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Target price: SGD3.280 (from SGD3.280) Share price (6 Nov): SGD3.670 | Up/downside: -10.6%



Investor luncheon: sharpening its focus  StarHub held a post-results lunch session  Chairman outlined longer-term priorities



Ramakrishna Maruvada (65) 6499 6543 [email protected]



 Reiterate Underperform (4) rating and maintain TP of SGD3.28 What’s new: StarHub hosted an analyst lunch with its Chairman Terry Clontz and management team, led by CEO Tan Tong Hai. What’s the impact: Terry Clontz, as the company’s founding CEO and current chairman, shared his insights into some the challenges the company is facing, as well as its future strategy. The thrusts include: 1) a focus on the enterprise market, 2) the evolution of its current bundling strategy, and 3) prioritisation of Singapore-centric opportunities. StarHub acknowledged that the enterprise market segment has not delivered to its expectations over the past 5 years mainly on delays associated with provisioning of services on the national broadband network. But, the company remains upbeat about the opportunities it represents over the medium term, given its current low market share. Terry Clontz said that the company would continue to ramp up its investment and use of data analytics technologies to deliver personalised bundled service propositions in the future. The company expects this to result in lower revenue churn and help in extracting higher value from its existing customers. Tan Tong Hai noted that cable TV churn rates have fallen significantly over the years (3Q15: 0.7% versus 1.2% in 3Q12) partly due to the early success in application of data analytics technologies. In terms of expansion plans, Terry Clontz said the board would prefer that the company focus and execute well on opportunities within the Singapore market. We take this as an indication that StarHub currently has no plans to expand beyond Singapore’s shores. Finally, the company said that it is making plans to defend itself from any new entrant, while once again reiterating that a 4th player would be an economically unviable proposition, given the small size of the Singapore market. What we recommend: Much of what we heard during the briefing was reassuring as the board and management team appear to be actively engaged in charting the company’s future business growth strategy. That said, we continue to believe revenue pressures are unlikely to abate soon and thus reiterate our Underperform (4) rating. We leave our DDM-derived target price unchanged at SGD3.28. A declaration of special divided is a key upside risk to our call.



Forecast revisions (%) Year to 31 Dec Revenue change Net profit change Core EPS (FD) change
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12-month range Market cap (USDbn) 3m avg daily turnover (USDm) Shares outstanding (m) Major shareholder



3.440-4.460 4.48 4.55 1,733 ST Telemedia (49.1%)



Financial summary (SGD) Year to 31 Dec Revenue (m) Operating profit (m) Net profit (m) Core EPS (fully-diluted) EPS change (%) Daiwa vs Cons. EPS (%) PER (x) Dividend yield (%) DPS PBR (x) EV/EBITDA (x) ROE (%)



15E 2,455 444 365 0.211 (1.4) (0.5) 17.4 5.4 0.200 n.a. 9.5 n.a.



16E 2,480 468 373 0.215 2.0 1.0 17.1 5.7 0.210 n.a. 9.1 n.a.



17E 2,542 445 354 0.204 (5.1) n.a. 18.0 5.7 0.210 n.a. 9.4 n.a.



Source: FactSet, Daiwa forecasts



How we differ: Unlike some in the market, we believe the shares will be derated in coming months, as we think the dividend-yield compression theme has played out fully.
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Financial summary Key assumptions Year to 31 Dec Total mobile subs (m) Subscriber net add (m) Blended ARPU (Local curr.) Broadband subscriber (m) Broadband ARPU (Local curr.)



2010 2.1 0.2 48.5 0.4 47.9



2011 2.2 0.0 46.8 0.4 46.7



2012 2.2 0.0 46.5 0.4 47.0



2013 2.4 0.2 45.2 0.4 44.8



2014 2.1 (0.2) 45.8 0.5 36.7



2015E 2.2 0.1 47.7 0.5 35.0



2016E 2.2 0.0 47.3 0.5 35.4



2017E 2.3 0.0 47.9 0.5 35.7



2010 1,181 395 661 2,238 6 (913) (583) (406) 342 (25) 0 318 (54) 0 263 263 0.153 0.153 0.153 0.200 342 602



2011 1,218 376 718 2,312 21 (929) (593) (413) 398 (18) 0 380 (64) 0 316 316 0.183 0.183 0.183 0.200 398 676



2012 1,224 396 801 2,422 27 (1,011) (586) (404) 447 (16) 0 431 (72) 0 359 359 0.208 0.208 0.208 0.200 447 720



2013 1,235 386 738 2,359 50 (942) (606) (399) 463 (16) 0 447 (77) 0 371 371 0.214 0.214 0.214 0.200 463 733



2014 1,248 390 750 2,387 47 (949) (609) (400) 477 (21) 0 456 (86) 0 371 371 0.214 0.214 0.214 0.200 477 748



2015E 1,247 390 818 2,455 45 (1,052) (610) (394) 444 (19) 15 440 (75) 0 365 365 0.211 0.211 0.211 0.200 444 718



2016E 1,265 395 820 2,480 50 (1,023) (625) (414) 468 (19) 0 449 (76) 0 373 373 0.215 0.215 0.215 0.210 468 750



2017E 1,301 401 840 2,542 0 (1,033) (643) (421) 445 (19) 0 426 (72) 0 354 354 0.204 0.204 0.204 0.210 445 729



2010 318 260 0 64 29 670 (272) 0 2 (270) (90) 2 (343) 35 (396) 0 3 398



2011 380 278 0 38 0 696 (247) 0 1 (246) (143) (7) (343) (15) (509) 0 (58) 450



2012 431 273 (54) 42 (2) 690 (273) 0 1 (272) 25 (1) (343) 35 (285) 0 133 417



2013 447 270 (89) (7) (26) 595 (303) 0 1 (302) 0 1 (344) 5 (338) 0 (46) 292



2014 456 271 (65) 8 (15) 655 (322) 0 1 (321) 0 1 (345) 8 (337) 0 (3) 333



2015E 440 274 (75) 5 (26) 617 (312) 0 0 (312) (3) 0 (346) 11 (338) 0 (32) 306



2016E 449 282 (76) 5 (31) 629 (295) 0 0 (295) 0 0 (359) 1 (359) 0 (25) 333



2017E 426 284 (72) 13 19 670 (280) 0 0 (280) 0 0 (364) (19) (383) 0 6 389



Profit and loss (SGDm) Year to 31 Dec Mobile Cable TV Other Revenue Total Revenue Other income COGS SG&A Other op.expenses Operating profit Net-interest inc./(exp.) Assoc/forex/extraord./others Pre-tax profit Tax Min. int./pref. div./others Net profit (reported) Net profit (adjusted) EPS (reported)(SGD) EPS (adjusted)(SGD) EPS (adjusted fully-diluted)(SGD) DPS (SGD) EBIT EBITDA



Cash flow (SGDm) Year to 31 Dec Profit before tax Depreciation and amortisation Tax paid Change in working capital Other operational CF items Cash flow from operations Capex Net (acquisitions)/disposals Other investing CF items Cash flow from investing Change in debt Net share issues/(repurchases) Dividends paid Other financing CF items Cash flow from financing Forex effect/others Change in cash Free cash flow Source: FactSet, Daiwa forecasts
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Financial summary continued … Balance sheet (SGDm) As at 31 Dec Cash & short-term investment Inventory Accounts receivable Other current assets Total current assets Fixed assets Goodwill & intangibles Other non-current assets Total assets Short-term debt Accounts payable Other current liabilities Total current liabilities Long-term debt Other non-current liabilities Total liabilities Share capital Reserves/R.E./others Shareholders' equity Minority interests Total equity & liabilities EV Net debt/(cash) BVPS (SGD)



2010 238 0 0 324 561 776 452 5 1,793 330 0 781 1,111 475 153 1,739 260 (206) 54 0 1,793 6,929 568 0.031



2011 179 0 0 356 535 762 424 3 1,723 75 0 862 937 588 176 1,701 263 (240) 23 0 1,723 6,844 483 0.013



2012 312 0 0 306 618 791 397 3 1,809 0 0 917 917 688 161 1,765 263 (220) 44 0 1,809 6,736 376 0.025



2013 267 0 0 345 612 857 381 0 1,850 0 0 931 931 688 149 1,767 271 (189) 83 0 1,850 6,781 421 0.048



2014 264 0 0 407 672 911 405 0 1,987 200 0 1,016 1,216 488 135 1,838 283 (134) 149 0 1,987 6,784 423 0.086



2015E 232 0 0 417 650 954 367 0 1,971 0 0 1,001 1,001 685 117 1,803 283 (115) 168 0 1,971 6,814 453 0.097



2016E 207 0 0 422 628 973 362 0 1,963 0 0 981 981 685 117 1,782 283 (102) 181 0 1,963 6,839 478 0.104



2017E 213 0 0 432 645 974 357 0 1,976 0 0 1,004 1,004 685 117 1,806 283 (112) 171 0 1,976 6,833 472 0.099



2010 4.1 (7.9) (16.2) (17.6) (17.8) 59.2 26.9 15.3 11.8 292.8 14.9 36.4 40.3 1,051.7 17.1 0.0 0.5 13.8 131.0 6.2



2011 3.3 12.3 16.3 19.9 19.8 59.8 29.2 17.2 13.6 823.8 17.9 51.6 58.7 2,138.5 16.9 0.0 0.6 21.6 109.4 7.1



2012 4.7 6.5 12.3 13.9 13.8 58.3 29.7 18.5 14.8 1,087.1 20.3 63.2 80.6 863.2 16.7 0.0 0.7 28.1 96.1 6.6



2013 (2.6) 1.8 3.6 3.2 3.0 60.1 31.1 19.6 15.7 587.5 20.3 61.7 83.3 508.6 17.1 0.0 0.7 29.0 93.2 4.6



2014 1.2 2.1 2.9 (0.1) (0.3) 60.2 31.3 20.0 15.5 319.8 19.3 59.3 72.0 284.1 18.8 0.0 0.6 23.1 93.5 5.2



2015E 2.8 (4.0) (6.8) (1.4) (1.4) 57.2 29.2 18.1 14.9 230.6 18.5 52.6 61.8 269.7 17.0 0.0 0.6 23.6 94.8 4.8



2016E 1.0 4.4 5.3 2.0 2.0 58.8 30.2 18.9 15.0 213.6 18.9 54.4 60.7 264.2 17.0 0.0 0.6 24.6 97.6 5.2



2017E 2.5 (2.7) (4.9) (5.1) (5.1) 59.4 28.7 17.5 13.9 201.0 17.9 51.7 56.8 276.3 17.0 0.0 0.6 23.3 102.9 6.1



Key ratios (%) Year to 31 Dec Sales (YoY) EBITDA (YoY) Operating profit (YoY) Net profit (YoY) Core EPS (fully-diluted) (YoY) Gross-profit margin EBITDA margin Operating-profit margin Net profit margin ROAE ROAA ROCE ROIC Net debt to equity Effective tax rate Accounts receivable (days) Current ratio (x) Net interest cover (x) Net dividend payout Free cash flow yield Source: FactSet, Daiwa forecasts



Company profile StarHub is the second-largest mobile operator and the sole cable-TV operator in Singapore. The company is engaged in the provision of services ranging from mobile telephony to broadband and cable TV.
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Important Disclosures and Disclaimer This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Group Inc., and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. Daiwa Securities Group Inc., Thanachart Securities, Affin Hwang Investment Bank Berhad, PT.Bahana Securities, their respective subsidiaries or affiliates, or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have other interests in the securities of the company under research including market making activities, derivatives in respect of such securities or may have also performed investment banking and other services for the issuer of such securities. The following are additional disclosures. Ownership of Securities For “Ownership of Securities” information, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. Investment Banking Relationship For “Investment Banking Relationship”, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. Portions of this publication are prepared by Affin Hwang Investment Bank Berhad (“Affin Hwang”) and reviewed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates (collectively, “Daiwa”), and is distributed and/or originated from outside Malaysia by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent expressly provided herein. The role of Daiwa Securities Group Inc. and/or its non-U.S. affiliates in connection with this publication is solely limited to the review and distribution of this publication ; and Daiwa Securities Group Inc. and/or its non-U.S. affiliates are not involved in the preparation of this publication in any other way. This research is for Daiwa clients only and the publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Other than disclosures relating to Daiwa, this research is based on current public information that Affin Hwang and Daiwa consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The analysts named in this report may have from time to time discussed with clients, including Daiwa’s salespersons and traders, or may discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities discussed in this report, which impact may be directionally counter to the analysts' published price target expectations for such stocks. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which rating reflects a stock's return potential relative to its coverage group as described herein. Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction where such an offer or solicitation would be illegal nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication constitutes the views of the analyst(s) named herein and does not necessarily reflect those of Daiwa Securities Group Inc. and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Investors should review current options disclosure documents in relation to such investments. Portions of this publication are prepared by PT. Bahana Securities and reviewed by Daiwa Securities Group Inc. and/or its affiliates, and distributed outside Indonesia by Daiwa Securities Group Inc. and/or its affiliates, except to the extent expressly provided herein. Certain copies of this publication may be distributed inside and outside of Indonesia by PT. Bahana Securities in accordance with relevant laws and regulations. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Any review does not constitute a full verification of the publication and merely provides a minimum check. Neither Daiwa Securities Group Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication constitutes the views of the analyst(s) named herein and does not necessarily reflect those of Daiwa Securities Group Inc. and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. Neither Daiwa Securities Group Inc. nor any of its affiliates is licensed to undertake any business within the Republic of Indonesia. Any display of any trade name or logo of the Daiwa Securities Group Inc. on this publication shall not be deemed to be an undertaking of any business within the Republic of Indonesia. Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time may have trades as principals, or have positions in, or have other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and other services for the issuer of such securities. The following are additional disclosures. Portions of this publication are prepared by Thanachart Securities Public Company Limited and distributed outside Thailand by Daiwa Securities Group Inc. and/or its non-U.S. affiliates except to the extent expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Thanachart Securities Public Company Limited (“Thanachart Securities”), Daiwa Securities Group Inc. nor any of their respective parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication constitutes the views of the analyst(s) named herein and does not necessarily reflect those of Thanachart Securities, Daiwa Securities Group Inc. and/or their respective affiliates nor any of their respective directors, officers, servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. All research reports are disseminated and available to our clients simultaneously through electronic publication to our internal client websites. Not all research content is redistributed to our clients or available to third-party aggregators, nor is Daiwa responsible for the redistribution of our research by third party aggregators. IMPORTANT This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the content of this report, which may not be redistributed or otherwise transmitted without prior consent. Ratings Issues are rated 1, 2, 3, 4, or 5 as follows: 1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months. 2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months. 3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months.
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4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months. 5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months. Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for Taiwan, and S&P/ASX 200 for Australia. (Criteria above apply to rating assignments or updates from Jan 2015. For ratings assigned or updated prior to Jan 2015, criteria refer to performance vs. TOPIX/benchmark index over six months.) Japan Conflicts of Interest: Daiwa Securities Co. Ltd. may currently provide or may intend to provide investment banking services or other services to the company referred to in this report. In such cases, said services could give rise to conflicts of interest for Daiwa Securities Co. Ltd. Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.: Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc. Ownership of Securities: Daiwa Securities Co. Ltd. may currently, or in the future, own or trade either securities issued by the company referred to in this report or other securities based on such financial instruments. Daiwa Securities Group has filed major shareholding reports for the following companies of which it owns over 5% (as of 30 October 2015): KITA KOUDENSHA (1734); DAIHO (1822); ICHIKEN (1847); TENOX (1905); TAKAHASHI CURTAIN WALL (1994); Accordia Golf (2131); Nippon Manufacturing Service (2162); CAREER DESIGN CENTER (2410); MCUBS MidCity Investment Corporation (3227); Samty (3244); Sansei Landic (3277); Hoshino Resorts REIT (3287); Invesco Office J-REIT (3298); MUGEN ESTATE (3299); Nippon Healthcare Investment Corporation (3308); BEENOS (3328); Kuriyama Holdings (3355); KFC (3420); SANKO TECHNO (3435); Tosei Reit Investment Corporation (3451); Techfirm Holdings (3625); m-up (3661); mobcast (3664); enish (3667); AVANT (3836); Data Applications (3848); Konoshima Chemical (4026); TIGERS POLYMER (4231); SEPTENI HOLDINGS (4293); RaQualia Pharma (4579); SAGAMI RUBBER INDUSTRIES (5194); NOZAWA (5237); Nakayama Steel Works (5408); NIHON SEIKO (5729); TOKYO ROPE MFG. (5981); TechnoPro Holdings (6028); LINKBAL (6046); NS TOOL (6157); NAKAMURA CHOUKOU (6166); Okada Aiyon (6294); Y.A.C. (6298); SANSO ELECTRIC (6518); W-SCOPE (6619); TERASAKI ELECTRIC (6637); Togami Electric Mfg. (6643); MITSUMI ELECTRIC (6767); SUMIDA CORPORATION (6817); Ferrotec (6890); ENOMOTO (6928); YAMAICHI ELECTRONICS (6941); Astmax (7162); GMO Click Holdings (7177); Nojima (7419); Daiko Denshi Tsushin (8023); NICHIMO (8091); MONEY SQUARE HOLDINGS (8728); Money Partners Group (8732); Daiwa Office Investment Corporation (8976); Japan Hotel REIT Investment Corporation (8985); Japan Rental Housing Investments (8986); Cerespo (9625); Imperial Hotel (9708); Marubeni Construction Material Lease (9763); PARKER CORPORATION (9845); VITEC HOLDINGS (9957). Lead Management: Daiwa Securities Co. Ltd. has lead-managed public offerings and/or secondary offerings (excluding straight bonds) in the past twelve months for the following companies: DAIHO (1822); DAIYU EIGHT (2662); Hulic (3003); Torikizoku (3193); HOTLAND (3196); Daiwa House REIT Investment Corporation (3263); Activia Properties (3279); AEON REIT Investment Corporation (3292); Nippon Healthcare Investment Corporation (3308); Toridoll.corporation (3397); Tosei Reit Investment Corporation (3451); Kenedix Retail REIT Corporation (3453); Samty Residential Investment Corporation (3459); TECNOS JAPAN (3666); OPTiM (3694); CrowdWorks (3900); KAYAC (3904); Datasection (3905); TerraSky (3915); TAKEMOTOYOHKI (4248); MEDICAL SYSTEM NETWORK (4350); Rakuten (4755); Nihon Enterprise (4829); Dexerials (4980); KUNIMINE INDUSTRIES (5388); GMO TECH (6026); Adventure (6030); Interworks (6032); EXTREME (6033); MRT (6034); FIRSTLOGIC (6037); PUNCH INDUSTRY (6165); Brangista (6176); Japan Post Holdings (6178); GMO Media (6180); SONY (6758); Japan Post Insurance (7181); Japan Post Bank (7182); ATOM (7412); Menicon (7780); PLATZ (7813); KIKUSUI CHEMICAL INDUSTRIES (7953); TASAKI (7968); Kyokuto Boeki Kaisha (8093); ORIX JREIT (8954); HEIWA REAL ESTATE REIT (8966); Daiwa Office Investment Corporation (8976); Japan Hotel REIT Investment Corporation (8985); Japan Rental Housing Investments (8986); Smartvalue (9417); U-NEXT (9418); MTI (9438); HIROSHIMA GAS (9535); ISB (9702); GAKKYUSHA (9769); ZAOH COMPANY (9986). (list as of 1 November 2015) The Affiliates of Daiwa Securities Group Inc.* engaged in investment banking service (lead-manager/joint lead-manager/co-manager of public offerings and/or secondary offerings [excluding straight bonds]) in the past twelve months for the following companies: Modern Land (China) Co. Ltd (1107 HK); econtext Asia Ltd (1390 HK); Accordia Golf Trust (AGT SP); Hua Hong Semiconductor Ltd (1347 HK); GF Securities Co Ltd (1776 HK); Mirae Asset Life Insurance Co Ltd (085620 KS). (list as of 1 September 2015) *Affiliates of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited, Daiwa Capital Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea Co., Ltd. Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law (This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.) If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the following items.  In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction. In some cases, our company also may charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident.  For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements.  There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.  There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.  Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants. * The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of each transaction etc. When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions regarding the signing of the agreement with our company. Corporate Name: Daiwa Securities Co. Ltd. Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108 Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial Instruments Firms Association Disclosure of Interest of Thanachart Securities Disclosure of Interest of Affin Hwang Investment Bank Disclosure of Interest of Bahana Securities Investment Banking Relationship Within the preceding 12 months, Bahana Securities has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the securities of the following companies: J Resources Asia Pasific Tbk PT (PSAB IJ); Waskita Karya Persero Tbk PT (WSKT IJ); Adhi Karya Persero Tbk PT (ADHI IJ); PP Properti Tbk PT (PPRO IJ); Merdeka Copper Gold Tbk PT (MDKA IJ); Anabatic Technologies Tbk PT (ATIC IJ). Hong Kong This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限公司) (“DHK”) which is regulated by the Hong Kong Securities and Futures Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. Relevant Relationship (DHK) DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. Korea The developing analyst of this research and analysis material hereby states and confirms that the contents of this material correctly reflect the analyst’s views and opinions and that the analyst has not been placed under inappropriate pressure or interruption by an external party. Name of Analyst: Thomas Y. Kwon
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