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e Speeding up compliance processes is sending a
positive signal to the P2P industry

e Payday loan segment is suffering from the 36%
APR cap

e Sector trading at unjustified valuation; offering
~100% share price upside for selected stocks

¢ Remain positive on China Fintech sector; Reiterate
BUYs on Lexin (LX US) and Yirendai (YRD US)

Positive tone from regulators. The sharp drop of 200+ mid and
small P2P platforms from the market had led to panic among
retail investors in July. China regulators, CBRIC and NIFA had
brought forward the deadline to end-2018 from mid-2019
previously to speed up the completion of the compliance
processes, referred toas “108 rules”. The final list of P2P
platforms that can continue to operate will likely be announced
in early 2019. This is a positive signal that the government will
support legal P2P platforms, to continue to serve within the
consumer lending market. This should ease investors’ concemns
on the sustainability of China’s P2P industry.

Implication from US/UK P2P/online lending platforms. We have
analysed three US P2P/online lenders - Lending Club (LC US),
Prosper (non-listed), Elevate (ELVT US) - and one UK P2P
platform, Zopa (non-listed), by comparing their key operating
metrics, credit models and default rates, to evaluate their
differences and similarities to China’s P2P platforms. The
matured regulatory systems in the US and the UK has created a
high entry barrier for newcomers; the market leaders in both
countries dominate with over 40% of the market share. Risks
and returns are highly correlated. As the cap on China’s APR is
36%, payday loans can hardly make profits given the high
default rate (~25%) which proves our view that most of the
P2P platforms that failed were exposed to this segment.

Trading at unjustified valuations; reiterate positive stance on
the sector. Theselling pressure on the sector had escalated
since July, with share prices plunging by 15%-61% year-to-
date, and the sector is now trading at 5x FY 19F PE, close to -1
S.D. below its three-year average. The huge valuation gap
between listed players at 5x FY19F PE and our estimated
valuation for Lufax at 25-29x FY19F PE is unjustified. Given
VIPShop (VIPS US) trades at 15%-70% discount to Alibaba
(BABA US)'s PE multiple and Elevate trades at 53% discount to
Lending Club’s PE, we believe a fair multiple for the sector
should be 8x PE, conservatively pegged at a 70% discount to
Lufax to account for its market leadership position. This implies
~100% share price potential upside for selected stocks trading
at nearly 4x PE.

HSI: 27,954

ANALYST
Cindy WANG +852 28638830 cindywangyy@dbs.com
Ken SHIH +85228204920 kenshih@dbs.com

US/UK/China P2P/online lenders

US P2P: Lending Club/Prosper, online paydayloan lender: Elevate

LendingClub

PROSPER

UK P2P: Zopa

ZOPA

China R2P: Yirenaai, Hexinaai, PPDai, China Rapid Finance, online consumer
loan lender: Qudian, P2P+ns&liment loan. Llexin, online loan/credit card
referral platform: Jianpu

RS

SEEFP2PREEs  hexindai.com

T& T = JHIFES FS

China Rapid Finance Ppdail.com e

LE X) N E\ === JIANPU.AI

0’30
Source: Company, DBS HK

gaDiBs

ed-TH JS/sa-CS/AH



Industry Focus
China Fintech Sector

Positive on government support for legal P2P platforms
to operate

The sharply decline of P2P platforms has caused market panic.
Due to the previous extension of P2P regulation processes for
one more year to June 2019, the total number of China’s P2P
online platforms dropped sharply by 218 to 1,662 in July 2018,
as they are facing a liquidity crunch from the withdrawal of
investment funds by retail investors and borrowers being
unwilling to repay loans. This has triggered market concems on
whether the whole industry will be adversely impacted by lack
of funding sources and potentially high default rates. P2P's
transaction amount had dropped 28% y-o-y to Rmb119bn
YTD August, especially in July/August when volume declined
sharply by 43%/52% y-o-y.

Fig 1: P2P platforms’ closure accelerates
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Fig 2: P2P transaction amount trending down further
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A series of regulations has been announced to lower P2P
industry risks. Asindustry-wide panic has escalated, the
National Internet Finance Association (NIFA) in August 2018
rolled out 10 measures to curb rising risks caused by the
troubled P2P platforms, including 1) the requirement for local
govermnments to set up “communication windows"” to respond
to requests by P2P investors and conduct compliance
inspections on P2P companies, 2) strictly disallowing any new
P2P companies or online finance platforms to be set up, and 3)
blacklisting borrowers who fail to repay their P2P loans in
CCRC and Credit China, China's social credit rating systems,
which would have the law enforcement and prevent the
default rate from deteriorating further. We believe the
connection with the CCRC and Credit China system would
somehow pressure borrowers to repay. Otherwise they would
face negative consequences, such as not being able to obtain
loans from other platforms or Fls, cannot use the public
transportation or check-in hotels, etc.

Compliance processes are set to complete by end-2018. On 17
August 2018, Internet Lending Financial Risk Management
Working Leadership Group and CBIRC co-announced that they
would complete all the P2P compliance processes under “108
rules” by the end of December 2018, which is ahead of the
original plan of June 2019. The announcement indicates the
govemnment’s strong support for legal P2P platforms to
continue operating once the registration processes are
completed, and to facilitate illegal platforms to exit the market,
as well as sends positive signals to support the healthy
development of the P2P industry. The “108 rules” include 1)
P2P platforms only can raise money from investors to lend to
borrowers rather than for their own use, 2) not offering

implicit guarantees on investors' principal and return, 3) not
providing illegal loans to controlling shareholders or affiliates,
4) no duration mismatch between investors and borrowers,
and 5) disclosing information on loan facilitation by month,
etc.

Based on our checks with PPDai (PPDF US, NR), the “108 rules”
are basically aligned with Shanghai local governments’ “168
rules”. Although the final list of qualified P2P platforms may be
announced only in early 2019, all platforms should know
whether they have passed the P2P checks by the end of 2018.
Given that regulation is the biggest overhang for the sector,
we believe the acceleration of compliance processes would
regain investors’ confidence on industry consolidation. We
expect only 300 platforms to survive (out of the current
~1,600) and regain growth momentum once the regulation is
finalised and consolidation is completed.

gDBSs

Page 2



Industry Focus
China Fintech Sector

Fig 3: P2P regulation updates

Date  Regulator Regulations Key rules

Dec-17 PBOC, CBRC Internet Finance/P2P - Suspension of granting new license to any P2P platforms and platforms operating after Aug 24, 2016 are not allowed to
special working get the regulator's approval this time. Require local governments to finish the examine and registration of qualified P2P
group's notice on platforms in April 2018 and no later than June 2018.
regulating P2P - The stated borrowing rate should be converted to "annualized" rate and capped at 36% including fees. No illegal fund
industry raising and transaction or transfer of credit assets via Internet platforms or local exchanges are not allowed.

- More restriction is given to Internet loan purpose. Loan should not be utilized to "student-loan", "down-payment for
property" and investment speculation.

- Customers information should not be abused and traded illegally, and no debt collection is involved in threatening
violence.

- P2P platforms violate the regulation issuing on Aug'16 regarding to the cap of borrowing amount for
individual/company are unqualified for registration.

Apr-18 PBOC Notice on selling - Non-financial institutions cannot sell WMPs, unless get the license from regulators.
wealth management - Without permission, online operators selling WMPs must immediately stop. The remaining amount of WMPs shold be
products through disposed to zero before the end of June 2018.

online platforms

May-18 CBRC, PBOC, SAIC, MPS  Circular on Regulating - Without approval by the related authority, any companies or individuals cannot set up or engage in any loan
Private Loan Behavior distribution.
to Protect the - Private lending must strictly abide by the relevant regulations. Funding must come from legitimate sources, and it is
Economic forbidden to absorb other people's funds for lending.
- Crack down on the illegal absorption of public deposits and treats on collecting loans. Ban on illegal distributing loans to
students, non-designated loans, or charging high interest rate. Forbidden for employees of financial institutions to act as
member or controllers for private lending.

Apr-18 PBOC Notice on selling - Non-financial institutions cannot sell WMPs, unless get the license from regulators.
wealth management - Without permission, online operators selling WMPs must immediately stop. The remaining amount of WMPs should be
products through disposed to zero before the end of June 2018.

online platforms

Jul-18  NIFA Implement the next - Extend P2P compliance processes to another one-to-two year
phase of work - Combat illegal financial activities, such as illegal fund-raising, marketing and commercial fraud
arrangements for - Strengthen information disclosure, contract registration, risk notification to enhance the transparency of the entire
special rectification processes of Internet Finance services.

Aug-18 NIFA Notice on submitting - Request P2P platforms to submit a list of borrowers who deliberately escape from the loan to wait for P2P platforms to
P2P borrowers to close due to liquidity crunch.
escape debt - Report borrower's name, borrowing platform, accumulate loan amounts, overdue loan, overdue date and loan collection

etc.

- The list of overdue loan borrowers would be included in CCRC and CreditChina database, and might face criminal law.

Aug-18 NIFA Ten measures to deal - Setup "communication windows" to repond the requests by P2P investors. Local governments establish communication

with online lending mechanism to improve P2P operating transparency and respond the demands.

risks - Conduct compliance processes for online lending platforms and provide guidance for legal operations.
- Guide online lending platforms to mitigate liquidity risks through M&A, selling assets and cooperating with financial
institutions.
- The exited online lending platforms should create a liquidity redemption plan and the shareholders shall have jointly
liabilities.
- Establish a reporting system to clarify the withdrawal procedures, standardize asset disposal and debt settlement, and
ensure the legal rights of the lenders are not infringed
- Strictly combat the online lending platforms which are maliciously closed up.
- Combat borrowers who are deliberate intend to escape from the loan which will be pit on a blacklist in CCRC and
CreditChina database

Aug-18 Internet Lending Financial 108 rules for P2P - Self-review "108 rules" by P2P firms and inspections by local financial regulators, which must be completed by the end of
Risk Management platforms to comply  Dec 2018
Working Leadership with - "108 rules" include whether P2P platforms raised money from investors to lend to borrowers rather than their own use,
Group and CBIRC not offering implicit guarantees on investors' principal and return, not providing illegal loans to controlling shareholders

or affiliates, no maturity dismatch between investors and borrowers, monthly loan facilitation and borrower/investor
disclosure, etc.

Source: CBRIC, PBOC, NIFA, DBS HK
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Implication from US/UK online lending players

Although the world’s first P2P platform, Zopa, was established
in the UK in 2005, while both Prosper and Lending Club (LC US)
were founded in the US in 2006/2007, the strong development
of P2P industry has been actually in China. Many investors are
curious about how China's P2P platforms differ from their
US/UK counterparts in terms of interest rate charge,
delinquency rate, risk appetite and valuation, etc. We study
three US P2P/online lenders, including Lending Club (LC US),
Prosper (non-listed), Elevate (ELVT US), and one UK P2P
platform, Zopa (non-listed), to compare their differences and
similarities  with China’s P2P platforms, in terms of key
operating metrics, credit models and default rates.

UK consumer online lending market was worth £1.2bn in
2016, with a 29% y-o-y growth, and represented 0.6% of
total consumer loans, according to Cambridge Centre. Its P2P
lending industry is regulated by Financial Conduct Authority
(FCA) whose regulatory framework has been designed to
achieve the following key objectives:

- Minimum capital requirement ranging from 0.05-0.2% of
total loans issued and outstanding.

- Promote effective competition within the P2P lending
industry and allow the growth of the industry to continue
in a controlled way.

- Ensure platforms provide clear and not misleading
information, and have appropriate procedures for
handling clients’ money.

- Ensure firms deal appropriately with customers in financial
difficulties and complaints. Borrowers will also be given a
mandatory 14-day ‘right to withdraw' during which they
can cancel their loan agreement without penalty.

- Ensure platforms maintain a stable financial position and
have contingency arrangements in place in the event of a
platform failure

- Enable investors to make aclaim for tax relief on losses
directly (no reserve funds from P2P platform)

The FCA took over regulatory duties in April 2014, and since
then, several firms have exited the market as the cost of
compliance was too great a burden. To date, there are around
100 P2P platforms in UK but the top two players, Zopa and
RateSetter, still dominate the market with around 76% of the
market, based on AltFiData. Given a matured regulatory
environment, newcomers would find it tough to break into the
market. Hence, the credible platforms will not be saddled by
those unfit players and will be able to facilitate lending fairly
and safely. The FCA regulations (UK investors’ protection rules)
on matters such as providing clear information, complaint
handling, and promoting a sound P2P environment are aligned
with China’s current regulatory direction. The more stringent
rules include the requirement for P2P platforms in the UK to
have a minimum capital, to offer borrowers a 14-day right to

withdraw, and to allow investors to make a claim for tax relief
on losses. These are the more advanced rules that the Chinese
regulators could consider after the first round of compliance
processes are completed..

Fig 4: UK online consumer lending market
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Fig 5: UK consumer online lending platforms share
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Zopa, the first P2P with market share 46 % in UK, a pure
mark etplace model. As the first P2P player in the world and
established in UK in 2005, Zopa is targeting borrowers who
have a credit history and good track record of repaying debt.
Based on AltFiData, Zopa commands ~46% share in UK's
consumer online lending market. The high market share was
likely aided by the company’s early-mover advantage and the
established online lending regulations which make it hard for
newcomers to break into the market.

Zopa offers borrowers loans of £1,000-25,000 (averaging
£7,700) with tenures of 1-5years and loan usage mainly for
car purchases, home improvement and debt consolidation. Its
APR charges range from 3.2-34.9% (averaging 10%) based on
six credit scoring levels from A* to E, according to risk levels.
Buyers with A* and A credit scores have a well-established
credit history and low debt-to-income level, while D and E
borrowers have a limited credit history. Zopa charges
borrowers loan facilitation fees depending on loan size, tenure
and credit scoring. Retail investors enjoy 4.5-5.2% (Zopa Core
4.5%, Zopa Plus 5.2%) annual returns based on their
assumption of borrowers' risks. Zopa charges an origination
fee to help cover the cost of setting up the loan, loan servicing
fee to each loan contract, and 1% fee from investors who
want to sell loans to access their investments quickly.

Fig 6: Zopa’s loan application page

Fig 7: Zopa's investment portfolio
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Source: Company, DBS HK
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Zopa'sinvestors bear default risks, ~2%. Asa pure

marketplace model, Zopa does not assume balance sheet risks.
Investors bear the losses on their own. As investors lend out
small amounts to many different borrowers, if one borrower
cannot repay, they are less likely to lose all of their capital,
although their annual returns might be impacted. On the other
hand, UK’s regulator has not allowed P2P platforms to set
reserve funds since December 2017. Thus once investors incur
losses, they can make a claim for tax relief. The default rate on
Zopa's platform is around 2%.

In our view, Zopa basically serves prime borrowers who have a
credit history and an APR charge of around 10%, while
investors invest in a batch of loans at retums of 5% to protect
investors in the event of any single default. As the nature of its
business model is to target the prime segment, it has the
benefit of using credit records to screen out borrowers. Hence,
the default rate is controllable at 2%. Based on our calculation,
Zopa could enjoy a ~3% spread (10% APR minus 5% retumn
and 2% defaults).

Fig 8: Zopa's expected defaults vs actual defaults
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Fig 9: Zopa’'s APR/investor return trend

2011 2012 2013 2014 2015 2016 2017

Amount lent by retail investors (£ million) 57.6 87.1 181.8 243.7 268.3 400.3 280.9

Actual annual return to date of loans in origination year 5.9% 5.7% 4.8% 4.6% 4.9% 4.8% 5.8%

(after fees and bad debts)

Estimated annual return (capital weighted average loan 5.2% 5.2% 4.5% 4.4% 4.8% 4.9% 4.7%

interest rate minus expected principal loss and any fees) at

origination

Borrower APR (capital weighted by year of origination) 8.9% 8.5% 7.0% 7.4% 7.8% 9.9% 10.3%

Source: Company, DBS HK

US consumer online lending market was worth US$24bn, Fig 10: US consumer online lending market
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federal level. P2P lending involves the action of lending and
issuing securities, which means that related lending and
securities industries’ regulations are applicable. The Securities
and Exchange Commission (SEQ) is the main regulator, and the
Consumer Financial Protection Bureau (CFPB) takes charge of
consumer protection. State securities regulators and state
department of financial institutions are responsible for detailed
regulation works within each state.

- Mandating all MLPs to register with the SEC since
inception. Loans structured as notes sold by MPLs need to
be reported to the SEC.

- MPLs need to partner with FDIC-insured banks for lending
to offer borrowers the same level of protection as
traditional banks’ borrowers, such as Lending Club’s
partnership with WebBank.

- High disclosure standards according to the SEC's rules,
including loan originations, number of borrowers and
investors, and charge-off rates, etc.

- Required to comply with the federal Fair Debt Collection
Practices Act (FDCPA) in collecting from borrowers with
delinquent accounts.

- Keep customers’ personal information securely and
protected from unauthorised access.

As the lending and securities industries are highly regulated in
the US, its strong functional regulatory framework makes it the
strictest market as compared to UK/China in regulating P2P
lending, emphasising on compulsory registration system and
constant information disclosure management. But this also
makes the US P2P lending market orderly, in our view.

Balance sheet consumer lending
mmm Varketplace/P2P consumer lending
% of total consumer loan (RHS)

Source: Cambridge Centre, DBS HK

Lending Club/Prosper, pure P2P platforms, accounted for 50%
market share in US. Lending Club and Proper’s business

models are quite similar. Both platforms mainly provide
unsecured consumer loans, but also offer student and SME
loans. Their average loan size is around US$13,000-14,000
with APR of 5-36% and loan tenure of 3-5 years. Investors’
annual retum is around 4-11% based on risk tolerance.
Revenue comes from loan origination fees of 1-5% from
borrowers and investor service fees of 1%. Lending Club and
Prosper are the two largest P2P players in the US with
41%/13% market shares respectively in 2017, controlling more
than 50% of the US online consumer lending market.

gDBSs
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Fig 11: US consumer online lending platforms share

Fig 14: Prosper’s loan application process
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Fig 12: Lending Club’s investor returns by borrower type
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Fig 13: Lending Club’s notes investment
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Source: Company, DBS HK
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FICO scoreis a primary source for Lending Club/Prosper’s credit
model. Given the minimum FICO score required for their
borrowers is 640-660, Lending Club and Prosper are mostly
focusing on prime to upper-level near-prime groups with loan
distribution ratio of around 80%/20%. Both these companies
assign a grade to their borrowers in terms of credit quality and
underlying risk based on the borrowers’ FICO scores,
application data, credit history, online behaviour, etc. Credit
losses are bome by investors as the platforms do not assume
direct capital risk on loans. However, the monitoring of credit
quality is a key factor to attract both retail investors and
institutional funding. The delinquency rate for 30-day overdue
loans is 2-3%, and charge-off rate is 8-10% for 36-month
loans and 15% for 60-month loans is 15%.

gDBSs
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Fig 15: FICO score

Fig 17: US non-prime population larger than prime
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Fig 16: Lending Club’s charge-off rate
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Elev ate, a niche player focusing on the sub-prime market. In
contrast with Lending Club/Prosper which focus on the prime
market, Elevate, established in 2013, targets non-prime
borrowers with FICO scores of between 513 and 630 in the
US/UK. Elevate funds a portion of loans with its own balance
sheet and other funding sources such as banks. Its loan size is
smaller and tenure is much shorter than Lending Club/Prosper’s
with an extremely high APR of over 100%, which is more like
payday loans. In US, payday loans can charge up to 700% APR.
There are 170m potential non-prime and no-credit borrowers
in the US and UK alone, out of which Elevate has served 1.9m
since its inception.

Credit
invisible
22%

Non-prime
44%

Source: Company, TransUnion, FICO, DBS HK

Fig 18: Elevate’s product offering

Product Rise Elastic Sunny

Launched 2013 2013 2013
Installment and

Product type line of credit Line of credit Installment

Geographies served US 17 states US 40 states UK

Loan size US$500-US$7K  US$500-US$3.5K £100 to £2.5K
Loan term 4-26 months up to 10 months 6-14 months

Initially 5% per

Us$100

borrowed puls

up to 5% of

outstanding

36%-299% principal per 10.5%-24%

Pricing annualized billing period monthly
Effective APR 141% 97% 237%

Source: Company, DBS HK

Fig 19: Elevate’s Sunny loan product in UK
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APPLY NOW

Source: Company, TransUnion, HCO, DBS HK
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High APR = high risk profiles = high default rate. As non-prime
borrowers do not have credit records, they are more likely to
have higher default rates. Hence, Elevate charges a lofty APR of
97-226% (average APR of 131%) and its loan tenure is less
than a year. The high APR charge is due to 1) high funding cost
of 15%, 2) new customer acquisition cost of US$250-300 per
borrower, or 50-60% of costs based on loan size, 3) high
default rate at 25-30%. Repeat customer rate is 50%. Once
borrowers build up a good repayment record, the APR charged
would be gradually reduced, as also demonstrated by Elevate’s
APR trend in Figure 20. Although APR trended down from
251% in 2013 to 131% in 4Q17, Elevate’s top line continued
to grow at a 35% CAGR in 2014-17 helped by the increase in
number of borrowers and loan size.

Fig 20: Elevate’s APR vs revenue trend
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Fig 21: Elevate’s charge-off rates by loan vintage

Source: Company, DBS HK; Elevate’s target charge-offrates: 25-30%

Rectification is good for P2P’s industry development. The P2P
industries in UK (2005) and US (2006) were established only
slightly earlier than in China (2007), but the related regulations
announced and revised throughout the industry’s growth in
the UK and the reliance on existing laws and regulations to
supervise the industry in the US have set up a high entry barrier

for newcomers and protect borrowers/investors. In 2008, when
the US SEC required P2P companies to register their offerings
as securities, the registration process was so demanding that
Prosper and Lending Club had to temporary suspend their
offering of new loans. Others, such as the UK-based Zopa,
exited the US market entirely. However, eventually, Lending
Club and Prosper gained approval from the SEC to offer
investors notes backed by payments received from the loans,
and both of them now command more than 50% share of the
US P2P market.

China, which previously lacked regulations on P2P, saw several
unwanted incidents including violence during collection, high
APR charged and high defaults, malicious bankruptcy, Ponzi
schemes, etc. The regulators have since announced a series of
regulations to rectify the industry and the compliance

processes are set to be finalised at the end of 2018. Although
it would be a pain for the market players in the near term, this
would be good for the industry’s consolidation and future
development.

It’s always about risk. Risk and retum are basically one body
with two sides. A higher APR charge means higher default
rates and vice versa. Borrowers with better credit scores tend
to have lower default risks, which means P2P/lending platforms
cannot charge them a high APR and hence investors’ retumns
would be low. Elevate provides payday loans for non-credit
borrowers with APR of 131% but its current default rate is as
high as 25-30% and investors are asking for a 15% retumn.
Zopa facilitates loans for borrowers who have credit records
and good repayment history, thus it can only charge APR of
10% with 2% defaults and investors’ retumn of 5%. As China’s
regulator caps APR at 36%, the business model for online
payday loan has no room to survive given its high defaults. We
expect most of the P2P platforms that withdraw from the
market to be those that offer small-ticket loans

(also known as payday or cash loans), as they do not enjoy
economies of scale and operating leverage in the P2P space in
China.

No risk taking for P2P facilitators. In US/UK, investors are
obligated to assume their own risks. What the P2P platforms
do is to 1) predict expected defaults and fully disclose to
investors the historical gap between expected and actual
defaults (such as Zopa), 2) split investors’ investment amount
to several loans/notes to lower the impact from any single
default, and 3) continue improving credit models to select
borrowers who are less likely to default on their loans. Another
interesting fact we discovered is that high-risk borrowers are
more suitable for loans from institutional funding or the
platform’s own cash (such as Elevate) instead of retail funding,
as the default rates are too high for retail investors to bear.

gDBSs
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Fig 22: US/UK P2P credit models, delinquency rate, and charge-off comparison

Lending Club Prosper Elevate Zopa
Primary source of user - FICO scores - FICO scores - Application data - Borrowers' credit history
data - Application data - Application data - website behaviour, bank - Application data

- Online footprint account, social media,

- Loan history behavior, email and phone number

economic factors, etc.

prepayment trends

Credit model Assigned borrowers by 35  Separate borrowers from  Use Hadoop database Separate borrowers from
loan grades, from A1 to G5 AA to HR (AA, A, B, C, D, composed of >10K A*, A, B, C, D, E ratings
based on risk profile, loan  E, HR) ratings potential data variables
term and loan amount; use related to >1.9m
10K+ attributes reviewed customers and 6.5m
per borrowers and 109 applicants

variables in the model
applying machine learnings

technology
Delinquency rate ~3% 2-3% <20% 0.5%
Definition of Delinguent loans contain  Loans deliquent for 30 days Loans deliquent for 30 days Loans deliquent for 45 days
delinquent loans loans 31 days or more past
due
Charge-off rate 8%-10% for standard loan 8%-10% for 36M loans, ~25% 2%-4%

program (36M); 14%-18% 15% for 60M loans
for custom loan program (3-

5Y)
Charge-off policies Loans more than 120 days Loans more than 120 days Loans more than 60 days  Loans more than 120 days
overdue overdue overdue overdue

Source. Company, DBS HK; as of2017
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Fig 23: US/UK P2P players- key operating metrics

Code
Market cap (US$)

Model

Product

Customer source

Loan resources

Target borrowers

Active borrowers (k)

Loan origination
(US$m)

Loan outstanding
(US$m)

Avg loan size

Avg loan duration

APR

Repeat customer ratio

Investors type

Investors
Investment return
Funding costs
Customer acquisition

cost

Revenue source

Lending Club

Online lending

Personal loan, business loan,
auto refinancing, patient
solutions

100% online

Retail investors 13%,
Institutional 13%, Bank 42%,
Managed accounts 29%,
Structured products 3%

Min FICO credit score 660;
Median income- US$62K

n.a.; over 2.5M borrowers YTD

8,987

11,913

Avg loan size- US$13K
Personal loan: <US$40K
Business loan: US$5K-US$300K
Auto refinancing: US$5K-
US$55K

Patient Plan: US$500-US$50K

3-5 years

5.32%-30.99% based on loan
grade

n.a.

Invest amount starting from
US$25; products include notes,
securitization, whole loan
purchases

Retail investors 180K+, banks
40+, institutions 70+, managed
accounts 60+

4%-10% target return

n.a.

2.56%

Loan origination fees 1%-6%
(avg 5%) from borrowers,
investor service fees 1%, and
sales of loans

Source: Company, DBS HK; as of2017

Prosper
n.a.
n.a.

Online lending

Unsecured personal loans

100% online

Retail and institutional investors

Min FICO credit score 640; avg
FICO score- 710 and annual
income US$78K

n.a.; 825K since inception

2,900

3,700

US$14K (ranging from US$2K-
US$35K)

3-5 years

5.99%-36% for first time
borrowers

n.a.

Invest amount starting from
US$25; products include notes
and whole loan purchases

4.32%-11.25%; avg 6.84%

n.a.

Loan origination fees 1%-5%
from borrowers, investor service
fees 1%, net interest income
from Notes channel, ~1%

Elevate

ELVT US

398m

Loan origination and
distribution

Rise- installment loan in US,
Elastic- credit line originated by
a 3rd party bank,

Sunny- installment loan in UK

100% online

Own cash and bank

170m non-prime borrowers in
US and UK. FICO scores between
513-630; annual income US$58K
for Rise, US$41K for Elastic and
£17K for Sunny

1.1m active borrowers; 1.9m

borrowers since inception

376

320

US$500-US$7K for Rise; US$500-
US$3.5K for Elastic; £100-2.5K
for Sunny

4-26 months for Rise; up to 10
months for Elastic; 6-14 months
for Sunny

97%-226%; avg 131% in 2017
(down from 251% in 2013)

50%

15%

US$250-300/borrower

Interest spread (APR- funding
cost), fees from third-party
lenders

Zopa
n.a.
n.a.

Online lending

Unsecured personal loans

100% online

Retail investors and
institutional partners

At least 20-year-old, credit
history, good track record
of repaying debt, income
at least £12K per year

331K borrowers
£3.55 billion since 2005;

£996m for the past 12
months

n.a.

£1K-£25K; avg £7.7K

1-5 years

3.1% to 34.9%

Avg invest amount £13K

60K

4.2%-15.7%; avg ~5%

n.a.

Origination fee, loan
servicing fee and 1% fee if
investors want to access
investment quickly
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Unjustified valuation

The previous delay in compliance processes and the mass
withdrawal of mid-to-small P2P platforms from the market in
July triggered investors’ concerns on the P2P industry’s
sustainability. The escalation in seling pressure for the whole
sector was reflected in the 15-61% YTD drop in shares prices
of Yirendai (YRD US), Lexin (LX US), PPDai (PPDF US), Qudian
(QD US), China Rapid Finance (XRF US) and Hexindai (HX US).
The sector is trading at only 5x FY19 PE, close to -1SD below its
3-year average of 4x PE. We believe the valuation is unjustified
given the sector's strong eamings potential after compliance
processes and industry consolidation are completed, where
only 300 players (vsc. 1,600 previously) are expected survive.

As we had discussed in the previous published report “China
Fintech Sector report- Snooping around- a visit to Lufax, PPDai,
Ant Financial, Huifu Payment”, Lufax is eyeing a US$50-60bn
market cap with an IPO targeted for 2H19. According to WDJZ,
Lufax's 2017 eamings were around Rmb5bn and are expected
to reach Rmb10bn in 2018 which could also be supported by
PingAn’s intemet financing earnings (fig 26). Assuming that
Lufax posts earnings growth of 30-50% in 2019, its eamings
would reach Rmb13-15bn (or US$1.9-2.2bn), and would imply
an FY19 PE of 25-29x.

The huge multiple gap between Lufax and listed players is
unjustified. Firstly, we could argue that the unlisted company
does not have liquidity and will not directly reflect the current
regulation headwind. This is also the reason that Lufax
postponed its IPO schedule from 1H18 to 2H19 to await the
completion of P2P registration processes. Secondly, as Lufax is
the largest online lending platform in China with loans under
management of Rmb314bn (+39% y-o-y)in 2H18, of which
unsecured loans made up 45% or Rmb141bn, ~3x larger than
Yirendai's Rmb46bn, the company would enjoy the premium
of being the industry leader.

However, we take Alibaba (BABA US) and VIPShop (VIPS US) as
benchmarks to compare their 12-month forward PE multiple
trend. Although Alibaba’s gross merchandise value (GMV)is
14x higher than VIPShop's, in terms of PE, VIPShop has
historically traded at a 15-70% discount (average of 41%) to
Alibaba in the past three years. On the other hand, both
Lending Club (LC US) and Elevate (ELVT US) tumed profitable
in FY18and trade at 17x/8x FY19F PE respectively. As Lending
Club account for 41% of market share, it trades at a premium
compared to Elevate, which is trading at a reasonable ~53%
discount, in our view. Thus, as current listed fintech companies
are trading at only ~20% of Lufax’s PE, we believe they are
undervalued. Assuming we plug in a higher-band discount of
70%, the fair trading multiple for the sector should be at 8x
which in line with its 3-year average PE. This basically suggests
a ~100% share price upside for those fintech platforms that
are trading at nearly 4x PE.

Fig 24: China Fintech sector’s 12M forward PE bands

12.4x

8 A 8.2x

4 4.0x

2 +

O 1 1 1 1 1
Decl15 Jun16 Decl16 Jun17 Decl17 Jun18

Source: Bloomberg Finance L.P, DBS HK, companies include Yirenaai,
Qudian, Hexindai, PPDaiand Lexin

Fig 25: Alibaba vs VIPShop's trading PE
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Source: Bloomberg Finance L.P., DBS HK
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Fig 26: PingAn (2318 HK)'s internet financing earnings
mostly contributed from Lufax

Rmb m
5,000

4,000
3,000
2,000
1,000
0
-1,000
-2,000
-3,000
-4,000

2015 1H16 2H16 1H17 2H17 1H18

Source. Company, DBS HK, Internet finance business represents
business from Lufax, PingAn Good Doctor, and finance One Account

Fig 27: YTD share price performance

PPDai -15% I

Lexin Fintech -29% I

Hexindai -32% I
Jianpu -33% I
Qudian  -57% I

Yirendai -60% I

China Rapid Finance -61% I

(%) _70% -60% -50% -40% -30% -20% -10% 0%

Source. Bloomberg finance L.P., DBS HK, Data as of Sep 20

We remain positive on China’s fintech sector given its
untapped market potential which is 8-10x larger than the
current size of Rmb1tr size. Lexin (LX US) and Yirendai (YRD US)
are our BUYs within the sector. We like Lexin as 1) it operates a
close-loop platform combining e-commerce and
financing/instalment services which matches the consumption
scenario-based concept. 2) The high customer stickiness helps
keep its acquisition costs lower than peers and it also enjoys
low funding costs through the mix of P2P investors and banks.
3) Lexin is focused on high-quality borrowers with low default
risks. Thus, its delinquency rate and charge-off rate are quite
stable at the 1.4%/2% levels. We expect Lexin to enjoy an
eamings CAGR of 136% in FY18-20F given its first-mover
advantage on instalment loans, stabilised asset quality on the
back of a solid credit model, and economies of scale. Reiterate
BUY and a target price of US$21, based on 10x FY19F PE, or
0.5std above the industry’s 3-year average.

We also like Yirendai as it is one of the industry leaders in
large-ticket loans which was a complementary channel for
banks, and its prudent provisioning policy to provide eamings
upside. Despite the recent hiccup amid the business
adjustment amid the regulatory requirement, we are positive
on Yirendai's strategic partnership with institutional investors
such as Goldman and XinWang Bank to diversify funding
sources, and Baidu to drive online loan facilitation growth, as
well as to extend the offline referral with CreditEase to smooth
the transfer process. We believe Yirendai will resume growth
momentum in FY19F once the industry consolidation is
completed and expect its FY19-20F eamings growth at 34%
CAGR. We maintain our TP at US$24, based on 8x FY19F PE, in
line with its 3-year average PE.
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Fig 28: Yirendai fwd 12M PB bands
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Fig 29: Lexin fwd 12M PB bands Lexin fwd 12M PE bands Lexin fwd 12M PS bands
® ) o
7.0 T+ 200 T 3.0
18.0 1 I 2.6»
6.0 Il 6.0x 25 A
1001 14.4; 2.3
50 S0 40 ] - 20 4 ~
4.0 anm 120 w 12.0x v L 19
" 1 10.0 £ P’Mv..'.n 95 10 wu‘\l"‘\_, 1.5x
20 VL T e ] v . 12
2.0 2.1x 6.0 + ‘VW 71 109
o b 40 F 4.6x% 05
20 +
0.0 . . ) 0.0 . . ) 0.0 . .
Dec17 Mar18 Jun18 Decl7 Mar18 Jun1s Jan18 Aprig Jul18
Source: Bloomberg Finance L.P., DBS HK
Fig 30: Qodian fwd 12M PB bands Qodian 12M PE bands Qodian fwd 12M PS bands
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Fig 31: Hexindai fwd 12M PB bands Hexindai 12M PE bands

Hexindai fwd 12M PS bands
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Fig 32: PPDai fwd 12M PB bands PPDai 12M PE bands PPDai fwd 12M PS bands
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Fig 33: China Rapid Finance fwd 12M PB bands China Rapid Finance fwd 12M PS bands
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Fig 34: Jianpu fwd 12M PB bands Jianpu fwd 12M PS bands
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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 (LC) rating (LC) (US$ m) (X) (X) (X) (X) (X) (X) (X) (X) (X) (%) (%) (%) (%)
China Fintech
Yirendai YRD US 17.7 BUY 24.0 1,149 2.3 1.9 1.4 5.1 8.4 5.8 1.3 1.3 1.0 53.7%  25.2% 28.6% -5.6%
Lexin Fintech LX US 9.9 BUY 21.0 1,665 2.2 3.5 2.0 15.2 8.2 4.5 1.9 1.5 1.1 28.0%  55.6% 56.2% 83.1%
Qudian QD US 5.4 NR 1,822 1.3 1.0 0.8 2.1 4.8 3.7 2.5 1.3 0.8 na. 20.9% 21.6% -23.3%
PPDai PPDF US 6.1 NR 1,771 13.1 2.4 1.8 30.0 7.1 6.4 2.9 3.0 2.6 na. 39.0% 31.0% 116.0%
Hexindai HX US 7.6 NR 402 13.7 2.6 n.a. 37.8 5.2 3.8 17.6 3.7 2.0 na. 80.1% 39.2% 216.2%
China Rapid Finance XRF US 2.2 NR 165 5.8 8.6 4.5 n.a. n.a. 9.0 1.9 1.7 1.0 -107.5% -99.0% 62.0% n.a.
ZhongAn Online P&C Insurance 6060 HK 32.1 BUY 55.0 6,044 3.3 3.5 3.6 n.a. n.a. n.a. 7.0 4.7 2.9 -83% -6.8% -3.2% n.a.
Jianpu JT US 4.3 NR 810 3.1 4.5 4.2 n.a. n.a. 46.1 3.6 2.7 1.4  -31.9% -9.1% 6.6% n.a.
Huifu Payment 1806 HK 4.3 NR 649 8.0 2.1 1.8 38.6 18.3 11.9 2.4 1.3 0.9 22.3% 13.7% 14.6% 80.3%
Average 5.9 3.3 2.5 21.5 8.7 11.4 4.6 2.4 1.5 -7.3% 13.3% 28.5% 77.8%
Internet
Alibaba BABA US 164.7 BUY 222.0 429,992 10.0 7.8 6.5 64.5 451 39.1 18.6 11.8 75 17.5% 19.7%  182% 28.5%
Tencent 700 HK 330.0 BUY 428.0 393,659 10.7 8.2 6.3 38.0 30.5 22.8 1.4 1.1 0.9 33.2% 30.2% 30.9% 29.1%
Baidu BIDU US 220.0 NR 80,742 3.5 3.7 3.1 28.7 215 % 188 1.0 0.8 067% 203%% 173%" 15.7% 23.4%
JD.com JD US 27.1 BUY 43.0 38,626 5.1 53 5.3 n.a. na. 311.6 0.7 0.6 0.4 -0.4% -5.0% 1.7% n.a.
Ctrip.com CTRP US 38.0 NR 21,525 1.6 1.7 1.6 64.7 29.5 24.7 0.8 0.7 0.6 6.2% 5.4% 6.7% 61.7%
Royal Flush 300033 CH 34.3 NR 2,704 6.4 5.3 4.6 25.4 25.8 21.2 1.9 1.9 1.6 22.4%  19.5% 20.2% 9.6%
Hundsun Tech 600570 CH 51.9 NR 4,825 10.1 9.0 7.7 68.3 55.1 42.5 1.8 1.4 1.1 18.8% 17.4% 20.1% 26.9%
Average 6.8 5.9 5.0 48.3 34.6 68.7 3.8 2.6 1.8 16.9% 14.9% 16.2% 29.9%
US P2P/online lender
Lending Club LC US 3.4 NR 1,528 1.6 1.3 1.3 n.a. 33.5 17.1 1.3 2.2 1.9 -20.6% 3.9% 8.6% n.a.
Elevate ELVT US 8.7 NR 368 3.3 2.9 2.0 n.a. 12.6 8.0 0.5 0.5 0.4 0.9% 26.8% 31.0% n.a.
Average 2.5 2.1 1.6 n.a. 23.0 12.5 0.9 1.3 1.1 -9.9% 15.4% 19.8% n.a.
Payment/consumer finance
Mastercard MA US 218.0 NR 229,903 43.1 34.3 22.9 59.4 34.0 29.0 18.4 15.4 13.6 84.9% 109.9% 102.1% 43.0%
Visa V US 147.8 NR 303,592 10.8 10.1 9.4 46.4 32.3 27.8 16.5 14.7 13.2 35.4% 31.6% 33.5% 29.3%
Capital One COF US 98.0 NR 47,488 1.0 0.9 0.8 27.8 8.7 8.8 1.6 1.7 1.6 6.8% 11.5% 10.3% 78.2%
American Exp AXP US 109.6 NR 95,672 4.5 4.5 3.9 36.8 15.0 13.6 2.7 2.4 2.2 15.7%  31.1% 29.9% 64.2%
Discovery Fin. DFS US 77.8 NR 27,190 2.6 2.4 2.1 14.3 10.0 9.0 2.4 2.4 2.4 21.5% 25.1% 25.2% 26.0%
Sybchrony Fin. SYF US 32.6 NR 24,887 1.7 1.6 1.5 13.4 9.4 7.5 1.5 1.9 1.8 15.8% 17.9% 21.4% 33.4%
Average 10.6 9.0 6.8 33.0 18.2 16.0 7.2 6.4 5.8 30.0% 37.8% 37.1% 45.7%
Note.: BBG consensus usedfor non-rated (NR) stocks. Closing price as of20 Sep 2018

Page 17

gDBSs



Industry Focus
China Fintech Sector

LexinFintech Holdings Ltd (LX US Equity, US$10.05, BUY, Target Price 12-mth US$ 21.00)

Forecast & Valuation

General Data

FY Dec (RMB m) 2017A 2018F 2019F 2020F
Turnover 5,582 7,244 9,868 12,434 At A Glance
EBITDA 499 1,380 2,984 4,035 Issued Capital (m shrs) 109
Pre-tax Profit 475 1,342 2,893 3,868 p
Net Profit 240 1,310 2,355 3,149 Mkt Cap (US$m) 1,091
Net Pft (Pre Ex) (core profit) 240 1,310 2,355 3,149 Major Shareholders (%)
Net Profit Gth (Pre-ex) (%) N/A 445 .1 79.8 33.7 K2 Partners Il LP 21.3
EPS (RMB) 4.23 7.89 14.18 18.96 .
EPS (US$) 0.62 1.15 2.07 277 Matrix Partners 16.5
Core EPS (US$) 0.62 1.15 2.07 2.77 Taikang Asset Management Co., Ltd. 9.0
Core EPS (RMB) 4.23 7.89 14.18 18.96 Apoletto Ltd 8.8
EPS Gth (%) N/A 86.6 79.6 33.7
Core EPS Gth (%) N/A 86.6 79.6 337  freefloat (%) 44.3
Diluted EPS (US$) 0.50 1.06 1.90 2.54  3m Avg. Daily Val. (US$m) 0.7
DPS (US$) 0.00 0.00 0.00 0.00 |CB Industry: Financials / General Financial
BV Per Share (US$) 4.37 2.65 4.72 7.49
PE (X) 16.3 8.7 4.9 3.6
Core PE (X) 16.3 8.7 4.9 3.6
P/Cash Flow (X) 2.4 8.5 4.7 3.5
P/Free CF (X) 2.4 9.3 5.2 3.8
EV/EBITDA (X) 6.4 7.5 3.0 1.7
Net Div Yield (%) 0.0 0.0 0.0 0.0
P/Book Value (X) 2.3 3.8 2.1 1.3
Net Debt/Equity (X) CASH CASH CASH CASH
ROAE (%) 28.0 55.6 56.2 45.4
Earnings Rev (%): Nil Nil Nil
Consensus EPS (RMB) 7.43 11.86 16.87
Other Broker Recs: B:6 S:0 H: 1
Income Statement (RMB m) B alance Sheet (RMB m)
FY Dec 2017A 2018F 2019F 2020F FY Dec 2017A 2018F 2019F 2020F
Turnover 5,582 7,244 9,868 12,434 Net Fixed Assets 63 142 310 480
Cost of Goods Sold (4,262) (4,707) (5,323) (6,433) Invts in Assocs & JVs 1,785 2,586 3,311 4,196
Gross Profit 1,320 2,537 4,545 6,001 Other LT Assets 142 145 147 150
Other Opg (Exp)/Inc (844) (1,186) (1,625) (2,106) Cash & ST Invts 11,553 17,431 26,215 35,399
Operating Profit 476 1,351 2,919 3,895 Inventory 102 102 102 102
Other Non Opg (Exp)/Inc 74 1 (26) (26) Debtors 130 130 130 130
Associates &JV Inc 0 0 0 0  Other Current Assets 955 955 955 955
Net Interest (Exp)/Inc (76) (10) 0 0 Total Assets 14,730 21,490 31,168 41,411
Dividend Income 0 0 0 0
Exceptional Gain/(Loss) 0 0 0 0 ST Debt 10,694 16,059 23,268 30,252
Pre-tax Profit 475 1,342 2,893 3,868 Other Current Liab 2,167 2,167 2,167 2,167
Tax (234) (32) (538) (720) LT Debt 167 252 366 477
Minority Interest 0 0 0 0  Other LT Liabilities 0 0 0 0
Preference Dividend 0 0 0 0 Shareholder’s Equity 1,702 3,012 5,367 8,516
Net Profit 240 1,370 2,355 3,749 Minority Interests 0 0 0 0
Net profit before Except. 240 1,310 2,355 3,149 Total Cap. & Liab. 14,730 21,490 31,168 41,411
EBITDA 499 1,380 2,984 4,035
Sales Gth (%) 28.7 29.8 36.2 26.0 Non-Cash Wkg. Cap (981) (981) (981) (981)
EBITDA Gth (%) 1,783.2 176.4 116.3 35.2 Net Cash/(Debt) 692 1,120 2,580 4,671
Opg Profit Gth (%) 4,209.3 184.1 116.1 33.4
Effective Tax Rate (%) 49.4 2.4 18.6 18.6
CashFlow Statement (RMB m) Segmental Breakdown (RMB m) / Key Assumptions
FY Dec 2017A 2018F 2019F 2020F FY Dec 2017A 2018F 2019F 2020F
Pre-Tax Profit 475 1,342 2,893 3,868 R evenues (RMB m)
Dep. & Amort. 19 29 64 140 Online direct sales 2,535 2,096 2,094 2,321
Tax Paid (234) (32) (538) (720) Services and others 178 332 452
Assoc. & JV Inc/(loss) 0 0 0 0 Financial services income 3,015 4,969 7,442 9,661
(Pft)/ Loss on disposal of FAs 0 0 0 0 Total 5,582 7,244 9,868 12,434
Chg in Wkg.Cap. 796 0 0 0  Key Assumptions
Other Operating CF 602 1 1 1 Amount of loan origination 47,704.0 72,020.7 104,695. 136,346.
Net Operating CF 1,662 1,339 2,420 3,290 Annual active borrowers (m) 6.1 8.6 11.0
Capital Exp.(net) (38) (107) (232) (310) Average loan size per active 11,692.2 11,760.1 12,152.1 12,395.2
Other Invts.(net) (4,952) (2,610) (3,753) (4,783) Financial service income to 6.9 7.1 71
Invts in Assoc. & JV 0 0 0 0 Funding cost as % of loan 8.3 7.6 7.5
Div from Assoc & JV 0 0 0 0
Other Investing CF (434) 0 0 0
Net Investing CF (5,424) (2,718) (3,986) (5,093)
Div Paid 0 0 0 0
Chg in Gross Debt 3,761 5,450 7,323 7,094
Capital Issues 651 0 0 0
Other Financing CF 0 0 0 0
Net Financing CF 4,272 5,450 7,323 7,094
Currency Adjustments (3) 0 0 0
Chg in Cash 647 4,072 5,758 5,291
Source: Company, DBS HK
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Yirendai Ltd (YRD US Equity, US$18.93, BUY, Target Price 12-mth US$ 24.00)

Forecast & Valuation

General Data

FY Dec (RMB m) 2017A 2018F 2019F 2020F
Turnover 5,543 5,898 7,606 8510 At A Glance
EBITDA 1,662 993 1,500 1,933 .
Pre-tax Profit 1,753 1,051 1,506 1g5)  |ssuedCapital (m shrs) 60
Net Profit 1,372 846 1,235 1,517  MktCap (US$m) 1,205
Net Pft (Pre Ex) (core profit) 1,372 846 1,235 1,517 Major Shareholders (%)
Net Profit Gth (Pre-ex) (%) 22.9 (38.3) 46.0 22.8 CreditEase 82.4
EPS ERM$I>3) 22.78 13.94 20.35 24.99 Free Float (%) 17.6
EPS (US 3.33 2.04 2.97 3.65 :
Core EPS (US$) 3.33 2.04 2.97 365 3m Avg.Daily Val. (US$m) o 17
Core EPS (RMB) 22,78 13.94 2035 24,99 |CB Industry: Financials / General Financial
EPS Gth (%) 20.6 (38.8) 45.9 22.8
Core EPS Gth (%) 20.6 (38.8) 45.9 22.8
Diluted EPS (US$) 3.28 2.00 2.92 3.58
DPS (US$) 0.27 0.00 0.45 0.99
BV Per Share (US$) 7.20 9.01 11.79 15.01
PE (X) 5.7 9.3 6.4 5.2
Core PE (X) 5.7 9.3 6.4 5.2
P/Cash Flow (X) 8.6 nm 11.8 5.2
P/Free CF (X) 9.3 nm 19.4 6.5
EV/EBITDA (X) 1.4 4.0 2.4 1.4

Net Div Yield (%) 1.4 0.0 2.4 5.2

P/Book Value (X) 2.6 2.1 1.6 1.3

Net Debt/Equity (X) CASH CASH CASH CASH

ROAE (%) 53.7 25.2 28.6 27.2

Earnings Rev (%): Nil Nil Nil
Consensus EPS (RMB) 15.76 20.41 28.39
Other Broker Recs: B:5 S:1 H: 6
Income Statement (RMB m) B alance Sheet (RMB m)
FY Dec 2017A 2018F 2019F 2020F FY Dec 2017A 2018F 2019F 2020F
Turnover 5,543 5,898 7,606 8,510 Net Fixed Assets 82 161 324 425
Cost of Goods Sold 0 0 0 Invts in Assocs & JVs 0 0 0 0
Gross Profit 5,543 5,898 7,606 8,510  Other LT Assets 1,981 2,087 2,204 2,332
Other Opg (Exp)/Inc (3,866) (4,252) (4,818) (5,334) Cash & ST Invts 5,434 3,886 4,203 5,226
Operating Profit 1,677 1,646 2,788 3,176 Inventory 0 0 0 0
Other Non Opg (Exp)/Inc (39) (696) (1,386) (1,438) Debtors 21 2,207 3,020 3,219
Associates & JV Inc 0 0 0 0 Other Current Assets 0 0 0 0
Net Interest (Exp)/Inc 115 100 104 13 Total Assets 7,519 8,341 9,751 171,201
Dividend Income 0 0 0 0

Exceptional Gain/(Loss) 0 0 0 0 ST Debt 0 0 0 0
Pre-tax Profit 1,753 1,051 1,506 1,851 Other Current Liab 4,390 4,177 4,331 4,414
Tax (381) (204) (271) (333) LT Debt 0 0 0 0
Minority Interest 0 0 0 0  Other LT Liabilities 11 1" 1 1"
Preference Dividend 0 0 0 0 Shareholder’s Equity 2,970 3,744 4,901 6,241
Net Profit 1,372 846 1,235 1,517 Minority Interests 0 0 0 0
Net profit before Except. 1,372 846 1,235 1,517  Total Cap. & Liab. 7,519 8,341 9,751 171,201
EBITDA 1,662 993 1,500 1,933
Sales Gth (%) 71.2 6.4 29.0 11.9 Non-Cash Wkg. Cap (4,516) (2,379) (1,818) (1,731)
EBITDA Gth (%) 54.4 (40.3) 51.1 28.9 Net Cash/(Debt) 5,434 3,886 4,203 5,226
Opg Profit Gth (%) 54.6 (1.9 69.4 13.9

Effective Tax Rate (%) 21.7 19.4 18.0 18.0
CashFlow Statement (RMB m) Segmental Breakdown (RMB m) / Key Assumptions
FY Dec 2017A 2018F 2019F 2020F FY Dec 2017A 2018F 2019F 2020F
Pre-Tax Profit 1,753 1,051 1,506 1,851 R evenues (RMB m)

Dep. & Amort. 24 42 97 195 Loan facilitation services 5,227 3,723 4,351 4,835
Tax Paid (381) (204) 271) (333) Post-origination services 187 228 344 393
Assoc. & JV Inc/(loss) 0 0 0 0 Account management services 0 1,684 2,347 2,503
(Pft)/ Loss on disposal of FAs 0 0 0 0 Others 129 264 564 779
Chg in Wkg.Cap. 1,483 (310) 43 (41)  Total 5,543 5,898 7,606 8,510
Other Operating CF (162) (1,893) (710) (168)  Key Assumptions

Net Operating CF 911 (1,939) 665 1,504 Amount of loan origination 41,406.1 41,608.0 48,064.2 51,237.9
Capital Exp.(net) (77) (121) (260) (296) Annual active borrowers (m) 0.6 0.6 0.7 0.8
Other Invts.(net) (204) 96 (83) (83) Number of investors (m) 0.6 0.6 0.6 0.6
Invts in Assoc. & JV 0 0 0 0 Net revenue to loans 13.4 14.2 15.8 16.6
Div from Assoc & JV 0 0 0 0 User acquisition cost to loans 7.0 6.6 7.0 7.3
Other Investing CF (100) 0 0 0

Net Investing CF (375) (25) (343) (379)

Div Paid (605) (113) (83) (185)

Chg in Gross Debt (294) 0 0 0

Capital Issues 50 0 0 0

Other Financing CF 0 0 0 0

Net Financing CF (849) (113) (88) (185)

Currency Adjustments (16) 0 0 0

Chg in Cash (329) (2,077) 234 939

Source: Company, DBS HK
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China Rapid Finance Ltd

Bloomberg: XRF US Equity | Reuters: U:XRF

Refer to important disclosures at the end of this report

NOT RATED

Last Traded Price (21 Sep 2018):US$2.46 (NASDAQ : 8,028)

Analyst
Cindy WANG +852 28638830 cindywangyy@dbs.com
Ken SHIH +85228204920 kenshih@dbs.com
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Forecasts and Valuation

FY Dec(US$m) 2014A 2015A 2016A 2017A
Turnover 58 56 56 88
EBITDA 0 27) (32) (35)
Pre-taxProfit 0 (30) (33) (37)
NetProfit 0 (30) (33) (37)
Net Pft (Pre Ex.) 0 (30) (33) (37)
EPS (US$) 0.11) (2.05) (2.46) (2.48)
EPS Gth (%) (375.0) n.a. n.a. n.a.
Diluted EPS (US $) (0.11) (2.05) (2.46) (2.48)
BV Per Share (US$) 0.58 1.44 0.85 1.20
PE (X) (20.4) (1.1) (0.9) (0.9)
P/Cash Flow (X) n.m. n.m. n.m. n.m.
P/Free CF(x) n.m. n.m. n.m. n.m.
EV/EBITDA (X) n.m. n.m. n.m. n.m.
NetDiv Yield (%) n.m. n.m. n.m. n.m.
P/Book Value (X) 3.8 1.6 2.6 1.9
NetDebt/Equity (X) Cash Cash Cash Cash
ROAE (%) n.m. (181.7) (178.6) (100.3)

Source of all aata on thispage: Company, DBS Bank (Hong Kong)
Limited (“DBS HK"), Thomson Reuters, HKEX

A businessin transformation

e 17-year experience in credit scoring capability to support
its online loan facilitation segment

e Business reorganisation and product adjustment to
shorten breakeven timeline

e Fulfilled all regulatory requirements, positive on growth
potential once compliance processes are done

From banks’ consumer credit advisor to online loan facilitator. China
Rapid Finance (XRF), founded by Dr. Zane Wang in 2001, started
from analysing consumer credit, developing credit scoring models,
issuing credit cards for China banks such as BOC (3988 HK) and CCB
(939 HK), to launching its own lending marketplace in 2010 to test
consumer credit behavior, and mobile-based consumption loans in
2014 to acquire borrowers at large scale. XRF offers consumption
loans (~RMB1K) and lifestyle loans (~RMB80K) which contributed
79%/21% of its loan portfolio in 1H18, vs 87%/13% in 2017.

Restructuring to turn profitable. Through a reorganisation
programme to reduce headcount by 15% and close offline data
verification centers, and shifting its product focus to lifestyle loans
which has a net take up rate of 11% (vs consumption loans’ 3%),
XRF expects to breakeven during 2H18 based on current take up
rates, loan facilitation of over US§500m, and opex run rate of
US$30-35mvquarter.  Funding remains resilient with the number of
investors on its platform at 18K, made up of high net worth
individuals with high level of stickiness.

Positive on recent regulations. Management expressed that the new
compliance guidance issued in Aug18 is positive for the P2P industry
and legal platforms are allowed to continue to operate and apply for
registration. The link to the CCRC and “Credit China” System
capturing delinquent borrowing data would put the pressure on
borrowers to repay. XRF’'sannualized default rate (90-day
delinquency) was 4.9% in 2Q18. XRF trades at 1x P/S, much lower
than its -2std below the average P/S multiple since IPO. Given the
low valuation, management announced a US$20m share buyback
programme to reaffirm its confidence on XRF's growth potential.

At A Glance
Issued Capital (m shrs) 65
Mkt Cap (US$m) 165
Major Shareholders (%)

Wells Fargo & Co (%) 7.8
Free Foat(%) 92.1
3m Avg. DailyVal.(US$m) 0.4

ICB Industry: Financials / General Financial

gDBSs

Page 20



Industry Focus

China Rapid Finance Ltd

Income Statement (US$ m)

B alance Sheet (US$ m)

FY Dec 2014A 2015A 2016A 2017A FY Dec 2014A 2015A 2016A 2017A
Revenue 58 56 56 88  Net Fixed Assets n.m 4 5 6
Cost of Goods Sold - - - - Invtsin Assocs & JVs n.m - -
Gross Profit - - - - Other LT Assets
Other Opg (Exp)/Inc (59) (84) (89) (125) Cash & ST Invts n.m 28 19 95
Operating Profit [6D) (28) (33) (37)  Inventory
Other Non Opg (Exp)/Inc 1 (1) (0) 0  Debtors n.m 17 14 14
Associates & JV Inc Other Current Assets n.m 19 20 23
Net Interest (Exp)/Inc - - - - Total Assets 42 68 58 138
Exceptional Gain/(Loss) - - - -
Pre-tax Profit 0 (30) (33) (37) ST Debt n.m
Tax (0) (0) (0) (0)  Creditors n.m - - -
Minority Interest Other Current Liab n.m 45 44 78
Preference Dividend 2 3 7 85 LT Debt n.m
Net Profit (2) (33) (40) (122)  Other LT Liabilities n.m - - -
Net Profit before Except. (2) (33) (40) (122)  Shareholder's Equity n.m 23 14 59
EBITDA (1) (27) (31) (32) Minority Interests
Revenue Gth (%) n.m (2.8) (0.5) 57.0  Total Cap. & Liab. 42 68 58 138
EBITDA Gth (%) n.m n.m n.m n.m
Opg Profit Gth (%) n.m n.m n.m n.m  Non-Cash Wkg. Cap n.m n.m n.m n.m
Effective Tax Rate (%) (0.0) (0.0) (0.0) (0.0) Net Cash/(Debt) n.m 28 19 95
CashFlow Statement (US$ m) R ates & Ratio
FY Dec 2014A 2015A 2016A 2017A FY Dec 2014A 2015A 2016A 2017A
Pre-Tax Profit 0 (30) (33) (37)  Gross Margin (%) n.m n.m n.m n.m
Dep. & Amort. 1 1 1 2 Opg Profit Margin (%) 0.8 (53.5) (59.7) (41.7)
Tax Paid (0) (0) (0) (1) Net Profit Margin (%) 0.2 (53.5) (59.7) (41.8)
Assoc. & JV Inc/(loss) - - - - ROAE (%) n.m. (181.7) (178.6) (100.3)
(Pft)/ Loss on disposal of FAs - - - - ROA(%) n.m (54.6) (52.7) (37.4)
Non-Cash Wkg. Cap. (9) 5 4 26 ROCE (%) 7161.1 (77.8) (42.0) (161.1)
Other Operating CF 0 7 1 3 Div Payout Ratio (%) n.m. n.m. n.m. n.m.
Net Operating CF (8) (17) (27) (6) Interest Cover (x) n.m. n.m. n.m. n.m.
Capital Exp. (net) (2) (3) (3) (2)  AssetTurnover (x) n.m. 1.0 0.9 0.9
Other Invts. (net) - - - - Debtors Turn (days) 0.8 0.5 0.3 1.8
Invts. in Assoc. & JV - - - - Creditors Turn (days) n.m. 1.0 0.9 0.9
Div from Assoc. & JV - - - - Inventory Turn (days) n.m. 1.0 0.9 0.9
Other Investing CF - - - - Current Ratio (x) n.m. n.m. n.m. n.m.
Net Investing CF (2) (3) (3) (2)  Quick Ratio(x) n.m. n.m. n.m. n.m.
Div Paid - - - - Net Debt/Equity (X) Cash Cash Cash Cash
Chg in Gross Debt 2 (2) - - Capex to Debt (%) n.m. n.m. n.m. n.m.
Capital Issues - 11 19 84  N. Cash/(Debt)PS (US$) 0.36 1.54 1.15 1.93
Other Financing CF (0) 30 5 1 Opg CFPS (US$) (0.48) (1.04) (1.63) (0.12)
Net Financing CF 2 39 24 85  Free CFPS (US9) (0.16) (0.23) (0.29) (0.05)
Chg in Cash (8) 19 (6) 76
Source: Company, DBS HK
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Jianpu Technology

Bloomberg: JT US Equity | Reuters: JT

Refer to important disclosures at the end of this report
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Forecasts and Valuation

FY Dec(RMB m) 2015A 2016A 2017A
Turnover 168 356 1,446
EBITDA (179) (173) (60)
Pre-tax Profit (196) (182) (174)
Net Profit (196) (182) (202)
Net Pft (Pre Ex.) (196) (182) (202)
EPS (RMB) (1.42). (1.32). (1.43)
EPS (US$) (0.23).  (0.20). (0.21)
EPS Gth (%) n.a. n.a. n.a.
Diluted EPS (RMB$) (1.42). (1.32). (1.43)
DPS (US$)

BV Per Share (US$) (0.02). 0.06. 1.61
PE (X) n.a. n.a. n.a
P/Cash Flow (X) n.a. n.a. n.m.
P/Free CF(x) n.a. n.a. n.a.
EV/EBITDA (X) n.a. n.a. n.a.
NetDiv Yield (%) - - -
P/Book Value (X) n.a. n.a. 2.7
NetDebt/Equity (X) Cash
ROAE (%) n.a. (933.0) (25.4)

Source of all data on thispage: Company, DBS Bank (Hong Kong)
Limited (“DBS HK "), Thomson Reuters, HKEX

Partner to consumer lenders

e Anindependent platform to facilitate credit card
and loan referrals

e Strong revenue growth and operating leverage
likely to help breakeven in 4Q18

e US$20m share buyback, or 2.4% of ADS to
reinforce confidence on long-term growth

An open platform for all. Established in 2011, Jianpu Technology
(JT)is an independent open platform (called Rong 360) that
recommends financial products, mainly credit cards and
consumer loans, in China. The key driver for the increase in the
number of loan applications (90m, 316% CAGR in FY15-17) and
credit card volume (2.5m, 124% CAGR) on JT'splatform is
monthly active users (MAU) which have grown rapidly by 108%
CAGR toover 100m in FY15-17.Revenue generated is mainly
from its charges of RMB13-14 per loan application and RMB100
per credit card approval.

Breakeven likely in 4Q18 or early 2019. Compared to 51Credit
(2051 HK, NR) which is similar to JT in providing loan/credit card
referrals but also operates its own P2P platform, JT has a much
larger user base at 100m, vs51Credit's 6.9m, and the quality of
JT'sreferrals is better, as 51Credit's users mostly have multiple
credit cards and high tendency of overleveraging. But JTis still
loss-making due to high sales and marketing (S&M) expenses
(85%/82% of FY17/1H18 revenue) incurred to expand its user
base. Strong revenue growth (306%/110% y-o-y in FY17/1H18)
and operating leverage should help the company to breakeven in
4Q18 or early 2019.

Increasing bargaining power to raise prices. J T expects fees for
credit cards and loans to continue on an uptrend helped by
increasing bargaining power. Fees for credit cards are charged
upon annual renewals whereas loan fees depend on volume,
loan size and duration. Asaresult of recent P2P regulatory
headwinds, JT'sshare price is trading at 46% below its IPO price
of US$8 in Nov 2017, and 1.4x FY19P/S, below its fintech peers’
average of 1.5x.

At A Glance
Issued Capital (m shrs) 28
Mkt Cap (US$m) 133
Major Shareholders (%)
Lightspeed China Partners | GP LLC 18.2
Temasek Holdings Pte. Ltd. 8.1
Wells Capital ManagementInc. 5.4
Free Float(%) 68.3
3m Avg. DailyVal.(US$m) 0.1

ICB Industry: Financials / General Financial
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Jianpu Technology
Income Statement (RMB m) B alance Sheet (RMB m)
FY Dec 2015A 2016A 2017A FY Dec 2015A 2016A 2017A
Revenue - 168 356 1,446  Net Fixed Assets 6 5 19
Cost of Goods Sold - (34) (67) (144)  Invtsin Assocs & JVs - - -
Gross Profit - 134 290 1,302  Other LT Assets 2 1 8
Other Opg (Exp)/Inc - (330) (472)  (1,476)  Cash & ST Invts 1,544
Operating Profit - (196) (182) (174)  Inventory
Other Non Opg (Exp)/Inc - 0 0 (0) Debtors 42 58 182
Associates & JV Inc Other Current Assets 20 72 161
Net Interest (Exp)/Inc - - - - Total Assets 70 134 1,914
Exceptional Gain/(Loss) - - - -
Pre -tax Profit - (196) (182) (174) ST Debt - - -
Tax - (28) Creditors 48 32 177
Minority Interest - Other Current Liab 36 49 198
Preference Dividend - - - - LT Debt
Net Profit - (196) (182) (202)  Other LT Liabilities - -
Net Profit before Except. - (196) (182) (202) Shareholder's Equity (14) 53 -
EBITDA - (193) (178) (168) Minority Interests -
Revenue Gth (%) - - 11.7 305.7 Total Cap. & Liab. 70 134 375
EBITDA Gth (%) - - (3.6) (65.3)
Opg Profit Gth (%) - - (7.1) (4.8) Non-Cash Wkg. Cap (22) 47 (32)
Effective Tax Rate (%) - (16.3) Net Cash/(Debt) - - 1,544
Cash Flow Statement (RMB m) R ates & Ratio
FY Dec 2014A 2015A 2016A 2017A FY Dec 2015A 2016A 2017A
Pre-Tax Profit - (196) (182) (202)  Gross Margin (%) 79.6 81.3 90.1
Dep. & Amort. - 4 5 6  Opg Profit Margin (%) (116.5) (51.2) (12.0)
Tax Paid - - - - Net Profit Margin (%) (116.5) (51.1) (14.0)
Assoc. & JV Inc/(loss) - - - - ROAE (%) n.a. (933.0) (25.4)
(Pft)/ Loss on disposal of FAs - - - - ROA (%) n.a. (178.0) (19.7)
Non-Cash Wkg. Cap. - 20 (67) 60 ROCE (%) n.a. (-346.2) (-13.1)
Other Operating CF - 14 5 108  Div Payout Ratio (%) n.a. n.a. n.a.
Net Operating CF - (159) (239) (28) Interest Cover (x) n.a. n.a. n.a.
Capital Exp. (net) - (5) (4) (19)  Asset Turnover (x) 2.4 3.5 1.4
Other Invts. (net) - - 0 - Debtors Turn (days) 90.4 50.8 30.2
Invts. in Assoc. & JV - - - - Creditors Turn (days) 504.0 218.9 266.2
Div from Assoc. & JV - - - - Inventory Turn (days) n.a. n.a. n.a.
Other Investing CF - - - - Current Ratio (x) 0.7 1.6 5.0
Net Investing CF - (5) (4) (19) Quick Ratio (x) 0.7 1.6 5.0
Div Paid - - - - Net Debt/Equity (X) Cash
Chg in Gross Debt - - - - Capex to Debt (%) n.m. n.m. n.m.
Capital Issues - - - 1,368 N. Cash/(Debt)PS (RMB) n.a. n.a. 4.47
Other Financing CF - 164 243 243 Opg CFPS (RMB) (1.15) (1.73) (0.20)
Net Financing CF 164 243 1,612 Free CFPS (RMB) (1.18) (1.76) (0.33)
Chg in Cash - - - 1,544

Source: Company, DBS HK
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DBS HK recommendations are based an Absolute Total Return* 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 (negative total return of > -20% overthe next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

CompletedDate: 24 Sep 2018 12:07:19 (HKT)
DisseminationDate: 24 Sep2018 16:04:11 (HKT)

Sources for allcharts andtables are DBS HK unless otherwise s pecified.
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 priorwritten consent of DBS HK.

The research setoutin this reportis based on information obtained from sources believed to be reliable, butwe (which collectively refers 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 not conducted due diligence on any of the companies, verified any information or
sources ortaken intoaccountany otherfactors whichwe may consider to be relevant or appropriate in preparing the research. Accordingly, we
do notmake anyrepresentation orwarranty 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 inthis document
does nothave regard to the specific investmentobjectives, financial situationandthe 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 judgementby addressees, wh oshouldobtain
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, and may 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 judgmentas of the date of this report, andthere can
be no assurance that future results orevents will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The informationin this documentis subject to change withoutnotice, its accuracyis notguaranteed, it may be incomplete or condensed, it may
notcontain all material information concerningthe company (or companies) referred to in this reportandthe DBS Groupis un derno obligationto
update the informationin this report.

This publication has notbeen 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 inthis report were based upon a number of estimates and

assumptions and are inherently subject to significant uncertainties and contingencies. It ca nbe expected thatone 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 herein|SNOT TO BE RELIED

UPON as a representationand/or warranty by the DBS Group (and/or any 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 inthis reportthatrefers to commodities, are for the purposes of making forecasts for the company (or companies)
mentionedherein. Theyare notto be construedas 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 offeringof 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 contentofthis research report, inpartor inwhole, certifies that he 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 not have financial interests’ in relation to an issuer or a new listing applicant thatthe analystreviews. DBS Grouphas
procedures in place to eliminate, avoidand manage any potential conflicts of interests thatmay arise 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 compensationto any s pecific investmentbanking function of the
DBS Group.

C O MPANY-SPECIFIC /REGULATORY DISCLOSURES

1. 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), Ping An Insurance (Group) Company (2318 HK) and Ping An Healthcare and
Technology Co Ltd (1833 HK) recommended inthis reportasof20 Sep2018.

2. Neither DBS Bank Ltd nor DBS HK market makes in e quity securities of the issuer(s) or company(ies) mentionedin this Research
Report.
3. 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)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 The Goldman Sachs Group Incorporated (GS US) as of 31 Aug 2018.

4. 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) inthe past 12 months,as of 31 Aug 2018.

DBSVUSA doesnothaveits owninvestmentbanking or research department, norhas it participated inany publicoffering of se curities
as a manageror co-manager orin any otherinvestmentbanking transaction in the past twelve months. Any US persons wishing to
obtain furtherinformation, induding any clarification on disclosures in this disclaimer, or to effecta transaction inany security
discussed in this document should contact DBSVUSA exclusively.

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

6. Disdosure of previous investment recommendation produced:
DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSAmay have published otherinvestment
recommendations inrespect of 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 recommendations
published by DBS Bank Ltd, DBS HK, DBSVS, theirsubsidiaries and/or other affiliates of DBSVUSA inthe preceding 12 months.

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

’ Financial interestis defined as interests thatare commonly known financial interest, suchas investmentin th e securities in respect of an issuer or
a new listing applicant, or financial accommodation arrangement between the issuer or the new listingapplicantand the firm oranalysis. This
term does notincude commercial lendingconductedatarm’'s length, or investments in any collective investment scheme other thanan issuer or
new listingapplicant notwithstanding the factthatthe 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 Ttd, DBSVS or DBSV HK. DBS Bank [td holds Australian Financial
Services Licence no. 475946.

DBSVS andDBSV HK are exempted from the requirement to holdan Australian Financial Services Licence under the
Corporation Act2001 (“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 HKis regulated by the Hong
Kong Securities and Futures Commission under the laws of Hong Kong, which differ from Australian laws.

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 outthe
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 atthe precedingpage, 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 may also
have received compensation and/or seek to obtain compensation for broking, investmentbanking/corporate advisoryand
other services fromthe subject companies.

e
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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 Financial
Advisers Regulations. Where the reportis distributed in Singapore to a personwho isnotan 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 22 88 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 document may be (i) copied, photocopied or d uplicatedin any
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communicationis directed at
persons having professional experience in matters relating to investments. Any investment activity following from this
communicationwill only be engagedin with such persons. Persons who do not have professional experience in matters
relatingto investments shouldnotrely on this communication.

Dubai
Intemational
Finandial
Centre

This research reportis being distributed by DBS Bank Ltd., (DIFC Branch) having its office at PO Box 506538, 3" Floor,
Building 3, East Wing, 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 researchreportis intended 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. 1968003 06E) which is an Exempt Financial Adviser as defined
in the Financial Advisers Actand regulated by the Monetary Authority of Singapore. This reportis for information purposes
only and should notbe reliedupon oractedon by the recipient or 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 contactyour relationship manager or investment
adviserifyou need advice on the merits of buying, sellingor holdinga particular investment. You should note thatthe
information in this reportmay 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 preparedby DBS HK. DBSVUSAdid not participate inits preparation. The research analyst(s) named on this
reportare notregistered as research analysts with FINRA and are not associated 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. Thisreportis 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 securitiesreferredto hereinshould
contact DBSVUSA 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 such jurisdictions.

DBS Bank (Hong Kong) Limited
18" Floor Man Yee building, 68 Des VoeuxRoad Central, Central, HongKong
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: 852 25211812

e-mail: dbsvhk@dbs.com

INDONESIA

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

DBS Bank Tower

Ciputra World 1, 32/F

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: 60326043921

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: 66 2 658 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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