oEYY Bits & pieces

La La Land - Given where things were just a few months ago it’s incredible we are now speaking
of bubbles. Following some rip-roaring performance in the internet/tech/software space there
are more than a few stocks sporting La La Land valuations. This week I’'ve taken a quick stroll
through some of the more “impressive” sites on offer within La La Land.

“The price of a stock: 1) the Future Cash flows of a company, 2) what people are willing to pay for them .....
boy is two hard to model” Michael Antonelli@BullandBaird tweet

“So like around March | could feel it coming. I just — | had to play. | couldn’t help myself. And three times
during the same week | pick up a — don’t do it. Don’t do it. Anyway, | pick the phone up finally. | think I
missed the top by an hour. | bought $6 billion worth of tech stocks, and in six weeks | had left Soros and |
had lost $3 billion in that one play. You ask me what | learned. | didn’t learn anything. | already knew that |
wasn’t supposed to do that. | was just an emotional basket case and | couldn’t help myself. So maybe |
learned not to do it again, but | already new that.” Stan Druckenmiller recalling events of 1999/2000 as
he watched tech stocks scream higher with little involvement.

“Overpaying for quality. In 2000, Walmart traded at 40x PE and market cap was over $250 billion. Over the

next decade, Walmart continued to grow, earnings went up, and everything went well for the company. But

the stock didn’t pass 2000 peak for another 13 years.” Variant Perception’s Jonathan Tepper highlighting the
importance of valuation at entry points. Avoid QAAP (Quality At Any Price)

“Started an EV company last night. Taped a double A battery to a Ford F-150. Implied valuation: $69
billion.” Some satire from @thestinkmarket

“We have been chastened by GSX’s strong performance amid Covid-19 and lots of liquidity ..... As the
market continues to focus on sales growth rather than immediate earnings, we change our valuation
methodology from PE to P/S ..... After valuing GSX on a premium valuation of 8x P/S factoring the “new
normal” market conditions, we raise our target from US$30 to US$63 and reiterate our SELL call.” Analyst
Youngrin Kim on GSX Techedu this week. The stock is up 300% in USD YTD and ranks as the 2nd best
global large cap performer (mkt cap >US$20bn) over that time. Zoom Video is in 15t place.

“At 10 times revenues, to give you a 10-year payback, | have to pay you 100% of revenues for 10 straight
years in dividends. That assumes | can get that by my shareholders. It also assumes | have zero cost of
goods sold, which is very hard for a computer company. That assumes zero expenses, which is really hard
with 39,000 employees. That assumes | pay no taxes, which is very hard. And that assumes you pay no
taxes on your dividends, which is kind of illegal. And that assumes with zero R&D for the next 10-years, |
can maintain the current revenue run rate. Now, having done that, would any of you like to buy my stock at
$64? Do you realize how ridiculous those basic assumptions are? ..... What were you thinking?” Then CEO of
Sun Microsystems Scott McNeely post the dot.com implosion

What now? With many of the mega-cap tech/internet leaders offering little upside to consensus
target prices (have stocks moved so fast that analysts can’t keep up?) it is timely that both
CLSA’s quant and technical teams point to a period where value is expected to outperform growth
- there are plenty of value candidates across to region to choose from if that proves the case.

“Set for another tactical rebound in value/growth ratio: The rubber band effect has often been used to
describe moves in equity markets where prices get stretched too far one way or the other and eventually
they snap back. The MSCI World Value versus Growth (V/G) ratio is now trading at a new all-time low and at
an 18.6% discount to its 200-day MA, which sets the index up for another tactical mean reversion trade
within an ongoing growth cycle.” Head of Technical research Laurence Balanco

“We expect value and GARP strategies to outperform through the end of the year.” Head of Quant Strategy
Jon Barden

Plus:

¢ What would you rather? Some comparisons between stocks of similar market cap
e 9 things value investors do all the time

e Several value ideas from Ev Moore’s “Moore Day” daily

e Last Word — Job interview

Damian Kestel Australian mobile: (+61) 401 362629 damian.kestel@clsa.com



La La Land

Given where things were just a few months ago it’s incredible

we are now speaking of bubbles. Following some rip-roaring

performance in the internet/tech/software space there are
more than a few stocks with La La Land valuations.

Both CLSA’s quant and technical teams point to a period where
value is expected to outperform growth - there are plenty of

value candidates across to region to choose from if that proves

the case.

But first a quick walk through some of La La Land

Global Large Caps (mkt cap >US$20bn) - Best YTD performance

Ticker
ZM US Equity ZOOM VIDEO COMMUNICATIONS-A
GSXUS Equity ~ GSX TECHEDU INC- ADR
TSLAUS Equity TESLAINC
981 HK Equity SEMICONDUCTOR MANUFACTURING
708 HK Equity EVERGRANDE HEALTH INDUSTRY G
MRNA US Equity MODERNA INC
SE US Equity SEALTD-ADR
688012 CH Equity ADVANCED MICRO-FABRICATION-A
DOCU US Equity DOCUSIGN INC
SHOP CN Equity SHOPIFY INC - CLASS A
688111 CH Equity BENING KINGSOFT OFFICE SO-A
300433 CH Equity LENS TECHNOLOGY CO LTD-A
DDOG US Equity DATADOG INC - CLASS A
300122 CH Equity CHONGQING ZHIFEI BIOLOGICA-A
W US Equity WAYFAIR INC- CLASS A
TWLO US Equity TWILIO INC - A
241 HK Equity ALIBABA HEALTH INFORMATION T
600588 CH Equity YONYOU NETWORK TECHNOLOGY-A
CRWD US Equity CROWDSTRIKE HOLDINGS INC - A
PDD US Equity PINDUODUO INC-ADR
035720 KS Equity KAKAO CORP
1211 HK Equity  BYD CO LTD-H
601888 CH Equity CHINA TOURISM GROUP DUTY F-A
002475 CH Equity LUXSHARE PRECISION INDUSTR-A
000661 CH Equity CHANGCHUN HIGH & NEW TECH-A
300750 CH Equity CONTEMPORARY AMPEREX TECHN-A
COUP US Equity COUPA SOFTWARE INC
300059 CH Equity EAST MONEY INFORMATION CO-A
SQ US Equity SQUARE INC - A
3690 HK Equity  MEITUAN DIANPING-CLASS B
DXCMUS Equity DEXCOM INC
TAQA UH Equity ABU DHABI NATIONAL ENERGY CO
NSU GR Equity  AUDIAG
601012 CH Equity LONGI GREEN ENERGY TECHNOL-A
OKTAUS Equity OKTAINC
ADYEN NA Equity ADYEN NV
PLZL RMEquity POLYUS PJSC

Name

JD US Equity JD.COMINC-ADR
SPOT US Equity SPOTIFY TECHNOLOGY SA
6066 HK Equity = CSC FINANCIAL CO LTD-H

300760 CH Equity SHENZHEN MINDRAY BIO-MEDIC-A
068270 KS Equity CELLTRION INC

MELIUS Equity = MERCADOLIBRE INC

VEEV US Equity VEEVA SYSTEMS INC-CLASS A

Market Cap
77,823,754,240
20,912,510,976
286,549,475,328
30,420,717,568
22,740,654,080
24,344,262,656
57,230,118,912
20,569,507,840
38,557,044,736
123,472,412,672
25,752,350,720
21,858,533,376
28,863,092,736
25,554,190,336
21,175,439,360
33,693,939,712
37,093,244,928
24,172,558,336
25,138,618,368
104,552,767,488
25,989,988,352
32,180,951,040
56,763,326,464
56,045,379,584
26,309,074,944
64,295,579,648
20,677,541,888
29,517,166,592
56,258,928,640
157,241,688,064
40,598,499,328
31,223,232,512
76,772,196,352
24,902,832,128
27,255,775,232
47,158,509,568
25,037,248,512
101,379,620,864
51,689,861,120
48,023,334,912
55,348,219,904
36,441,575,424
51,491,061,760
38,161,281,024

Ind Subgroup
Computer Software
Educational Software
Auto-Cars/Light Trucks
Semicon Compo-Intg Circuits
Retirement/Aged Care
Medical-Biomedical/Gene
Entertainment Software
Electronic Compo-Semicon
Data Processing/Mgmt
Web Hosting/Design
Computer Software
Miscellaneous Manufactur
Computer Software
Medical-Whsle Drug Dist
E-Commerce/Products
Computer Software
Retail-Drug Store
Enterprise Software/Serv
Computer Data Security
E-Commerce/Products
Internet Content-Entmnt
Auto-Cars/Light Trucks
Travel Services
Electronic Compo-Misc
Therapeutics
Batteries/Battery Sys
Enterprise Software/Serv
Finance-Invest Bnkr/Brkr
Commercial Serv-Finance
E-Commerce/Products
Drug Delivery Systems
Electric-Generation
Auto-Cars/Light Trucks
Energy-Alternate Sources
Internet Applic Sftwr
Commercial Serv-Finance
Gold Mining
E-Commerce/Products
Internet Content-Info/News
Finance-Invest Bnkr/Brkr
Medical Products
Medical-Generic Drugs
E-Commerce/Services
Enterprise Software/Serv

BEst BEst BEst BEst
P/E PEG P/B P/S

BF12M Ratio:'Y BF12M BF12M
204.28 4.15 49.49 38.44
137.83 47.67 16.08
185.24 10.46 23.81 8.60
119.82 5.98 3.92 7.91
7.29 25.63
11.22
415.17 33.80 47.45
327.61 14.35 64.92 25.98
1802.48 44.76 48.32
191.90 26.45 54.80
38.56 5.65 3.74
1643.49 35.33 43.33
50.13 18.71 10.19
1.56
5549.89 7.78 19.59
506.97 46.60 13.24
134.19 21.80 18.39 15.29
2112.72 17.30 28.54
33.77 11.67
73.68 0.99 5.15 7.40
74.33 6.98 3.59 1.51
71.25 2.44 15.28 6.93
48.93 2.20 12.62 3.77
58.21 15.25 17.09
84.17 5.46 10.31 7.41
628.45 22.50 11.51 37.72
62.11 2.13 6.98 29.92
200.18 18.23 29.50 10.74
113.80 231 10.74 7.96
165.68 6.40 3131 20.26
11.25 6.01
25.86 4.86 3.09
61.31 30.94
129.46 4.70 31.27 54.47
13.87 5.36 9.11 5.32
38.76 1.17 6.19 0.90
21.03 5.16
12.69 90.01 1.38 17.17
62.49 15.23 17.28
77.02 7.97 12.26 23.69
26.85 14.46
92.06 5.29 16.72 25.25

YTD Tot
Ret
305.45
300.87
269.24
251.34
241.06
220.09
200.85
193.72
183.51
171.63
165.60
162.79
155.19
147.62
147.60
144.79
142.22
139.02
133.91
130.83
129.32
131.40
118.85
114.15
112.09
110.94
110.79
105.19
104.68
102.16
100.99

95.78
95.00
92.93
89.59
91.72
84.79
86.23
86.05
85.45
82.19
81.77
81.11
80.69

Note the “impressive” array of PER/PEG/PB and P/Sales ratios on offer after some spectacular gains AMA

Let’s have a look at some of the sky rockets in flight

\
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The price of a stock:
1) the Future Cash flows of a
company
2) what people are willing to pay
for them
@ boy is #2 hard to model...
Global Large Caps (mkt cap >US$20bn) - Highest PEG Ratio m

BEst

BEstP/E PEG BEstP/B BEstP/S YTD Tot
Ticker Name Market Cap Ind Subgroup BF12M Ratio:Y BF12M BF12M Ret
6066 HK Equity  CSC FINANCIAL CO LTD-H 48,023,334,912 Finance-Invest Bnkr/Brkr 1269 90.01 138 1717 ~ 8545
SHOP CN Equity SHOPIFY INC - CLASS A 123,472,412,672 Web Hosting/Design  1802.48  44.76 . 4832 171.63
COUP US Equity COUPA SOFTWARE INC 20,677,541,888 Enterprise Software/Serv 62845 2250 1151  37.72 11079
600588 CH Equity YONYOU NETWORK TECHNOLOGY-A 24,172,558,336 Enterprise Software/Serv  134.19  21.80 1839 1529 138.02
SQ US Equity SQUARE INC - A 56,258,928,640 Commercial Serv-Finance  200.18 18.23 29.50 10.74 104.68
DOCU US Equity DOCUSIGN INC 38,557,044,736 Data Processing/Mgmt ~ 327.61  14.35 6492 2598 183.51
TSLA US Equity TESLA INC 286,549,475,328 Auto-C_ars/Light Trucks 185.24 10.46 23.81 8.60 269.24
068270 KS Equity CELLTRION INC 36,441,575,424 Medical-Generic Drugs 77.02 7.97 12.26 23.69 81.77
1211 HK Equity BYD COLTD-H 32,180,951,040 Auto-Cars/Light Trucks 74.33 6.98 3.59 1.51 431.40
DXCM US Equity DEXCOM INC 40,598,499,328 Drug Delivery Systems  165.68 6.40 31.31 20.26 100.99
981 HK Equity ~ SEMICONDUCTOR MANUFACTURING 30,420.717,568  Semicon Compo-intg Circuits  119.82  5.98 3.92 791 25134
300750 CH Equity CONTEMPORARY AMPEREX TECHN-A 64,295,579,648 Batteries/Battery Sys 84.17 5.46 10.31 7.41 110.94
PLZL RM Equity POLYUS PJSC 25,037,248,512 Gold Mining ~ 13.87 5.36 9.11 532  84.56
VEEV US Equity VEEVA SYSTEMS INC-CLASS A 38,161,281,024 Enterprise Software/Serv ~ 92.06 529 1672 2525  B0.69
ADYEN NA Equity ADYEN NV 47,158,509,568 Commercial Serv-Finance  129.46 4.70 31.27 54.47 91.45
ZM US Equity Z20O0M VIDEO COMMUNICATIONS-A 77,823,754,240 Computer Software  204.28 4.15 49.49 38.44 30545
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SUN MICROSYSTEMIS CEO CIRCA 2000
Price-To-Sales Sends A Warning l

Ju§t after the “dot.com” bust, I wrote a valuation article quoting Scott McNeely. He was the CEO of Sun
Microsystems at the time. At its peak, the stock was trading at 10x its sales. (Price-to-Sales ratio) In
a Bloomberg interview, Scott made the following point. R

@ REAL INVESTMENT ADVICE

Written by Lance Roberts | Jul 7, 2020

“At 10 times revenues, to give you a 10-year payback, I have to pay you 100% of revenues for 10
straight years in dividends. That assumes I can get that by my shareholders. It also assumes I have zero
cost of goods sold, which is very hard for a computer company.

That assumes zero expenses, which is really hard with 39,000 employees.That assumes I pay no taxes,
which is very hard. And that assumes you pay no taxes on your dividends, which is kind of illegal. And

LWhat were you thinking? (PRozAgLy VERY LI "ﬂf)

that assumes with zero R&D for the next 10-years, I can maintain the current revenue run rate.

Now, having done that, would any of you like to buy my stock at $64? Do you realize how ridiculous
those basic assumptions are? You don’t need any transparency. You don’t need any footnotes.

.TH.EIJ‘LET"‘éoTOLA‘A%
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Global Large Caps (mkt cap >US$20bn) - Highest P/Sales Ratio \
BEst v
BEstP/IE PEG BEstP/B BEst P/S{YTD Tot
Ticker Name Market Cap ind Subgroup BF12M Ratio:Y BF12M BF12M Ret
—
688111 CH Equity BEWING KINGSOFT OFFICE SO-A 25,752,350,720 Computer Software  191.90 26.45 5480 165.60
ADYEN NA Equity ADYEN NV 47,158,509,568 Commercial Serv-Finance  129.46 4.70 31.27 54.47 91.38
SHOP CN Equity SHOPIFY INC - CLASS A 123,472,412,672 Web Hosting/Design  1802.48 44.76 48.32 171.63
688012 CH Equity ADVANCED MICRO-FABRICATION-A 20,569,507,840 Electronic Compo-Semicon  415.17 33.80 47.45 193.72
DDOG US Equity DATADOG INC - CLASS A 28,863,092,736 Computer Software 1643.49 35.33 4333 155.19
ZM US Equity ZOOM VIDEO COMMUNICATIONS-A 77,823,754,240 Computer Software  204.28 415 49.49 38.44 30545
COUP US Equity COUPA SOFTWARE INC 20,677,541,888 Enterprise Software/Serv  628.45 22.50 11.51 37.72 110.79
OKTA US Equity OKTA INC 27,255,775,232 Intemet Applic Sftwr 61.31 30.94 89.59
300059 CH Equity EAST MONEY INFORMATION CO-A 29,517,166,592 Finance-invest Bnkr/Brkr 62.11 213 6.98 2992 105.19
CRWD US Equity CROWDSTRIKE HOLDINGS INC - A 25,138,618,368 Computer Data Security 2112.72 17.30 2854 133.91
2269 HK Equity WUXI BIOLOGICS CAYMAN INC 25,413,519,360 Medical Labs&Testing Srv 105.97 5.09 11.97 27.58 58.54
TTD US Equity TRADE DESK INC/THE -CLASS A 21,278,046,208 Advertising Services  153.56 6.87 24.74 26.07 77.84
DOCU US Equity DOCUSIGN ING 38,557,044,736 Data Processing/Mgmt ~ 327.61 14.35 64.92 2598 183.51
MRNA US Equity MODERNA INC 24,344,262,656 Medical-Biomedical/Gene 7.29 2563 220.09
VEEV US Equity VEEVA SYSTEMS INC-CLASS A 38,161,281,024 Enterprise Software/Serv 92.06 5.29 16.72 25.25 80.69
TEAM US Equity ATLASSIAN CORP PLC-CLASS A 47,394,516,992 Enterprise Software/Serv  148.07 6.33 38.50 24.00 59.55
068270 KS Equity CELLTRION INC 36,441,575,424 Medical-Generic Drugs 77.02 7.97 12.26 23.69 81.77
SGEN US Equity SEATTLE GENETICS INC 30,180,296,704 Medical-Biomedical/Gene 33.68 22.04 52.59
2413 JP Equity M3 INC 31,074,435,072 Internet Content-Info/News ~ 116.27 7.14 17.90 21.53 51.25
DXCM US Equity DEXCOM INC 40,598,499,328 Drug Delivery Systems  165.68 6.40 31.31 20.26 100.99
RNG US Equity RINGCENTRAL INC-CLASS A 25,007,949,824 Communications Software  266.81 12.71 50.30 19.79 68.67
600519 CH Equity KWEICHOW MOUTAI CO LTD-A 307,588,431,872 Beverages-Wine/Spirits 42.40 3.10 12.41 19.76 52.39
TWLO US Equity TWILIO INC - A 33,693,939,712 Computer Software 5549.89 7.78 19.59 144.79
WPM CN Equity WHEATON PRECIOUS METALS CORP 20,962,269,184 Precious Metals 46.68 10.31 3.70 19.55 65.04
GMAB DC Equity GENMAB A/S 22,995,077,120 Medical-Biomedical/Gene 42.30 1.60 7.30 17.42 56.26
300760 CH Equity SHENZHEN MINDRAY BIO-MEDIC-A 55,348,219,904 Medical Products 62.49 15.23 17.28 82.19
6066 HK Equity CSC FINANCIAL COLTD-H 48,023,334,912 Finance-Invest Bnkr/Brkr 12.69 90.01 1.38 17.17 85.45
000661 CH Equity CHANGCHUN HIGH & NEW TECH-A 26,309,074,944 Therapeutics 58.21 16.25 17.09 11209
NVDA US Equity NVIDIA CORP 257,789,542,400 Electronic Compo-Semicon 46.77 273 13.64 16.41 78.34
GSX US Equity GSX TECHEDU INC- ADR 20,912,510,976 Educational Software  137.83 47.67 16.08 300.87
600588 CH Equity YONYOU NETWORK TECHNOLOGY-A 24,172,558,336 Enterprise Software/Serv  134.19 21.80 18.39 15.29 139.02
SNAP US Equity SNAPINC -A 36,901,998,592 Internet Content-Entmnt 20.88 14.49 56.34
MELi US Equity = MERCADOLIBRE INC 51,491,061,760 E-Commerce/Services 26.85 14.46 81.11
300015 CH Equity AIER EYE HOSPITAL GROUP CO-A 27,046,656,000 Medical-Hospitals 91.15 21.04 13.95 54.36
241 HK Equity ALIBABA HEALTH INFORMATION T 37,093,244,928 Retail-Drug Store ~ 506.97 46.60 13.24 14222
000858 CH Equity WULIANGYE YIBIN CO LTD-A 114,794,528,768 Beverages-Wine/Spirits 37.59 210 8.80 12.90 66.26
603259 CH Equity WUXI APPTEC CO LTD-A 33,322,870,784 Medical Labs&Testing Srv 77.31 10.97 12.58 60.05
002607 CH Equity OFFCN EDUCATION TECHNOLOGY-A 26,178,447,360 Schools 65.23 26.84 12.16 77.35
DIM FP Equity SARTORIUS STEDIM BIOTECH 24,832,604,160 Medical Products 62.77 3.95 13.97 11.78 62.75
PDD US Equity PINDUODUO INC-ADR 104,552,767,488 E-Commerce/Products 33.77 11.67 130.83
4519 JP Equity CHUGA! PHARMACEUTICAL CO LTD 84,777,410,560 Medical-Drugs 34.55 2.86 6.65 11.48 61.40
SE US Equity SEA LTD-ADR 57,230,118,912 Entertainment Software 11.22 20085
SQ US Equity SQUARE INC - A 56,258,928,640 Commercial Serv-Finance  200.18 18.23 29.50 10.74 104.68
300122 CH Equity CHONGQING ZHIFE! BIOLOGICA-A 25,554,190,336 Medical-Whsle Drug Dist 50.13 18.71 1019 147.62
603501 CH Equity WIiLL SEMICONDUCTOR LTD-A 30,104,393,728 Electronic Compo-Semicon 76.56 18.54 9.50 71.21
PYPL US Equity PAYPAL HOLDINGS INC 209,470,308,352 Commercial Serv:Finance 47.14 3.38 10.04 9.42 64.93
NFLX US Equity NETFLIXINC 241,333,665,792 internet Content-Entmnt 67.44 254 18.76 8.86 69.59
TSLA US Equity TESLAINC 286,549,475,328 Auto-Cars/Light Trucks ~ 185.24 10.46 23.81 8.60 269.24
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Stanley Druckenmiller Lost Tree Club 1-18-15 LESSoN QOM
DRYCR THAT You
KL: You mentioned some of your biggest winners in your
PRORARLY ALREALY
career. What is the biggest mistake you made and
KNnow ..... TovsT
what did you learn from it? L//(E MHE O/A

8D: Well, I made a lot of mistakes, but I made one real

doozy. So, this is kind of a funny story, at least T HAPPENED WPaN TS
TRANSCRIPT OF A

SPEECH STAN
little. But in 1999 after Yahoo and America Online DRUCKEM L ER LAVE

it is 15 years later because the pain has subsided a

had already gone up like tenfold, I got the bright /N 20/%.
HERE 15 A SMIPPET
OF WHAT HE SA/D

idea at Soros to short internet stocks. And I put

200 million in them in about February and b
Y Y RESARDING WIS BISGEST
mid-march the 200 million short I had lost $600 PSTARE WHIEH /S
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like 15 percent on the year. And I was very proud of MoVES

million on, gotten completely besat up and was down

the fact that I never had a down year, and I thought 21
well, I'm finished. '
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So, the next thing that happens is I can’t remember
whether I went to Silicon Valley or I talked to some
22-year-old with Asperger’s. But whoever it was,

they convinced me about this new tech boom that was

going to take place. So I went and hired a couple of
gun slingers because we only knew about IBM and

Hewlett-Packard. I needed Veritas and Verisign. I
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play. You asked me what I learned. I didn’t learn
ar————

Stanley Druckenmiller Lost Tree Club 1-18-15

wanted the six. So, we hired this guy and we end up

on the year - we had been down 15 and we ended up

like 35 percent on the year. And the Nasdag’s gone

PR

up 400 percent.

So, I‘1ll never forget it. January of 2000 I go into
Soros's office and I say I'm selling all the tech
stocks, selling everytﬁing. This is crazy. [unint.]
at 104 times earnings. This is nuts. Just kind of
as I explained earlier, we’'re going to step aside,
wait for the net fat pitch. i didn’'t fire the two
gun slingers. They didn’t have enough money to

HA

really hurt the fund, but they started making 3 ////

percent a day and I'm out. It is driving me nuts. I

mean their little account is like up 50 percent on
the year. I think Quantum was up seven. It’'s just

sitting there.

So like around March I could feel it coming. I just
- I had to play. I couldn’t help myself. And three
times during the same week I pick up a - don’t do it.
Don't do it. Anyway, I pick up the phone finally. I

think I missed the top by an hour. I bought

$6 billion worth of tech stocks, and in six weeks I

had left Soros and I had lost $3 billion in that one

NEXT PASE

SPoT
THE

anything. I already knew that I wasn't supposed.to

do that. I was just an emotional basket case and A,FF
couldn’t help myself. So, maybe I learned not to do
it again, but I already knew that. \L




2 LIKTS : SPOT THE DIFF

Top 30 Global Companies by Market Cap

Ticker

ARAMCO AB Equity

AAPL US Equity
MSFT US Equity
AMZN US Equity
GOOGL US Equity
BABA US Equity
FB US Equity
700 HK Equity
BRK/A US Equity
JNJ US Equity

V US Equity
WMT US Equity
NESN SW Equity
600519 CH Equity
2330 TT Equity
PG US Equity
ROG SW Equity
MA US Equity
JPM US Equity
TSLA US Equity
UNH US Equity
HD US Equity.
005930 KS Equity
NVDA US Equity
601398 CH Equity
INTC US Equity
NFLX US Equity
MC FP Equity

VZ US Equity
ADBE US Equity

Short Name

SAUDI ARABIAN Ol
APPLE INC
MICROSOFT CORP
AMAZON.COM INC
ALPHABET INC-A
ALIBABA GRP-ADR
FACEBOOK INC-A
TENCENT
BERKSHIRE HATH-A
JOHNSON&JOHNSON
VISA INC-CLASS A
WALMART INC
NESTLE SA-REG
KWEICHOW MOUTA-A
TSMC

PROCTER & GAMBLE
ROCHE HLDG-GENUS
MASTERCARD INC-A
JPMORGAN CHASE
TESLA INC
UNITEDHEALTH GRP
HOME DEPOT INC
SAMSUNG ELECTRON
NVIDIA CORP

IND & COMM BK-A
INTEL CORP

NETFLIX INC

LVMH MOET HENNE
VERIZON COMMUNIC
ADOBE INC

Market Cap (USD) Est P/E Nxt Yr

Top 30 Global Companies by Income

Ticker

ARAMCO AB Equity

BRK/A US Equity
AAPL US Equity
601398 CH Equity
939 HK Equity
1288 HK Equity
3988 HK Equity
2318 HK Equity
BABA US Equity
7203 JP Equity
GAZP RM Equity
005930 KS Equity
941 HK Equity
700 HK Equity
600036 CH Equity
NVTK RM Equity
SBER RM Equity
3328 HK Equity
2330 TT Equity
ROSN RM Equity
INVEB SS Equity
LKOH RM Equity
601166 CH Equity
883 HK Equity
1658 HK Equity
600000 CH Equity
2628 HK Equity
386 HK Equity
9432 JP Equity
600016 CH Equity

Short Name

SAUDI ARABIAN O!
BERKSH!RE HATH-A
APPLE INC

IND & COMM BK-A
CCB-H

ABC-H

BANK OF CHINA-H
PING AN

ALIBABA GRP-ADR
TOYOTA MOTOR
GAZPROM
SAMSUNG ELECTRON
CHINA MOBILE
TENCENT

CHINA MERCH BK-A
NOVATEK PJSC
SBERBANK
BANKCOMM-H
TSMC

ROSNEFT
INVESTOR AB-B
LUKOIL

INDUSTRIAL BAN-A
CNOOC

POSTAL SAVINGS-H
SHANG PUDONG-A
CHINA LIFE-H
SINOPEC CORP-H
NIPPON TELEGRAPH
CHINA MINSHENG-A

1,783,524,360,192 23.8
1,662,997,626,880 257
1,620,353,613,824 33.2
1,596,083,273,728 59.2
1,051,540,389,888 23.0

705,944,158,208 227
698,776,879,104 22.1
666,934,771,712 31.0
444,141,568,000 17.5
375,087,235,072 16.1
374,220,488,704 32.0
370,079,662,080 23.8
327,806,287,872 232
319,904,546,816 38.7
311,773,167,616 19.7
306,707,365,888 238
303,595,159,552 15.5
296,785,936,384 33.1
293,336,907,776 11.1
286,549,475,328 126.9
276,196,556,800 16.3
268,999,016,448 225
265,664,200,704 10.1
257,789,542,400 405
256,170,672,128
252,050,014,208 12.1
241,333,665,792 56.9
230,047,924,224 27.9
225,479,376,896 11.1
223,619,940,352 39.8
Net Income (USD) Market Cap (USD)

88,192,725,929
81,417,003,008

1,783,524,360,192
444,141,568,000

55,255,998,464 1,662,997,626,880
45,206,674,437 256,170,672,128
38,620,067,779 204,634,963,968
30,709,509,415 164,453,695,488

27,134,226,588
21,632,527,073
21,457,633,797
19,098,253,318

141,350,207,488
212,198,277,120
705,944,158,208
205,882,146,816

18,599,500,929 67,058,499,584
18,459,953,858 265,664,200,704
15,440,469,197 145,557,176,320
13,510,284,226 666,934,771,712
13,446,142,768 133,239,988,224
13,382,338,628 44,471,914,496
13,064,169,235 64,598,892,544

51,518,713,856
311,773,167,616

11,189,457,531
11,176,057,709

10,947,368,950 54,382,268,416
10,709,726,969 42,117,537,792
9,898,678,659 49,793,617,920
9,536,977,898 51,983,720,448
8,838,658,936 51,151,405,056
8,822,442,986 59,169,775,616
8,529,678,752 48,909,697,024

8,439,330,710
8,320,313,713
7,867,731,837
7,792,411,975

138,855,399,424
68,202,262,528
92,578,676,736
35,185,926,144

(P2 pBERE DATA)
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LoonRRACK, Overpaying for quality AVord

In 2000, Walmart traded at 40xPE . “gaap - Guak/7Y AT ANY PRICE
and market cap was $250 billion. SAAP - LROWTH AT ANY PR/cE

* Over the next decade, Walmart M Price Earnings Ratio (P/E) 26.6924 60
continued to grow, earnings went T High on 12/16/99 57.1875 ||
i < Average 22.5414
up, dividends went up, and | Low on 08/11/11 11.5087
> 50

everything went well for the
company.

| But stock didn't pass 2000 peak
------------------------------------ - 40
for another 13 years. : :

------------------- T
: : : :  26.6924
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S&P 500 Index Ieader

Ticker Name Price Net Chg % Chg Points %ldx Mv
AMZN UW Equity Amazon.com Inc 3200 1352.16 +73.18% 68.1 +148.93%
MSFT UW Equity Microsoft Corp 213.67 56.84 +36.24% 52.4 +114.45%
AAPL UW Equity Apple Inc 383.68 91.52 +31.32% 45.7 +99.96%
NVDA UW Equity NVIDIA Corp 419.17 184.12 +78.33% 13.6 +29.78%
NFLX UW Equity Netflix Inc 548.73 225.16 +69.59% 11.9 +26.09%
FB UW Equity Facebook Inc 245.07 39.82 +19.40% 11.5 +25.24%
PYPL UW Equity PayPal Holdings Inc 178.4 70.23 +64.93% 9.9 +21.74%
ADBE UW Equity Adobe Inc 466.2 136.39 +41.35% 8.0 +17.38%
GOOG UW Equity Alphabet Inc 1541.74 204.72 +15.31% 7.3 +15.97%
GOOGL UW Equity Alphabet Inc 1539.01 199.62 +14.90% 7.2 +15.81%
HD UN Equity Home Depot Inc/The 250.11 34.47 +15.98% 4.6 +9.97%
CRM UN Equity salesforce.com Inc 198.88 36.24 +22.28% 3.9 +8.52%
S&P 500 Index leaders since the great rally (from Feb 2016) began
Ticker Name Price Net Chg % Chg Points %ldx Mv
AAPL UW Equity Apple Inc 383.68 295.56  +335.39% 164.4 1 +12.33%
MSFT UW Equity Microsoft Corp 213.67 168.08 +368.67% 156.9 +11.77%
AMZN UW Equity Amazon.com iInc 3200 2709.52 +552.42% 1311 +9.83%
FB UW Equity Facebook Inc 245.07 144.07 +142.64% 40.3 +3.02%
GOOG UW Equity Alphabet Inc 1541.74 857.62 +125.36% 30.3 +2.28%
GOOGL UW Equity Alphabet Inc 1539.01 832.16 +117.73% 29.4 +2.20%
NVDA UW Equity NVIDIA Corp 419.17 394.27 +1583.64% 27.7 +2.08%
V UN Equity Visa Inc 192.55 124.53 +183.07% 26.8 +2.01%
NFLX UW Equity Netflix Inc 548.73 460.28 +520.38% 23.7 +1.78%
MA UN Equity Mastercard Inc 295.68 214.72  +265.22% 23.7 +1.78%
ADBE UW Equity Adobe Inc 466.2 390.67 +517.24% 22.7 +1.70%
S
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Annual GDP- GuyYS Mows
Holger Zschaepitz (2L24L;560;
@Schuldensuehner w 17470
United Kingdom 2,855.30 EQAL 6P
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"Giant 5" as % of Wilshire 5000 Market Cap AS WF /LMo W

APPL, MSFT, AMZN, GOOG, FB _
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20%
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Oaktree’s Howard Marks on what he believes must be done in

If your portfolio looks like everyone else’s,

you may do well, or you may do poorly, but you can’t do different. And being different is

absolutely essential if you want a chance at being superior. In order to get into the top of the

performance distribution, you have to escape from the crowd. There are many ways to try. They

include being active in unusual market niches; buying things others haven’t found, don’t like or

consider too risky to touch; avoiding market darlings that the crowd thinks can’t lose® engaging WA

in contrarian cycle timing; and concentrating heavily in a small number of things you think will PIRRIET

deliver exceptional performance. > DARLIMES
_TImE FoR A CHANGE:

ESPECIALLY IF ANALYSTS — WHo gRE TYPICALLY
M .
CNBC - Michael Santoli@MICHAELSANTOLI RULLIC H - REE On TARLET PRICE V AcTUAL PRICE

order to achieve superior outperformance:

There is an unusual situation now in which the tech darlings have been barreling higher largely on macro fears and
heavy liquidity flows rather than product hype or Wall Street salesmanship. In fact, the consensus analyst price
targets for Apple, Microsoft and Amazon are all below the stocks’ current quote, according to FactSet.

e Apple Inc « Amazon.com Inc « Microsoft Corp
Consensus Rating 4,16 Consensus Rating 4.75 Consensus Rating V¥ 4,78
Buys 67.4% 29 Buys 91.2% 52 Buys ‘ 89.2% 33
Holds 23.3% 10 Holds 7.0% 4 Holds 10.8% 4
Sells 9.3% 4 Sells 1.8% 1 Sells 0.0% 0
12M Tgt Px  39/47 357.60 12M Tgt Px  50/61 2894.43 12M Tgt Px  33/39 210.40
Last Price : 381.91 Last Price 3104.00 Last Price 207.07
Pricing Currency usb Pricing Currency usb Pricing Currency ush

Return Potential Return Potential Return Potential
S4.4%

LTM Return 90.1% ' LTM Return LTM Return 50.9%

Does this show a helpfully cautious analytical corps serially underestimating today’s best companies — a styrdy BUT
wall of worry built by Wall Street itselfs it a sign the market has carried them beyond even the sell sndi Wﬁfﬂ

typically rosy calculus of fundamental va ue? \/W7Rf/




MELA - CAPL > ANOTHER PROBLEM AS THEY SURGE

Rich Kieinbauer The mega stocks (FAANGM) make FuRTHEE
ERMKOutFront new all-time highs virtually INTeo
What makes this market so everyday. (FB & GOOGL are nearly LA LA LANA
difficult there).

No amount of diversification,

position sizing, day-trading or profit < Y-E P
taking helps. All-in long in just 6 HARD
names. Hard to do '

FRom A Mg 60
RELAPPED BUT LIVEN WHAT X
HAPPENED — WORTH THINKWMG ABOYT

MARKET COMMENTARY VY HORIZON KINETICS

1t Quarter 2020 April 2020

So, the stock market might remain elevated, people will be heartened and might feel that the danger is
over. But, as my colleague Peter Doyle reminded us recently, through the words of Winston Churchili,
that you don’t want to fall victim to this thinking: The danger has not arrived, so the danger has passed.

Q And what, exactly, is the stock market today? Is that where you want to be? Because it’s not what it used
to be. I'm not talking stocks in general, 'm talking about the benchmark, the S&P 500 and its equivalents.
The recent market decline did not diminish the index concentration or valuation problem, it actually made
it more extreme. | won’t belabor it — we’ve gone through it many times before and we have enough to
cover — I’m just going to give you a few pertinent touchstones.

In the past month or so, the entire S&P 500 dropped by 5% or 10% in one day, but then in its infinite
efficient-market-discounting-mechanism-wisdom determined the next day that the proper valuation is
back up by 5% or 10%. At least until the following day. You have to ask, what kind of benchmark is that?
That is part of the fallout of indexation having gone to extremes, to becoming, in 2019, over 50% of total
invested assets in the U.S. Passive investing no longer had a sufficient pool of actively managed assets
into which to sell, if people wished to sell. It just hadn’t been tested before. And it’s not finished being
tested, because people are still defaulting to it.

Indexation has gotten so large that it has become the market, become the marginal trade. And being
price-indifferent, it has been establishing its own ever-higher clearing prices in an ever-narrower list of
the largest companies. This is not my opinion. Here are the figures: /ka CINCE THEN

e As of last Friday, April 17, the big 5 — Facebook, Amazon, Apple, Microsoft and Google —were 20.3%
of the value of the S&P 500. Think about it, 5 companies, 1% of the names, 20% of the value. But the
concentration risk is greater than that. There are the various companies in their economic ecosystem,
interdependent with them in various ways: Netflix, Intel, Cisco, Adobe, Nvidia, Salesforce.com and
Paypal. Add these 7 names, and 25.1% of the S&P 500 is in technology.

e To flesh this out, just three companies, Microsoft and Apple and Amazon, 0.6% of the names, are
16.8% of the S&P 500. The S&P 500 has never had this level of concentration.

e To show you what the rising stock market has really been about, in October 2016 —1 just happen to
have saved the data from that date — the big five were 11.7% of the S&P 500; again, today they're
20.3%. In rough terms, in only 3 % years they almost doubled their share of the index, at the expense
of the other 99% of the companies. Just Apple, Amazon and Microsoft more than doubled their

. weight, from 7.5% to 16.8%.

e And, during this market crisis of the past couple of months, the concentration risk accelerated. Just
two more figures: 1 said that the Big 5 were 20.3% of the S&P 500 last Friday? On December 9t —

,"\.\g & again, just a particular day’s data | happened to have saved — it was only 16.5%. Their market share

i rose by almost 25% just between the pre-COVID-19 awareness and last week.

/ .
\r’\ In the past decade, indexation has not been providing safety via diversification — which is its reason for
?0\/ being — just ever-increasing concentration and valuation risk.
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op 5 Technology Giants April 16, 2020 December 9, 2019 Jctober 20, 2016

Microsoft Corporation 5.8% 4.4% 2.4%
Apple Inc. 5.1 4.3 3.4
Amazon.com Inc. 4.3 2.8 1.7
Facebook inc. 1.8 19 1.6
Alphabet inc. 3.2 3.1 2.6

Total 203 & 16.5 & 1.7
Microsoft Corporation 5.8% 4.4% 2.4% .
Apple Inc. 5.1 4.3 2.4
Amazon.com Inc. 4.3 - 28 1.7

Total 15.2 14.8 ' 7.5

Source: SPDR® S&P 500° ETF Trust, iShares Core S&P 500 ETF

Why is this part of the discussion even important? Because you need to know where not to be. Let’s just
look at the past and the future.

In the past, you can see how a portfolio manager who wanted to beat the S&P during the last 10 years
would have had to not only own that small, 1% group of concentrated stocks, but would have had to
overweight all of them. No way around it. That was the major problem for active managers: how could
they possibly have kept pace with that? The answer is that they couldn’t. That would have been a very
big bet on an extremely high-P/E portfolio, like the Nifty Fifty of the 1960s. The results of that era have
been widely studied and the lessons were pretty clear. No less clear than the very same lessons of the
Internet Bubble in 1999. Now we have the Indexation Bubble.

Asto thfthe SP 500, as the numbers showed, it is rapidly undiversifying. That leaves two general
possibilities.

@ The index organizer can place a ceiling on company weightings or arbitrarily reduce the weights. But
this is the same rock-and-a-hard-place problem that faced the Federal Reserve in the years after the Credit
Crisis. Because reducing the company weightings would be disastrous for the index. What massive
quantities of Microsoft stock would have to be sold? And of Apple, and all the rest.

Or,@ The index continues to undiversify, in which case it is no longer really a benchmark for the stock
market. Here’s just how quickly this can become unworkable.

— The Fab 5, Facebook, Apple, Amazon, Microsoft and Google had combined trailing 12-month revenue
of $915 billion. The consensus of analysts who follow them — and I’'m just using the simple average,
here — is for 17% more revenue next year and, believe it or not, 18% per year for the next five years.
This is the problem with using percentages without reference to units or dollars. 17% revenue growth
means $155 billion additional sales next year. That growth rate is required if they are to maintain their
high valuations and prices.

— In dollar terms, $155 billion in new sales is equal to the entire annual sales revenue for the 5% and 8t
largest S&P 500 companies, Johnson & Johnson and Procter & Gamble.

— Three years from now, the required sales will be $1.490 trillion, which is $420 billion more than the
expected 2021 revenues. So in years 2 and 3, the Fab 5 will have to recreate the revenues of the 10%,
11t 16, 18" and 19* largest companies in the S&P 500, which are United Health Care, Visa, Master

Cérd, Merck and Pepsico.

Top 5 Technology Giants

Revenue $915bill  g1,071 bit $1,263 b1 $1.49) bill  $1.759bill  $2.076 bill
Consensus Est. Growth 17% 18% 18% 18% 18%
Annual Est. Revenue 156 bl 103 bil 227 bil 268 bill 317 bil
Increase

UNH, V, MA,

Equal to Total Revenues of* P&G, J&J MRK, PEP
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Can they do it? Just remember that even if they do, but people perceive that they can‘t keep it upin
year 4, the whole sentiment changes, and valuations collapse. Maybe they can keep it up. But each
of the Fab 5 have observable and predictable growth limitations or profitability pressures that simply
haven’t manifested themselves yet in their financial statements.

On a more company- or sector-specific level, here are just three of the serious risks facing the top of the
S&P, then 'l leave it alone. Remember, 20% is in just 5 names, and 25% is in a dozen. They each have

i

their own challenges; I'm only using a couple of them as examples.

O

FD 6050

ot AP
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The global economy is temporarily shrinking. Thereafter, the recovery might be slow. Facebook and
Google are essentially advertising companies. They make money when people click on links to book
flights and hotel rooms and vacation packages, make restaurant reservations. That’s certainly not
growth. And once the recovery does happen, these two companies, at their projected growth rates,
will have something on the order of 90% market share of global digital advertising within 2 years. The
global advertising industry only expands by about 3% or so per year. It is a mature, somewhat cyclical
business. That is what Google and Facebook will inherit in the foreseeable, predictable future.
Investors will eventually learn that the leading IT companies are becoming slow-growth cyclicals.

Another issue is that a significant part of tech company employee compensation is paid in stock
options. This mostly bypasses the income statement, because only a small portion of the expense of
an options package, a highly discounted amount calculated according to the Black Scholes option
pricing formula, appears as an expense. The bulk of it comes a few years later when the employee
exercises the options. That transaction is recorded directly in the shareholders’ equity account,
bypassing the income statement. This understates operating expense and it overstates earnings.

You can’t see it, though, if you look at the Google income statement. Look at the Shareholders’ Equity
Statement, and you'll see a curiosity: the company repurchased $18.4 billion worth of shares last year,
yet the share count didn’t change. How is that? Because it repurchased the shares that were issued
to employees during the year. Compare that $18 billion of cash expended to Google’s net income of
$34.3 billion.

Facebook had net income last year of $18.5 billion. It also recorded — in shareholders’ equity, not on
the income statement -- $4.8 billion of share-based employee compensation, and spent $4.1 billion
on share repurchases. Compare $4 billion to $18 billion. it’s like the Fed monetizing the debt.

This tactic has been successful for a long time, and it will continue to work so long as the share prices
continue to appreciate at a sufficient rate. But if the shares only appreciate modestly, say at a 5%
rate, then the stock can’t serve the compensation role for employees, the options won't pay off. In
that case the company will either have to provide a lot more stock options, which would be even more
dilutive than the numbers we just saw, or revert to paying more cash compensation. And that would
be right there in the income statement.

Without continued above-normal appreciation, this self-reinforcing process stops.

A 3 risk i It’s an old pattern, when the leading companies become so large that their
business decisions start having national policy implications. Seemingly unassailable companies like
Bell Telephone and Microsoft were damagingly sanctioned under anti-trust law. And we're seeing the
largest IT/Social Media companies start to move into the government’s cross-hairs, and perhaps
specifically the Administration’s. Some of these companies might present rich political targets during
a trying political and social policy period.

Anti-trust is a big hammer that requires a large, public political effort, but the government has
different levers of power. Perhaps just a few accounting rule changes are required. Rules that force
companies to change the way they account for options grants. This is where the political realm
intersects with the economic realm.

Basically, these kinds of stresses among the information technology c‘ompanies are going to re-form the
character of the S&P 500. We really, really don’t want to hang around at that party.
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WHMAT T THougHT WHEN T / 523 is a powerful force.__ and for millennia has driven mankind to reach far
READ THIL FRom A U.S BASEA what was never before thought possible. Does anyone doubt how hope has
ArALYST AT A BUuLSE BRACKET W/ changed the world? The power of .Ilcle_e., the formation of capital and the
(700 Gaos To /eNopE) movement of share prices have long co-existed in a symbiotic relationship. Hope

i is the fuel of democratic capitalism. It doesn't always work out, but when it
does... it's special. In the case of Tesla, in eddition to the company’s proven
leadership in EVs and sustainable transport, we believe investor hope has been
playing an increasingly important role in driving a higher stock plmnd the
higher stock price is itself a stimulus for mvestors {(and sell side analysts) to
solve for forecasts and scenarios that can plausibly justify the higher stock price.

Senator Eloise Williams CFA, MB...
@thestinkmarket

Started an EV company last night.
Taped a double A battery to a Ford

F-150. Implied valuation: $69 As these scenarios are conveyed and contemplated by the market... this
billion. contributes to the creation of even more hope {(or a validation of hope), which
can drive the stock even higher... and so we have a virtuous circle.
Woowd You RATHER HAvE ALl ¢
Tim IN THE EQUITY IN SAMSUNG o TESLA? AHH 6EEZ
"""" b T g e INEREDIBLE - T 3508
f 3 i RALLY TESLA'S (KT CAP
-------- e e M /S Mo AfvE HWH_T?’OOB
| AMsors s : 12/7.7218
. : ﬂ.m.ﬂ:’
------------------------------------------------------------------ /T 2508
rrrrrrrr Mg T L 2008
------------------------------------------------------------------------------------ - 1508
| M TSLA US Equity (USD) - Current Market Cap  277.721B | - - - - oo ovooomoe o oo - 1008
W 005930 KS Equity (USD) - Current Market Cap 263.703B
. 4 . , TELAA ! i
------- T o T e L WA L Y O PERRERRERTE - :
: : TWE BEtN REAWNG ABOUT TSIA CAM- ACTNITY |+ SoMETHIMG
2015 l 2016 I 2017 l 2018 I 2019 l 2020
THER TEILA > crA2Y VALUpTION
wouss Yoo B2 {__’/— o LiT7LE MI0ATS " (PUBSES?)
Or Samsung Electronics? * £56 WORRIES
Ble CASH
EPS P/E . Div  EV/ : .
Bberg CLSA Mkt Cap perf growth (Core) P/B vyield Sales Revenue EBITDA Net profit Net debt
ticker Company Country Rec (USDm) YTD 2021 2020 2020 2020 2020 2020 2020 2020 2020

005930 KS Samsung Elec Korea BUY 262,081 (9.2) 13.9 1.3 < 3.2i 1.2 186,226 52,359 21,525 -80,263

I CHOOSE SAMSUNG EVERY DAY /N THIS LAME

| (4
Sanjeev Rana Strong near-term profit outlook
sanjeev.rana@clsa.com Solid 2Q beat even excluding one-off, target raised to ¥#70,000
822397 8574 SEC’s 2Q OP at #W8.1tn (26% QoQ) beat consensus by 28%. Although OP included

a one-off gain of W1.0tn at the display business (DP) even excluding that it would

Taekyoung Ha lu
+82 2 397 8447 have been a solid beat (11%). Memory strength on the back of rising DRAM/NAND

ASPs in 2Q was well flagged but smartphone (IM) and consumer electronics (CE)
Harry Kim also did better than expected helped by a shipment boost after the lifting of Covid-
+82 2397 8548 19 related restrictions in late-May and reduced marketing cost. We raise 20-21CL

OP by 13%/7% and target price to ¥70,000 (366,000 before). Maintain BUY.
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Zoom Video Communications Inc ~ 250
Consensus Rating 3.43

Buys 39.3% 11

Holds 42.9% 12

Sells 17.9% 5 - 200
12M Tgt Px  19/30 218.58

Last Price 26030 7oL o mTEme L 150
Pricing Currency D

Return Potential .0%
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2019 2oem | 2020
These 5 Telcos entire mkt cap? é)
Upside/ EPS P/E Div  EV/
Bberg - CLSA (Downside) Mkt Cap perf growth (Core) P/B vyield Sales Revenue EBITDA Net profit
ticker Company Country Rec to_ target (USDm) YTD 2021 2020 2020 2020 2020 2020 2020 2020
TLKM 1) Telkom Indonesia  BUY 28.6 21,454 (24.3) 7.8 4.1 3.0 6.3 2.4 9,922 4,907 1,492
762 HK China Unicom China BUY 67.0 18,195 (36.9) 23.5 10.1 0.4 3.6 0.3 42,548 13,723 1,795
ADVANC TB AIS Thailand BUY 26.6 17,986 (15.5) 1.6 19.6 7.4 3.6 4.1 5,481 2,525 917
3045 7T Taiwan Mobile Taiwan OPF (6.0) 13,817 5.1 (4.2) 26,6 4.8 4.7 2.8 4,517 1,119 409
TEL PM PLDT Philippines  BUY 24.9 5,942  41.0 17.0 11,1 2.3 5.1 2.4 3,630 1,671 537

66,097 23,945 5,150

-------- 40R
{38.5578

R -+ 358
DocuSign Inc |
Consensus Rating : . . s
Buys 58.8% 10 |-~ : . | A 'Pmiem -+ 308
Holds 35.3% 64 ) ; : : CIER i
Sells 5.9% L A DoEsx : : : W -

CAGAIN; DOESNIT - - - R R P

¢ " . . . .

12M Tgt Px  15/17 17327 . ADD UP  BRERG FORECAST o

o NG 6AAP ERS /r(202Y

Last Price 19002 J. o ® EC ML EHS N(ee<Ly) | S 20B
Pricing Currency D : : ; y ; :
_ g : . E\//REV 26’( : : i

Return Pote_ntial

S A T A ) B - -+ 15B
e g i pa T e Rl
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Sep  Dec  Mar _ Jun  Sep  Dec | Mar  Jun
2018 | 2019 | 2020
mocuxlcw ”
EPS P/E Div EV/
Bberg CLSA Mkt Cap perf growth (Core) P/B yield Sales Revenue EBITDA Net profit Net debt
ticker Company Country Rec (USDm) YTD 2021 2020 2020 2020 2020 2020 2020 2020 2020

6954 1P Fanuc - Japan BUY (1.3) 30.8 51.8 2.8 1.5 6.1 4,755 1,256 686 ~4,982

Competition and Market Franchise C<came meT AP . . o
Fanuc has an estimated 50% share of the global market for CNC eguipment. Its main competitor in this area is S'nemens
AG of Germany, and the two have a controlling 80% share of the world market. In industrial robots, Fanuc |s°vy|ng for
the top position with ABB of Sweden and Yaskawa of Japan, all three players have market shares around 20%.
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LA LA LANDS ELSEWHERE

3 /
Ex-US/Asia Large Caps (mkt cap >US$20bn) - Best Performers YTD ﬁ
BEst v
BEstP/E PEG BEstP/B BEst P/S YTD Tot
Ticker Name Market Cap Ind Subgroup BF12M Ratio:Y BF12M BF12Mm Ret
SHOP CN Equity SHOPIFY INC - CLASS A 123,472,412,672 Web Hosting/Design 1802.48  44.76 4832 171.63
TAQA UH Equity ABU DHABI NATIONAL ENERGY CO 31,223,232,512 T Electric-Generation ~ 11.25 601 9578
NSUGREquity AUD!AG 76,772,196,352 Auto-Cars/Light Trucks 95.00
ADYEN NA Equity ADYEN NV 47,158,509,568 Commercial Serv-Finance  129.46 470 3127 5447 9193
PLZL RMEquity POLYUS PJSC 25,037,248,512 Gold Mining ~ 13.87 5.36 9.11 532  84.06
MGLU3 BZ Equity MAGAZINE LUIZA SA 24,457,146,368 Retail-Discount 224.37  13.97  16.08 469  68.21
WPM CN Equity WHEATON PRECIOUS METALS CORP 20,962,269,184 Precious Metals ~ 46.68  10.31 370 1955  65.04
DIMFP Equity  SARTORIUS STEDIM BIOTECH 24,832,604,160 Medical Products ~ 62.77 395 1397 1178  63.29
WEGE3 BZ Equity WEG SA 21,551,986,688 Machinery-General Indust ~ §9.72  -402  11.27 7.42  58.64
GMAB DC Equity GENMAB A/S 22,995,077,120 Medical-Biomedical/Gene ~ 42.30 1.60 7.30 1742  56.53
UCBBB Equity  UCB SA 23,550,648,320 Medical-Drugs ~ 19.48 3.65 266 390  56.06
LONN SW Equity LONZA GROUP AG-REG 42,666,782,720 Medical Labs&Testing Srv 3775 5.52 5.46 624  53.89
N
Nor SMmALL

o NFGCATIVE EPS /6.44}5.‘ 395/26) /N 2022

o 2&K £|7,2£V IN 2023
AlL THESE ArALY STS ARE
BoYS/boedS | YET 7HK

7
Shopify Inc 180B
Consensus Rating 3.55 167.429B
- Buys 36.4% 12
¥ DANGER Holds 54.5% 18 I
Q
; AVALANGHE Sells 9.1% ~3 [ 1408
12M Tgt Px  28/36 1061.69 |
Last Price 1402.41 -+ 120B
: . Pricing Currency CAD i
"""" Sotooototroroegtmoorsotootooomt Return Potential - 100B
------- T e e S RARIRIRIEIICIEY SR ICIRICINIEN o o{0) ]
— ' SHopIFY OR : '
| @ Current Market Cap 167.429B |- - - - - - EVERAL LEAMNE - 60B
T High on 07/13/20 167.429B AS /AN ) I
|}~ Average 25.994B | .. ... AR RETAILERS . ) o L 408
1 Low on 02/15/16 2.080B ‘ : ; |
------- R .0
__________ L 0
2015 ] 2016 f ’ 2017 2018 2019 f 2020
opP/F , .
SH P/ » SHopiFY: 28BN Sim «gpg
@ the entire market cap of these Asian retailer/distributors? REV @
- v - @7
EPS P/E Div  EV/ q
Bberg CLSA Mkt Cap perf growth (Core) P/B yield Sales Revenue EBITDA Net profit
ticker Company Country Rec (USDm) YTD 2021 2020 2020 2020 2020 2020 2020 2020
WOW AU Woolworths Australia OPF 33,796 5.5 11.4 28.5 4.6 2.7 0.8 44,332 2,774 1,184
3382 JpP Seven & I Japan BUY 27,400 (16.1) (22.0) 13.4 1.1 3.0 0.3 62,161 6,308 2,041
CPALLTB CP All Thailand BUY 18,852 (13.6) 14.9 28.9 7.1 1.7 1.2 18,303 1,474 653
8028 JP FamilyMart Japan OPF 10,935 (10.7) 41.1 27.0 2.0 1.7 2.1 4,837 2,365 405
2912 TT President Chain Store Taiwan OPF 10,233 (3.2) 6.1 29.9 8.2 2.9 1.0 8,887 664 342
DFI SP Dairy Farm Singaport BUY 6,561 37.0 21.7 5.3 3.0 0.5 11,131 605 302
MAKRO TB Makro Thailand BUY 6,358 27.2 30.9 26.5 8.6 2.8 0.9 7,255 403 240
RRHI PM Robinsons Retail Philippine UPF 1,989 (19.9) 62.6 38.3 1.3 0.8 0.5 3,284 247 52
116,124 160,189 14,840 5,219
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= Concentration and spill-over risks. Similar to the U.S., where the top 5 stocks
represent 20% of the S&P 500, Table 4 shows the top 5 stocks in EM represent
22.5% of the MSCI EM Index[However) in EM this risk is mitigated by the
companies having strong domestic franchises, high quality, and strong moats
around them. (The average ROE in the last 5 years for these companies was 23%.)
A large part of the EM earning stream is tied to businesses related to technology
and the internet. There is therefore an ironic “symbiotic” relationship between the
U.S. (S&P 500 and NASDAQ) and Chinese stock markets.

TABLE 4: CONCENTRATION RISK — TOP 5 STOCKS AS

PERCENT OF INDEX o S/PEAR CopNCENTRATION

Top 5 stocks
% of Index Market Value, USD Bn ® S/IMILAR / rp ACT
MSCI EM R (2w - 1949
S&P 500 20.7% 6018
NASDAQ 100 45% 6018

As of 5/31/2020 | Source: Bloomberg, GMO

MSCI Asia Apex 50 Index leaders since the great rally (from Feb 2016) began

v
Ticker Name Price Net Chg % Chg Points %ldx Mv
700 HK Equity Tencent Holdings Ltd 549 406.97 +286.53% 179.0 +25.38%
BABA UN Equity Alibaba Group Holding Ltd 261.01 199.23 +322.48% 151.5 +21.48%
2330 TT Equity Taiwan Semiconductor Manufactu 354.5 231.6 +188.44% 127.5 +18.09%
005930 KP Equity Samsung Electronics Co Ltd 53600 32581 +155.01% 90.0 +12.77%
1299 HK Equity AlA Group I_.td 75.6 39.11 +107.19% 33.7 +4.77%
2318 HK Equity Ping An Insurance Group Co of 88.5 58.14 +191.49% 26.1 +3.70%
939 HK Equity China Construction Bank Corp 6.34 282 +79.89% 23.0 +3.26%
388 HK Equity Hong Kong Exchanges & Clearing 364.6 215.79 +145.01% 18.9 +2.68%
000660 KP Equity SK Hynix Inc 83200 56808 +215.25% 17.8 +2.52%
JD UW Equity JD.com Inc 65.61 41 +166.60% 16.6 +2.35%
3690 HK Equity Meituan Dianping 208.6 619 +42.19% 15.5 +2.20%
NTES UW Equity NetEase Inc 484.46 359.49 +287.65% 14.7 +2.09%
Tencent Holdings Ltd
Consensus Rating V¥ 4.84 X : ‘ : 1
Buys 92.9% 52 . : o) bsso
Holds 7.1% 4 Voo A - : : 55
Sells 0.0% 0 TENCENT HAS BEEN 526.00
. S S ] L 500
12M Tgt Px  49/58 533.75 : A MTASSIVE T DRIER OF ; .
Last Price 525.50 : . ﬂfMN /Nblc/f.( j 4
Pricing Currency HKD - y/_v{a_(ﬂ» R S R ..} 450
Return Potential .Cﬂ?’ AHAL)’SII X ) . : ,
_______________________________________________________________________ - - +400
----------------------------------------------------------- .- d.--4350
........................................................................... . .300
............................................. .250
""""" : : L Feo HE : : .
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2019 { 2020
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China Large Caps (mkt cap >US$20bn) - Best YTD performance

Ticker
GSX US Equity
981 HK Equity
708 HK Equity
688012 CH Equity
688111 CH Equity
300433 CH Equity
300122 CH Equity
241 HK Equity
600588 CH Equity
PDD US Equity
1211 HK Equity
601888 CH Equity
002475 CH Equity
000661 CH Equity
300750 CH Equity
300059 CH Equity
3690 HK Equity
601012 CH Equity
JD US Equity

KABooM : LA LA LAND )N cHINA

Name
GSX TECHEDU INC- ADR
SEMICONDUCTOR MANUFACTURING
EVERGRANDE HEALTH INDUSTRY G
ADVANCED MICRO-FABRICATION-A
BEIJING KINGSOFT OFFICE SO-A
LENS TECHNOLOGY CO LTD-A
CHONGQING ZHIFEI BIOLOGICA-A
ALIBABA HEALTH INFORMATION T
YONYOU NETWORK TECHNOLOGY-A
PINDUODUO INC-ADR
BYD CO LTD-H
CHINA TOURISM GROUP DUTY F-A
LUXSHARE PRECISION INDUSTR-A
CHANGCHUN HIGH & NEW TECH-A
CONTEMPORARY AMPEREX TECHN-A
EAST MONEY INFORMATION CO-A
MEITUAN DIANPING-CLASS B
LONG! GREEN ENERGY TECHNOL-A
JD.COM INC-ADR

Market Cap
20,912,510,976
30,420,717,568
22,740,654,080
20,569,507,840
25,752,350,720
21,858,533,376
25,554,190,336
37,093,244,928
24,172,558,336
104,552,767,488
32,180,951,040
56,763,326,464
56,045,379,584
26,309,074,944
64,295,579,648
29,517,166,592
157,241,688,064
24,902,832,128
101,379,620,864

B

BEst P/E

ind Subgroup BF12M
Educational Software  137.83
Semicon Compo-intg Circuits  119.82

Retirement/Aged Care
Electronic Compo-Semicon  415.17
Computer Software  191.90
Miscellaneous Manufactur 38.56
Medical-Whsle Drug Dist 50.13
Retail-Drug Store  506.97
Enterprise Software/Serv  134.19
E-Commerce/Products

Auto-Cars/Light Trucks 74.33
Travel Services 71.25
Electronic Compo-Misc 48.93
Therapeutics 58.21
Batteries/Battery Sys 84.17
Finance-Invest Bnkr/Brkr 62.11
E-Commerce/Products  113.80
Energy-Alternate Sources 25,86
E-Commerce/Products 38.76

Est

5.98

21.80

6.98
2.44
2.20

5.46
213
231

1.17

47.67
3.92

33.80
26.45
5.65
18.71
46.60
18.39
33.77
3.59
-15.28
12.62
15.25
10.31
6.98
10.74
4.86
6.19

16.08
7.91

47.45
54.80
3.74
10.19
13.24
15.29
11.67
1.61
6.93
3.77
17.09
7.4
29.92
7.96
3.09
0.90

PEG BEst P/B BEst P/S YTD Tot
Ratio:Y BF12M BF12m

Ret
264.23
233.33
228.19
199.44
152.25
137.75
179.70
140.00
131.80
130.91
112.07
113.60
111.12
124.94
99.44
114.04
99.21
103.38
76.36

A Look AT
A FEW

GSX Techedu
US$78.21 @

The new normal

Stock looks pricey even under current market conditions

We have been chastened by GSX’s strong performance amid Covid-19 and lots of
liquidity. The company is at a cross section of being an absolute and relative
beneficiary. As the market continues to focus on sales growth rather than
immediate earnings,,we change our valuation methodology from PE to P/S. We
< have increased our enrolment and revenue estimates to reflect a step-up in
marketing efforts, but maintain our view that margin expansion will be limited. After

valuing GSX on a premium valuation oactoring the “new normal” market
conditions, we raise our target from US$30 to US$63 and reiterate our SELL call.

CLSA

Youngrin Kim
youngrin.kim@clsa.com
+852 2600 7948

Jeffrey CH Chan

+852 2600 7950
2f o
A SZ;b P
prf”

>
For How [oré .

13 July 2020
. R R e SIS S 90
China
Consumer .. ... S Lo
M 3M
:f:::":erg Sgiﬂs Absolute  121.8 164.3
Relative 109.3 146.0
Priced on 8 July 2020 Abs (US$) 121.8 164.3
HS CEl @ 10,748.1 , : o :
12M hiflo  US$87.86/9.12 , . . .
12M price target US$63.00 c L o T D L 50
1% potential -19% o . .
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+852 2600 7544

Reiterate Huawei risk and US tightened exportcontrolrisk ... ... _. .
SMIC position is far from TSMC, so we think it is hard to backfill its 25-30% revenue :
exposure to Hisilicon anytime soon, particularly in the leading nodes
lower utilization, plus curbed N+1/N+2 migration without Huawei shall cause core - - - -,
earnings to decline in the coming year. Another key date is 29 June as US restrictions
on China tech turn effective; SMIC should be aware of being a potential target, so it

has stockpiled US semi equipment by pulling in Capex and fundraising without adding =~~~
real capacity. Our target price of HK$11 is based on 1.1x 21CL PB (weighted average .
of SMIC’s -1SD of 3-year average and STAR/A-share semis’ low-end range average). . .. .. .. .. S R L o5

| ol Last Price 3990 ... /AR 4 AR A ALt SISV SN L 20
T High on 07/14/20 39.90 ' . : ,
- Average 9.781 : : X

J*1 Lowon05/10/16 590 ... .......... e e o AL VPRV R - 15

..........................................

(E/ergrande Health Industry Group)Limited is an international enterprise group devoted to providing
first-class aesthetic surgery, anti-aging and other health services. The Company provides services

domestically as well as globally in accordance with international service standards. |
'''' ' EvergrandeHealth.IndustryGrouthd >25
Consensus Rating . . .
Buys 0 | . No ONE'S LOOK/ING ReT TH/S
_____ Holds 0 7.20
Sells 0 ‘ - U—‘#-?OAA MAET - cAP
: 12ox PER :
e R I | NI S R .- +15
M Last Price 27.75 : .
T High on 07/14/20 27.75 |- ------------ - R - N EEL B CEEE R R e R - 10
- Average 4.994 : : i
| Low on 07/16/15 0.591
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From: Nicholas Chung, CLSA <nicholas.chung@clsa.com> B YA N&AS

Sent: Wednesday, July 15, 2020 8:43 AM

Subject: BYD rerating thesis ‘ A Rf‘EAT/’/é .

CITIC- BYD RERATING THESIS

The company has had a few fundamental changes which will turn itself from an auto brand into an EV
solution provider. Junbin believes the following thesis will trigger a rerating for the stock. Please let me
know if you want to speak with Junbin. N

1. it has completed the reorganization of its semiconductor business and brought in strategic
investors into the business, opening a new chapter on its neutralization strategy. Since its
reorganization in mid-April 2020, it has brought in investors like Sequoia, Xiaomi, SMIC, BAIC, etc
through two rounds of fund raising. Junbin believes this is a significant step to expand third-party
clients, as well as shifting its business structure from vertical integration to strategic openness.

2. Supply of power battery to external customers is accelerating. In late March 2020, it has
developed a blockbuster battery technology, ‘blade battery’, which promises higher energy density
and lower cost. It will be installed in its new Han model and other new products. Domestically, BYD
is already supplying to Changan and Sokon, and it has been mentioned in BAIC BJEV statement. In
the foreign market, it is the designated supplier for Toyota with potential supplier for Ford and
Audi.

AND INHERE'S TESLA D

3. Hans, its brand new flagship model, will be launched soon. It is a larger-sized EV luxury car. Orders
on hand have surpassed 20,000 unit after only one month of pre-sale. In 2H20, BYD is also
launching brand new Song plus model, and retrofit models for Tang, Song, Yuan, e2 and e3, which
will lift a new model upcycle.

4. New DM model- The company has launched its DM model in June 2020 with plans to promote 2
platform, ie, DM-p and DM-i. They will feature more power and cost efficiency. By making these
two models available, we believe the competitiveness of BYD’s EV will increase with its costs

declining further.
: QN
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China horizontal SaaS

Sector outlook

CLSA

A% 4

\/V\/

TARGET EV/SMES
Ride the wave

Alec So, CFA Woew
e300 6523 Structural change?

. Kingdee's and Yonyou's share prices have surged by 148% & 138% YTD, massively
Timothy Lee, CFA outperform MSC! CN’s 17.5%. The trend is consistent with the global large-cap
+852 2600 8461 technology names’ rallies (such as FAANG, ATM & global SaaS vendors) as market

expects Covid-19 may bring global structural change (including China) leading to
more technology applications and advancemenits, particularly on cloud computing
due to the higher demand of working anywhere.
BUYers of Kingdee and Yonyou, the top two Chinese ERP Saa$S vendors TARGET
13 July 2020 Q Kingdee and Yonyou are well positioned for ERP SaaS migration given their leading /'
positions, competitive products available this year and their ecosystem building initiatives.
China Qa We lift our Kingdee target price from HK$17.00 to HK$23.20 and Yonyou from Rmb39.38 1
to Rmb62.80 based on 15x 21CL EV/sales, largely in-line w;th global peers. ;
Technology |

(,2//(5)/

..............................................

45

Yonyou target price calculation
(Rmb m)

Sales 11,710
Target EV/Sales (x)
Enterprise value

- 40

175,654

9

- 35

Less: Net debt / {cash) (End-20CL) (9,664)
Less: Non-controlling interests (End-20CL) 1,327
Equity value 183,992 - 30
No. of outstanding shares (End-20CL) 2,928

Equity value per share (Rmb) - 25

---------- R 21

é 0oSEE C/-/
'Sep Dec Mar 'Jun'

2018 | 2019
Kingdee target price calculation
(Rmb m) 21CL

- Sales 4,460
Target EV/Sales {x)
Enterprise value 66,905
- Less: Net debt / {cash) {End-20CL) (2,784)
Less: Non-controlling interests (End-20CL) 157
Equity value 69,531
No. of outstanding shares (End-20CL) 3,322
Equity value per share {Rmb) 20.90
Equity value per share (HK$) 23.20
----------------------------------------------------------------------------- - 10.00
----------------------------------------------------------------------- - 8_00
------------------------------------------------------------------------------------- - 6.00
; | 26§ HE | |
'Sep Dec Mar ‘Jun ‘Sep ‘Dec’ Mar Jun
2018 | 2019 | 2020
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Asia ex-China Large Caps (mkt cap >US$20bn) - Best Performer YTD

BEst
BEstP/IE PEG BEstP/B BEstP/S YTD Tot
Ticker Name Market Cap Ind Subgroup BF12M Ratio:Y BF12M BF12M Ret

SE US Equity SEA LTD-ADR 57,230,118,912 Entertainment Software 11.22  200.85
035720 KS Equity KAKAO CORP 25,989,988,352 Internet Content-Entmnt 73.68 0.99 5.15 7.40 129.32
068270 KS Equity CELLTRION INC 36,441,575,424 Medical-Generic Drugs 77.02 7.97 12.26 23.69 81.77
3659 JP Equity NEXON CO LTD 21,441,921,024 Entertainment Software 19.61 2.90 7.55 80.66
051910 KS Equity LG CHEMLTD 31,078,279,168 Petrochemicals 35.17 0.61 2.24 1.08 72.28
207940 KS Equity SAMSUNG BIOLOGICS CO LTD 40,252,182,528 Medical-Biomedical/Gene 68.59
006400 KS Equity SAMSUNG SDICOLTD 22,376,128,512 Wireless Equipment 34.72 1.57 2.05 212 66.95
4519 JP Equity CHUGAI PHARMACEUTICAL CO LTD 84,777,410,560 Medical-Drugs 34.55 2.86 6.65 11.48 61.40
035420 KS Equity NAVER CORP 40,874,803,200 Web Portals/ISP 49.27 2.49 6.20 6.15 59.25
FMG AU Equity FORTESCUE METALS GROUP LTD 31,905,249,280 Metal-lron 9.86 -0.32 2.41 2.98 55.59
2413 JP Equity M3 INC 31,074,435,072 Internet Content-info/News  116.27 7.14 17.90 21.53 51.25

Kaliao

343,000 - UNDERPERFORM

CLSA

Seungjoo Ro

A little too sweet

Scintillating valuation clouds flourishing ecosystem; downgrade to U-PF

seungjoo.ro@clsa.com

+852 2600 7587 Kakao's orchestra of business instruments are finally playing a harmonious tun
. which has been applauded with a historical share price run during Covid-19. We
Dong Cheol Shin look into its ecommerce and KakaoPay opportunities in detail and find both could

+82 2 397 8509 generate close to ¥#1.6tn revenue and ¥#275bn OP by 2023. We raise our SOTP-

based price target from 250,000 to ¥350,000, cross checking this with past
price-to-sales multiples. While we still believe the stock has entered a structural
margin expansion cycle, we believe its valuation largely captures the digital
transformation angle for now. Hence we downgrade our recommendation from
BUY to Underperform.

15 July 2020
Korea
Internet Kakao 12 months forward price to sales since 2014

>}
Reuters 035720.KS ’:Z ]
Bloomberg 035720 KS . .73

80 9 IIH }L‘E
Priced on 14 July 2020 7.0 4 . ,
Korea Kospi @ 2,183.6 604 . 7)1 P/m . )
12Mhi/lo  #355,500/122,000 50 s : X 0.339M
4.0 . . |

12M price target 350,000 30 T e
+% potential +2% 204 150
Sharesinissue  79.2m o — — — — — - 0.3M
Free float{est) 63.9% ) )
Market cap US$25.1bn Stock performance (%)
3M ADV US$286.2m 1M BM 1M - e W - 0.25M

Absolute 28.9 £115.0

Relative 25.9 .

Abs (US$) 29.61 117.0

..... T e R 02M
----------------------------------------------------------------------- - 0.15M
; 1 63ST72¢ KS
Jul  Aug Sep Oct Nov Dec  Jan  Feb = Mar Apr  May Jun Jut
2019 ' { 2020
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The Afterpay Bubble (livewiremarkets.com) MARCUS PADLEY
J

Are you a sensible investor? Then you are almost certainly having a few thoughts about technology stocks,
including regret, regret at not holding technology stocks, and regret at not holding Afterpay which is up
856% from the low in March and up 38% in 9 trading days.

You are probably beginning to question whether you are sensible, or stupid. It is hard to know. Is it sensible
or stupid to buy or hold Afterpay on a PE of minus 454x this year, and 237x on 2022 forecasts.

And there are other stocks making you look stupid. Like XRO on a PE of 370x and 98x on 2022
forecasts, REA on 52x and 35x 2022 earnings in the middle of a housing slump, WTC on 93x and 50x on
2022 earnings forecasts, NXT on minus 305x and 231x 2022 forecasts, ALU on 70x and 42x 2022
forecasts and APX on 56x and 32x 2022 forecasts.

But this is not about price, PE, future earnings or intrinsic value, it is about not missing out on easy gains, it
Ts about exploiting extraordinary volatility, and the momentum behind that opportunity is overwhelming the
rest of the market, it is overwhelming the virus concerns, and it has taken the US stock market to all-time
highs when logic suggests the equity market should be cowed by a global economic disaster.

CURRENTLY 1TSS MKT CAr /< LARLER THAN: BRAMBAES
TEINGTAD, on G # HoT FAR OFF INoobSIBE AND ASTRA
Afterpay Lid

Consensus Rating 3.38
Buys 38.5% 5
Holds 46.2% 6
SENTIMENT Selis 15.4% 2
CAN HAMGE 12M Tgt Px  13/15 65.20
Last Price

Pricing Currency
Return Potential

AUD €& bn MKT CAP NoW

* For CAST To MAKE %%S.M'
/N (2022 )

----- CT Tl 70

JUT JSK ; |
..... i ] e
While vacationing in Africa, Pinocchio has his - Mo  BoCpie THE MKT cAP - :
longtime wish to be a real boy suddenlyand . . ... ... .. G G R LA . 450

unexpectedly granted. OF BANGHKON L




Best performing Tech/Internet stocks YTD

ASIAN TECH/INTERNET

Upside/ Core EPS P/E
Bberg CLSA (Downside) Mkt Cap US$ perf growth (Core) PEG EV/Sales
ticker Company Country Rec to target (USDm) YTD 2020 2021 2020 Ratio 2020
981 HK SMIC China SELL (73.3) 30,414 247.1  28.9 (40.5) 91.9  (15.86) 9.7
SE US Sea Limited Singapore OPF 5.8 57,230 200.8 nm nm (63.4) #VALUE! 15.6
5269 TT ASMedia Taiwan OPF (13.5) 4,076 168.1 127.4 33.3 47.5 0.59 20.3
268 HK Kingdee Software China BUY 20.2 4,366 148.9 (69.9) 36.8 584.4  (35.30) 15.3
600588 CH  Yonyou China A BUY 20.6 24,174 137.0 (48.7) 91.4 369.3 17.30 17.6
PDD US Pinduoduo China BUY (17.5) 104,553 130.8 nm  nm (85.7) #VALUE! 13.4
035720 KS  Kakao Korea BUY (29.7) 26,015 122.6 nm 23.0 96.6 #VALUE! 7.0
2400 HK XD China UPF (30.9) 2,202 122.2 47.4 10.8 23.6 0.81 3.9
002410 CH  Glodon China A SELL (36.3) 12,698 119.6 37.1 41.0 262.8 6.73 23.5
600584 CH JCET China A SELL (85.0) 10,915 115.6 72.9 105.0 2.88 2.8
6920 JP Lasertec Japan OPF (10.5) 10,153 110.5 80.3 61.7 97.0 1.37 24.3
3690 HK Meituan China BUY (27.5) 157,207 105.3 (82.7) ####  2,874.5 2.24 9.4
6415 TT Silergy Taiwan SELL (51.9) 5,806 99.8 41.8 13.1 51.9 1.89 11.8
002475 CH  Luxshare China A OPF (16.5) 56,049 98.9 40.3 40.1 45.4 1.13 3.4
1347 HK Hua Hong Semi  China UPF (50.3) 5,739 95.1 11.9 23.8 31.6 1.77 6.4
300750 CH CATL China A SELL (36.2) 64,299 90.5 (12.4) 49.4 111.2 6.02 10.2
772 HK China Literature  China BUY (42.7) 7,999 88.7 - 34.7 15.1 37.6 1.51 4.7
ous ID.com China BUY 14.3 101,380 86.2 (23.4) 99.4 80.3 2.11 0.8
8046 TT Nan Ya PCB Taiwan OPF 8.8 1,814 82.7 532.8 7.6 27.4 0.10 1.2
3659 Jp Nexon Japan BUY 11.8 21,446 81.9 9.8 2.0 18.4 3.11 6.7
4966 TT Parade Taiwan BUY 5.2 2,879 75.0 135 29.3 30.7 1.44 5.6
036570 KS  NCsoft Korea UPF (23.7) 17,264 67.7 1111 21.6 27.3 0.41 7.2
4751 )P CyberAgent Japan BUY (16.4) 7,073 59.4 269.4 129.4 120.4 0.60 1.5
006400 KS  Samsung SDI Korea OPF (0.3) 22,398 59.3 (17.7) 63.3 52.7 2.31 2.8
YY US JOYY Inc China BUY (9.2) 6,589 58.6 (76.3) 144.9 85.9 2.50 2.0
NTESUS  NetEase China BUY (2.8) 66,955 58.0 (0.3) 22.3 33.3 3.02 6.5
1810 HK  Xiaomi China OPF (15.9) 52,445 57.3 5.4 234 35.3 2.45 1.3
2379 TT Realtek Taiwan BUY (15.2) 6,231 553 1.6 24.7 26.5 2.02 2.3
VIPS US Vipshop China OPF (15.3) 14,692 54.2 31.2 21.0 19.8 0.76 0.9
6683 TT Keystone Taiwan BUY (19.7) 315 54.2 41.8 204 31.6 1.02 8.0
035420 KS  Naver Korea BUY (1.3) 40,915 54.1 22.0 108.8 61.4 0.94 6.6
6383 JP Daifuku Japan OPF (14.9) 11,880 53.2 (29.1) 13.1 45.0 (5.62) 2.7
2413 1P M3 Japan OPF (14.2) 31,080 50.6 10.2 31.0 153.3 7.45 25.2
9449 Jp GMO Internet Japan UPF (6.4) 3,170 46.6 39.1 (1.9) 29.4 1.59 1.6
700 HK Tencent China BUY 9.4 673,585 46.2 237 21.3 41.1 1.83 8.7
2454 TT MediaTek Taiwan BUY 28.6 33,219 41.0 722 441 24.7 0.42 2.5
MediaTek
i More than just volume upside g
Sebastian Hou E
sebastian.hou@clsa.com Upside intact regardless of Qualcomm competition or US restrictions o
+852 2600 7544 MediaTek’s share gain at Huawei is widely known, but we believe the market is =
[ I
Brian Chen, CLST focusing on the quantity upside while overlooking the quality upgrade as a result =
+886 2 2326 8145 of this closer collaboration. We anticipate earlier-than-expected earnings upside @
risk, which should drive a continuous beat-and-raise cycle. In the interim, §
Edison Hsia, CLST Qualcomm may get a licence from the US to sell technology to Huawei, whichmay 9
+886 2 2326 8142 reset market expectations of MediaTek’s share gain at the Chinese tech giant, but
our analysis suggests MediaTek will see similar growth due to increased orders
from other OEMs. We raise 20/21/22CT EPS by 35%/40%/40% and our TP from
9 July 2020 NT$530 to NT$792, based on 22x 21CT PE. Reiterate High-Conviction BUY.
] 7 ;
Taiwan Fimancials soct s1cr szt
Year to 31 December 18A 19A
Technology Revenue (NT$m) 238,057 246,222 306,571 380,733 418,231
Reuters 2454.TW Rev forecast change (%) - - 14.2 15.5 14.7
Bloomberg 2454 TT Net profit (NT$m) 20,760 23033 39,656 57,153 65,792
- - 34.6 39.8 39.5
Priced on 9 July 2020 NP forecast change (%) . 2208 36.00 4144
Taiwan Wtd @ 12,192.7 EPS (NT$) 13.04 14.5 o ppos 1a4
CL/consensus {27) (EPS%) - -
. 4.00
12M hiflo  NT$663.00/274.0 EPS growth (% YoY) (15.2) 11.2 72.2 44.1 15.1
12M price target NT$792.00 PE (x) 49.9 44.9 26.1 18.1 15.7
t%potential  +22% Dividend yield (%) 1.4 1.6 2.0 2.6 3.1
19.2
Shares in issue 1,590.0m ROE (%) 8.5 9.0 14.4 18.8 5399)
Free floatlest) 85.7% Net debt/equity (%) (32.7) (37.4) (40.2) (47.5) (53.
Market cap Us$35.7bn
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o Stock performance (%) :
MediaTek Inc M M 12M
Consensus Rating . Absolute 309 (852 107.7 <
Buys 80.6% 25N\ Relative 249 | 537 8231 ] - 500
Holds 19.4% Abs (US$) 319 | 89.5 1199 -
Sells 0.0% ‘ :
12M Tgt Px  23/32 CJARRIMED SAYS A L 400
Last Price PNALYST TARGETS ‘ '
Pricing Currency ;
Return Potential : ,
o\ T - 300
LA e N - 200
: ' 2454 -
2015 1 2016 } 2017 I 2018 2019 2020

CLSA

eroauced by CL SECURITIES Taiwan

Sebastian Hou

sebastian.hou@clsa.com
+852 2600 7544

Brian Chen, CLST

+886 2 2326 8145
Edison Hsia, CLST

TSMC

NT$354.50 - BUY

Far more than trumping cyclicality

Likely to grow even stronger than if no Covid-19 and no Huawei ban

We believe TSMC will quickly backfill its Huawei loss from other clients, where we
estimate upside risk to its FY20 US dollar sales growth of 30%+ YoY. Extra upside
stems from a potential license for some US chips to Huawei. While we still worry about
chip inventory, the correction may be pushed-out to 1H21, and TSMC's leading
technology more than trumps cyclicality, similar to the internet giants i S

+886 2 2326 8142

a rerating in our view. We lift our target price from NT$315 to NT$500 and upgrade

our rating from Outperform to a High-conviction BUY.

Recommendation history of Taiwan Semiconductor Manufacturing Co Ltd 2330 TT\\

. — Sebastian Hou, CLSA e BUY A O-PF ’
14 July 2020 o — Other analysts’ v U-PF = SELL
- E 500 No coverage = N-R
Taiwan P 7
()
Technology & 4501 TMC D 7{.«7 foo0
X
Reuters 2330.TW § TA%ET P 0 174
Bloomberg 2330 TT & 400+ N REV
ADR TSM.N o \
Priced on 13 July 2020 350 A
Taiwan Wtd @ 12,211.6
300 1
12M hi/lo NT$354.50/246.50
12M price target NT$500.00 2504
+% potential +41%
Sh. inlssu 25,930.4 T T T ¥ T T T v T
Fr:;ef:o:t::ste.) 69.1% " Financials Sep 17 Jan 18 May 18 Sep 18 Jan 19 May 19 Sep 19 Jan 20 May 20
Market cap Us$312bn Yea:to 31 Dece:nlur 18A 19A ‘ 20CT ’ 21CT 22CT.
Revenue (NT$m) 1,031,474 1,069,985 1,315,676 1,436,511 1,639,153
Rev forecast change (%) - - - 83 12.8 10.9
Net profit (NT$m) 351,131 345,264 466,646 520,256 610,315
NP forecast change (%) - 15.5 21.7 15.2
EPS (NT$) 13.54 13.32 18.00 20.06 23.54
CL/consensus {30) (EPS%) - - 108 111 113
oS
VAL U&77 EPS growth (% YoY) 2.3 (1.7) 35.2 ] 11.5 17.3
MNor ovER 7TH#E  CPEWX 26.2 26.6 19.7 17.7 15.1
Dividend yield (%) 2.8 2.8 3.4 3.7 4.2
TOP AT AL ROE (%) 22.0 20.9 27.1 26.9 28.1
Net debt/equity (%) {30.7) (25.2) (21.9) (23.9) (28.3)
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“Say . .. What's a mouniain goat doing way up here in

a cloud bank?”

When prices get stretched
too far one way, they tend
to snap back

The MSCI World
Value/Growth ratio is now
at an 18.6% discount to its

200-day MA

MSCI World growth versus Value with premium/discount to the 200-day MA

(&)

Crowry > VALUE

TF LA LA LAVMD SToCKS TAKE A BREATHER

When a stock is priced for perfection (or close to it)
. following strong positive performance that results in
valuations sitting at historical highs it doesn’t take much to
,fdisrupt the flight path (eg a growth hiccup, a market
downturn where they become an attractive source of
profit taking, etc)
7

J DNl A ROTATION
our oF THE TYPE
OF SToc/k

R A TECHNAL ANGLE
LB THINRS 1T°S HERE

Price Action
Global

Laurence Balanco, CMT

laurence.balanco@clsa.com
+61 2 8571 4253

el

Rubber band effect

The rubber band effect has often been used to describe moves in equity markets
where prices get stretched too far one way or the other and eventually they snap
back, just like when you let go of a stretched out rubber band.

There are two markets that look set-up for a rubber band snapback. The first is the
relative chart of the MSCI World Value versus Growth (V/G). We have featured this
ratio before and revisit it, as it is once again trading at a more than 18.6% discount
to its 200-day MA. This discount is larger than that seen at the peak of the tech
bubble, where the V/G ratio traded at a 17.1% discount as well as the mid-May

extreme of 17.7%.

MSCL

inurance bal sn.com <updsta

index 11

porid Yolue Inciex Daity Candiestick M
MXWOO00V Index Relative To 1200

Bart20% (CY a0z Teal
1.80¢Y
2008 rebound with value
outperforming by 12% 1709
1.6001
1.600]

2012-2013 rebound with value
Vi outperforming 5%

2016 rebound with value
outperforming 9% e,

2018 rehaund. with value s

outperforming 7%

May-June 2020 rebound with
value outperforming 8%
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’ The 2007-to-present Growth cycle displayed by the falling V/G ratio indicates value

o oVIPERFO . .
7— R/M underperforming growth. So far this trend has seen six rebound rallies where value
outperforms for a period before forming a lower high and a continuation of the
downtrend of value underperforming growth. Note five of the six rebounds saw the

Investors should be ratio recapture its 200-day MA before forming a lower high within the broader
prepared for another downtrend off the 2007 highs. The most recent rebound in late May/early June saw
snapback rebound in the value outperform by ~8% which only partly narrowed the gap with the falling 200-
V/G ratio in the coming day MA before rolling over to trade to new all-time lows for the ratio. As discussed
sessions earlier, this decline to new lows has taken the ratio back to an 18.6% discount to
its 200-day MA, below the extreme seen in mid-May which led to the last snapback
in the V/G ratio as well as the 2000 extreme. As such, investors should be prepared

for another snapback rebound in the V/G ratio in the coming sessions.

ALL OER

—_— O Across the global. Similar extreme discounts to their respective 200-day MAs
THE SHop can be seen on the Russel 1000 Growth v Value, the MSCI Japan Value v
Growth and the MSCI EM Growth v Value daily charts. The MSCI Europe Value
9 July 2020 v Growth, on the other hand is narrowing its discount to jts 200-day MA and is
showing signs of forming a tactical base.

Global . , :
" - O Rest of the world outperformance. As a reminder from our previous work it's
Technical analysis worth bearing in mind the relationship between the MSCI World Value/Growth
ration and that of the MSCI World ex US versus MSCI US ratio since the late
90s. Basically periods of value outperforming growth have been oscillated with
the World ex US outperforming the World. As such, from a stock perspective

ﬂ‘/ﬂﬂ /\/o/v -Us playing for another relief rally in the Value/Growth rati.o, one should focus on
value stocks outside of the US. European and Asian banking stocks show distinct
VALVE chart basing patterns. We present the following buy candidates:

HK), Bank Mandiri (BMRI 1)), State Bank of India (SBIN IB), Mahindra &
Mahindra Financial Services (MMFS IB), Indusind Bank (1B 1S), ICICI (ICICIBC
IB), Banco Santander (SAN SM), BNP Paribas (BNP FP), Lioyds (LLOY LN) and
Societe Generale (GLE FP).

e .
LIKE THEE. 2 0 Basing buy candidates. China Merchants Bank (3968 HK), Hang Seng Bank (11

O Take profit candidates. JD.com (JD US) and Pinduoduo (PDD US).

Pinduoduo Inc-Adr (PDD US)

. UP Pbor. /N 1 VEAR

Price performance (%)
iM 3M 6M 1y

Local 207 1131 1248 sern  ° PROFIT FORECKT /M 2022

us$ 207 1131 1243 3612 o 2022 PER FoX ' . . .
..................................................... » ON .

Summary financlals . . : 3 353

Year to 31 Dec 2018A 2019A 2020CL 2021CL 2022CL : ' :

Revenue (Rmbm) 13,120 30,142 50,324 69,101 s6s75 A ] F 80

Net profit (Rmbm) {10,298) (6,968) (8,292) (821) 7,876 X ‘ X

EPS (Rmb) (13.88) (6.02) (7.13) (0.71) 677 ' ' .

CL/consensus (22) (EPS%) 0.0 0.0 156.5 21.7) 575 - f- -l e - 70

EPS growth (% YoY) na na na na na ' ’

PE (x) na na na na 90.2 . g :

Dividend yield (%) 0.0 0.0 00 0.0 00 .. ... o AN L ] - 60

FCF yield (%) 17 21 1.1 11 26 . . .

PB (x) 24.1 28.7 359 30.2 19.2 j NMow W74

ROE (%) (115.5) (32.1) (37.3) © {3.8) 26.1 .

Net debt/equity (%) (162.3) (110.5) (176.2) (181.1) _uesa (YW A UK oo kv - - - +50




It ain't easy
being a
value
iInvestor at
the moment

9 Things Value Investors Do All The Time &, eise wisiars

One — Lose Money: Value Investors lose money. These guys think they are buying at the bottom. But
when you are buying a melting ice cube the terminal value is almost always negative.

Two — Complain: Value investors complain about everything. They are like a teenager who just got broken
up with. But I guess when your returns are horrible and you get redemptions daily, it’s hard not to
complain.

Three — Smell Like Trash: If you want to smell something utterly disgusting just sniff a value
investor. These guy are the cheapest stink-bags around. In 1967 there was a study that was conducted on
how many times value investors bathe. On average, value investors bathe once per week.

Four — Writing Horrible Letters: If there is one thing a value investor is good at it's writing horrible
investment letters. These idiots will spend half of the quarter writing to their investors why their returns
suck.

Five — Justify Investing in a Company Ran by a 90 year-old: If | had a dollar for every time a value
investor went all in on a company trading at 0.10x book value ran by a 90 year-old man who is about to

die | could buy a private island. For some reason value investors love capital intensive companies that have
16 classes of stock.

Six — Yelling at ‘growth’ investors for buying good companies: Value investors hate good

companies. And they hate technology even more. If you tell a value investor you are invested in a
company growing 25% per year they will scream incomprehensible words at you and call you stupid. These
are the same guys who will go all in on a newspaper business and say ‘mean reversion’ 756 times to justify
their investment.

Seven — Complain about the Federal Reserve: A true value investor will complain about the Federal
Reserve at least 64 times in their quarterly letters to investors.

Eight — Wear Outdated Clothes: Value investors are known to wear suits that come from Salvation Army
and smell like mothballs. Also, the shoulders of their suit jacket is almost always peppered with dandruff.

Nine — Tell everyone they are long-term investors but spend 99%6 of their time trying to forecast
next quarters revenue numbers: Value investors will tell everyone how they are a long-term

investor who will hold a stock indefinitely. But in reality these guys will spend 99% of their time trying to
forecast next quarters revenue numbers.
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Jon Barden AxJ earnings revisions bottomed

jon.barden@clsa.com Regional quant strategy monthly wrap
+852 2600 7593 .
In May, we suggested that consensus EPS downgrades were overly aggressive in
Kelly Kwok much of the region. The rate of MSCI AxJ earnings downgrades found its bottom
+852 2600 7577 in May, following the April bottom of the Macro Cycle Composite Index (MCCI).
Thomas Li " Risk, GARP, value and reversions outperformed, while quality and momentum
+852 2600 7913 underperformed. Furthermore, the combination of PE expansion and earnings
Carl Hui downgrade YTD is typical when equity exits the downturn ahead of consensus
+852 2600 7104 earnings revisions. The case for AxJ reflation trade has become even stronger, in
. our view. Based on this, we expect value and GARP strategies to outperform
10 July 2020 through the end of the year.

Following on our report / call from this morning, here are the best / worst value and GARP stocks. “Best / worst
value” is based on our Integrated Value models. These are stocks with market caps >5B that are ranked in the top
~decile on both our PE and PB models. These models adjust standard PE and PB ratios for growth, profitability,
liquidity and structural country biases. Ranks are quoted in percentiles (O to 1, 1 being best value). '

GARP (cRowTH AT A REASONABLE PRICED

_ ‘ 775/5;./. o afaf/oe/f“’”‘
GARP contains two factors defined as follows: GAAP (sRowTH AT AVY PR/CE)/]A’H LA LA LAMD
STockS
PEG 12-month forward PE / Next 2-year avg EPSg (PEG yield is used)
PSG 12 month forward PE / sustainable growth (PSG yield is used)

Each ratio is converted to a z-score (standard deviations above / below the mean). The GARP score is z-score
averaged between the two factors.

Best GARP Chnn REBL EXTATE o FINANCIAS ARE BURK. SArISONG BT THE TS ooT
BBG Company Country Sector Mkt cap 3M ADTO GARP

(US$m) (US$m) Score

2007 HK Country Garden Holdings Co. Ltd. . China Real Estate I 28186 27.2 2.8
1918 HK Sunac China Holdings Ltd. China Real Estate 21340 90.6 2.8
000660 KS  SK hynix Inc Korea Information Technology 48110 274.3 2.4
2202 HK China Vanke Co., Ltd Class H China Real Estate | 38426 31.8 2.4
NST AU Northern Star Resources Ltd Australia Materials 7212 54.1 2.2
688 HK China Overseas Land & Investment Limited China Real Estate ! 35412 52.2 1.9
586 HK China Conch Venture Holdings Ltd. China Industriais 7917 17.0 1.9
813 HK Shimao Property Holdings Limited China Real Estate l 14719 33.6 1.9
1109 HK China Resources Land Limited China Real Estate 29121 46.9 1.6
005935 KS Samsung Electronics Co Ltd Pfd Non-Voting Korea Information Technology @7@ 75.1 ’ 1.6
036570 KS  NCsoft Corporation Korea Communication Services 16555 70.3 1.6
2474 7T Catcher Technology Co., Ltd. Taiwan Information Technology 6027 38.0 1.5
TOPG MK Top Glove Corporation Bhd. Malaysia Health Care 10712 54.3 1.5
AXSB IN Axis Bank Limited India Financiais 15921 244.0 1.5
066570 KS LG Electronics Inc. Korea Consumer Discretionary 9694 43.7 1.5
VIPS US Vipshop Holdings Ltd Sponsored ADR China Consumer Discretionary 12081 117.1 1.5
960 HK Longfor Group Holdings Ltd. China Real Estate 28858 31.7 1.4
1658 HK Postal Savings Bank of China Co., Ltd. Class H China Financials 50166 21.4 1.4
1288 HK Agricultural Bank of China Limited Class H China Financials 131861 38.6 1.4
1398 HK Industrial and Commercial Bank of China Limited Clas: China Financials 223496 131.4 1.4
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Sanjeev Rana

ONE ar THE "BesT éARP " plcis

Samsung Electronics

55,000 - BUY

Strong near-term profit outlook

sanjeev.rana@cisa.com
- +822 397 8574

Taekyoung Ha

+82 2 397 8447
Harry Kim

+82 2 397 8548

Solid 2Q beat even excluding one-off, target raised to %70,000

Well positioned to benefit from structural trends, to add new growth engines
We see SEC as a big beneficiary of structural demand growth for memory from data
centres led by 5G, Al and an “untact” economy. SEC is also looking to be aleader in
non-memory by 2030, which could be a huge growth opportunity. Its net cash
position of ¥W98tn (1Q20) puts itin an enviable position to purse M&As. Although
smartphone is ex-growth we see SEC maintaining high margins on the back of an
increase in penetration of foldable phones (35m by 2023 vs 3m in 2020).

SEC netcash _ SEC FCF
140 4 (Wtn) 3/6 40 q (Wtn)
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|Security ) Currency Price Change Total Return Difference Annual Eq
1) 005930 KS Equity usD -7.46% -6.77% -19.45% -12.19%
2 2330 TT Equity UsD 10.67% -- 24.74%
3) 700 HK Equity Ush 37.62% 25.34% 81.66%
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FINANCIALL ARE

DomM /NANT

Best Value

BBG Company

FMG AU Fortescue Metals Group Ltd
489 HK Dongfeng Motor Group Co., Ltd. Class H
1398 HK  Industrial and Commercial Bank of China Limited Class H
939 HK China Construction Bank Corporation Class H
1288 HK  Agricultural Bank of China Limited Class H
3988 HK  Bank of China Limited Class H
3328 HK  Bank of Communications Co., Ltd. Class H
1988 HK  China Minsheng Banking Corp., Ltd. Class H
998 HK China CITIC Bank Corporation Ltd Class H
267 HK CITIC Limited
390 HK China Railway Group Limited Class H
1186 HK  China Railway Construction Corporation Limited Class H
1800 HK  China Communications Construction Co. Ltd. Class H
3323 HK China National Building Material Co. Ltd. Class H
2007 HK  Country Garden Holdings Co. Ltd.
1918 HK  Sunac China Holdings Ltd.
1 HK CK Hutchison Holdings Ltd
1113 HK CK Asset Holdings Limited
COAL IN Coal India Ltd.
SBIN IN  State Bank of India
TATAIN Tata Steel Limited
NTPC IN NTPC Limited
r PWGR IN Power Grid Corporation of India Limited
055550 K< Shinhan Financial Group Co., Ltd.
105560 K< KB Financial Group Inc.
086790 K< Hana Financial Group Inc.
316140 KE Woori Financial Group, Inc.
000660 KS SK hynix Inc
CIMB MK CIMB Group Holdings Bhd
TOPG MK Top Glove Corporation Bhd.
2317 TT  Hon Hai Precision Industry Co., Ltd.
2327 TT  Yageo Corporation
KBANK TB Kasikornbank Public Co. Ltd.
SCBTB  Siam Commercial Bank Public Company Limited

\

Country

Australia
China
China
China
China
China
China
China
China
China
China
China
China
China
China
China
Hong Kong
Hong Kong
India
India
India
India
India
Korea
Korea
Korea
Korea
Korea
Malaysia
Malaysia
Taiwan
Taiwan
Thailand
Thailand

Sector

Materials
Consumer Dis
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Industrials
Industrials
Industrials
Industrials
Materials
Real Estate
Real Estate
Industrials
Real Estate
Energy
Financials 1
Materials
Utilities
Utilities
Financials
Financials
Financials
Financials
Info Tech
Financialis |
Heaith Care
Info Tech
Info Tech
Financials ,
Financials

Bits & pieces

Some FAT Y/ELAS

Mkt cap 3M ADTO

(US$m)

29,838
5,392
223,496
196,455
131,861
112,054
48,006
28,415
22,352
28,977
13,030
11,039
9,496
9,545
28,186
21,340

. 25,500
22,422
10,980
22,063
5,112
12,313
12,205
12,457
11,186
6,621
5,369
48,110
8,543
10,712
40,462
5,468
7,336
8,311

A BUNCH OF VALYE WAS
IDENTIFTED A couple oF WEEKS ALO —

(ussm)

1V PE
Model

Rank

0.963
0.937
0.972
0.978

0.96

0.98
0.929
0.962
0.974
0.919

0.93
0.972
0.956
0.912
0.971
0.992
0.986
0.929
0.965
0.972
0.929

0.94

0.95

0.94
0.957

0.96
0.913
0.919
0.904
0.943
0.914
0.954
0.965
0.936

Y

IV PB 12MF div
Model yid (%)
Rank

0.948 6.8
0.979 6.7
0.995 6.1
0.996 6.0
0.992 7.1
0.998 7.3

0.98 6.9

0.99 7.8
0.993 7.9
0.971 6.2
0.955 4.5
0.991 4.3
0.978 6.2
0.939 4.8
0.931 7.4
0.947 4.7
0.993 6.1
0.955 4.6
0.999 11.9
0.929 1.2
0.909 2.4
0.913 6.4

0.98 6.8
0.968 6.0
0.984 6.1
0.983 71
0.938 7.0
0.969 1.5
0.948 5.3

0.94 2.4
0.966 4.8
0.955 4.3
0.966 4.2
0.909 6.3

LINK

( 26 June 2020]

Interesting Places - A friend of Howard Marks once pointed out that in financial history

“everything interesting happens outside of two standard deviations”. Grabbing that thought I
went looking for Asia-Pac stocks currently trading at greater than 2 standard deviations from
their average on a few measures (inc PER & PB, EV/Ebitda and Div Yield).

“We now see PWGR as an island of solid, regulated earnings, and the likely commercialisation of its bi_gggst
LHVDC project will provide earnings visibility. Also, we see it growing earnings 19% over FY21-23CL with its

US$7bn pipeline ..... and see little downside to our estimated 52% rise in its dividend 9ver FY20-23CL,
making it an attractive (6.4%-8.5%) dividend yield stock. Considering PWGR's attltactlveness to ESG
investors, its inexpensive valuation (at -2 std., 8x FY22CL EPS) and visible 6.4% vyield, we upgrade our
rating from OPF to Buy.” Analyst Bharat Parekh on Power Grid which is presently trading >2 std devs

below its average PER and PB

Power Grid - Price to core earnings ratio

14.0 7 x
13.0
12.0 A A
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https://www.clsa.com/member/report/607828689

SEVERAL VALUE IDEAL
FRom EV /MooRE: ;"NRE DA)’"
OAILY

@ BAIDU looks very attractive at current price and with cash hoard to continue investing and
growing - surely ads are past worst

From: Evelyn Moore, CLSA <evelyn.moore@clsa.com>

o Telkom results support our BUY big cap offers 5.8% dividend plus 32% upside to our target... BUY
TLKM U

o DAIRY FARM looks great to me at current valuation as more that headwinds in the price and we all
know C-19 is changing grocery and food/hygiene/eating habits around the globe - DAIRY offers
4.3% dividend yield plus 50% upside to target BUY :

o KBANK -this US$7.4bil bank offers VALUE - trading on 0.5x p/b paying a 5.2% dividend with 78%

eps growth on 7.4x PE21... BUY
THERE'S PLENTY AR OVrD

o Ping An - blue chip - great core holding BUY THE REGIoN

o Korea Zinc -simple BUY story as stock offers 41% upside and is net cash - dividend yield for ‘21 is
4.3% recent results BEAT

Telkom (TLKM L))

Summamﬂnandals o
Year to 31 Dec 2018A 2019A 2020CL 2021CL 2022cL  12M forward PE £ YR LoW
Revenue {Rpbn) 130,784 135,567 142,486 150,792 162,781 ®
Net profit (Rpbn) 18,032 18,663 21,419 23,096 26,109
EP5 {Rp) 185.71 192.20 22059 = 237.85 26889 209
CL/consensus (19) (EPS%) 0.0 0.0 101.7 103.0 107.1 2401
EPS growth (% YoY) (18.6) 3.5 14.8 7.8 13.0 220 4 N
PE {x) 16.6 16.1 14.0 13.0 115 200 - A J"
Dividend yield (%) 53 58 6.3 57 64 180 1 \V‘J
FCF yield (%) 47 6.6 78 8.7 100 160 4
PB (x) 30 30 30 28 26 140 ] w‘
ROE (%) 18.9 18.9 21.4 222 237 19 ]
Net debt/equity (%) 22.7 28.9 33.4 34.4 34.8 W15 W16 Wi17 18 Jul19
N Ch CFA Underappreciated; maintain BUY /

orma: oolnﬁg’ Telkom trades at below -1 std. its five-year average valuation. We continue to see 8%
norman.choong@clsa.com core earnings growth this year as achievable and positives from mobile data and

+62 21 5088 7827 Indihome outweighing the non-core and legacy segments.

e R R - 4500
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a
"""" - - Telekomunikasi Indonesia Persero - e i | R g
X Consensus Rating v 4.82
Buys 92,5% 37 . .
Holds 7.5% 3 . .
. : 3090
_________________ Sells 0.0% 0 >3000
1M Tgt Px  36/41  3982.78 CoNSENSDS YpSIDE Ml
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T Would NoT HAVE EXPECTED BAIDY IN THIS L/ST

MSCI Asia Apex 50 Index laggards since the great rally (from Feb 2016) began

Ticker Name Price Net Chg % Chg Points %ldx Mv
1 HK Equity CK Hutchison Holdings Ltd 50.85 -29.35 -36.59% -6.5 -0.92%
941 HK Equity China Mobile Ltd 55.05 -12.86 -18.94% -5.6 -0.79%
BIDU UW Equity Baidu Inc 132.33 -11.45 -7.96% -4.5 -0.64%
175 HK Equity Geely Automobile Holdings Ltd 15.42 -11.45 -42.62% -4.4 -0.62%
TCOM UW Equity Trip.com Group Ltd 26.8 -10.08 -27.33% -4.0 -0.56%
3008 TT Equity Largan Precision Co Ltd 3960 -1674.48 -29.72% 3.3 -0.47%
27 HK Equity Galaxy Entertainment Group Ltd 51.7 -13.9 -21.19% -3.1 -0.44%
068270 KP Equity Celltrion Inc 328500 -1098.51 -0.33% -1.6 -0.22%
JM SP Equity Jardine Matheson Holdings Ltd 40.15 -11.04 -21.57% -1.2 -0.18%
012330 KP Equity Hyundai Mobis Co Ltd 198000 -32793  -14.21% -1.2 -0.17%
ST SP Equity Singapore Telecommunications L 2.52 -0.46  -15.48% -11 -0.16%

ATIRACTIVE CHINA
INTERNET PLAY ON THECE foREPTE

Baidu Inc
Baidu Inc (BIDU US) Consensus Rating 4.38
Buys 70.0% 28
Holds 30.0% 12
Analyst Elinor Leung, CFA Sells 0.0% 0
Summary financials '
Year to 31 Dec 2018A 2019A 2020CL 2021CL 2022CL 12M Tgt Px  37/41 143.35
Revenue (Rmbm) 102,277 107,413 111,422 127,622 144,592 . :
Net profit {Rmbm) 27,573 2,057 10,877 16,420 19,881 ‘-a?t_ Price 125.49
EPS (Rmb) 79.01 591 31.22 47.14 57.07 Pricing Currency usb
CL/consensus (27) (EPS%) 0.0 0.0 66.0 752 73.6 Return Potential 14.2%
EPS growth (% YoY) 49.9 (92.5) 428.8 51.0 21, 1) '
PE (x) 11.7 156.8 29.7 19.6 16.2
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
FCF yield (%) 83 6.8 45 74 8.4
PB (x) 2.0 20 18 1.6 14
ROE (%) 19.8 13 63 8.6 9.2 MAYRE T7/ME
Net debt/equity (%) (43.6) (46.6) 49.2) (53.8) (58.2) 7O LAUNCH A DIV AEAS

: : | -  BACIER UPSIAE L
et T e Y R
---------------- ------------ - 200
Y SR S A W B .
I
........ T R SR S Y B I
2duv us
2015 2016 | 2ol17 2018 2019 2020



. »”
. S Ping An (2318 HK) ”
Summary financlals
Year to 31 Dec : 2018A 2019A 2020CL 2021CL 2022CL Z)Z UE C// / /D
Operating profit (Rmbm) 163,151 184,739 182,276 186,875 250,422
Net profit (Rmbm} 107,404 149,407 126,059 127,792 176,407
EPS {Rmb) 5.88 8.17 6.90 6.99 9.65 WLUE
CL/consensus (28) (EPS%) 0.0 0.0 90.8 75.0 90.3
EPS growth (% YoY) 17.6 39.1 (15.6) 1.4 38.0
PE {x) 13.5 9.7 115 11.4 8.2
Adjusted EPS {Rmb) 5.9 8.2 i 9.7
Adjusted PE {x) 13.5 9.7 8.2
Dividend yield (%) 2.4 2.6 3.6
PB(x) 2.6 2.2 .
ROE (%) 209 24.3
e e - 90
\ 86.55
............................................................................ -+ 80
------ I e e Rk M o SO LI, oAV
: Ping An Insurance Group Co of China Ltd |
B Y Consensus Rating Y471 ----- R - 60
: Buys 87.1% 27 :
X Holds 12.9% 4
S e Sells 0.0% 0 -~ e > 50
. 12M Tgt Px  24/32 100.78 .
------------------ N~ --------------t last Price 8660 -~ ----------1+40
l Pricing Currency KD :
27/, Return Potential 16.4% .
...................... '?/K-H,e_ . .30
2015 2016 2017 2018 1 2019 l 2020
Dairy Farm (DFI SP)
Summary financlals
Year to 31 D 2018A 2019A 2020CL 2021CL 2022CL
R::;nze (us§fn) 11,749 11,192 11,131 11,873 12505  12M forward PE
Net profit (US$m) 358 321 302 414 502 "
EPS (US$) 0.26 0.24 0.22 031 037 450 .-
CL/consensus (8) (EPS%) 0.0 0.0 99.8 109.8 129 )
EPS growth (% YoY) (24.7) (10.4) (5.8 37.0 212 :
PE (x) 18.3 20.4 21.7 15.8 131 350 1
Dividend yield (%) 43 43 3.0 4.1 50) 300
FCF yield (%) 64 39 19 3.7 48 0
PB (x) 58 5.4 5.3 46 4.0 -
ROE (%) 25.4 27.5 24.7 30.9 324 200
Net debt/equity (%) 65.6 67.8 2 63.2 531 150 . — .

) Jul 15 Jul 16 Jul 17 Jul 18 Jul 19
------------------------------------------------------------------------- - 9.000
-------------------------------------------------------------------- - 8.000

: +So;. 70
-------------------------- Dairy Farm International Holdings Ltd - r---------Yq--- - -7 o 7.000
Consensus Rating 3.86 TARET —>
Buys 42.9% 3 ‘
____________________ Holds 57.1% 4 e -+ 6,000
Sells 0.0% 0
__________ 12M Tgt Px  6/8 563 . LT 7RAMNG TN .. 15000
"""""""""" Last Price 4.65 AT THIK PRICE K 4,660 |
Pricing Currency LSD IN APRIL 2009 !
_________________________ Return Potential  (311%) ¢ 7T —— 1 Y 14000
XL SP
2015 2016 2017 ] 2018 \ 2019 2020



"Weerapat Wonk-urai

Kasikornbank PCL (KBANK TB)

Reiterate BUY and TP of Bt129

weerapat.wonk.urai@clsa.com

+66 2 257 4642

12M forward PB
(x)
1.6 1 A

14 4 Y "m

12 4

1.0 9 W\.
0.8 4

0.6 9

04

Jul 15 Jul 16 Jul 17

Jut 18

Jui 19

Our BUY rating is reiterated, while our GGM-based price target of Bt129 is derived

from 0.73x PB. We believe our earnings forecast is more conservative and is
factored in the high credit cost for 2020-21. KBANK’s valuation is now
undemanding at 0.5x 20CL PB. The bank has high cush|on of capital buffer with
capital adequacy ratio of 17.6% in 1Q20.

LALT T/’VEAT THEE

CNEIYN . PRICEC IN.20/0. . . ..

Rk WS AP A ST A ASHRRU W SR [ 180

" Kasikornbank PCL
Consensus Rating

-+ 240

-+ 220

-+ 200

- 160

Summary financlals Buys 55.6% 40
Year to 31 Dec 2020CL 2021CL 2022CL o - 1
Operating profit (Btm) 24,021 42,851 56,920 Holds 29'6;6 .
Net profit (Btm) 17,346 30,943 21102 Sells 14.8% D
EPS (BY) 7.25 12.93 17.17 - 120
CL/consensus {18) (EPS%) 62.5 98.8 124.1
EPS growth (% YoY) (55.2) 784 328 12M Tg'F Px  24/27
PE (x) 124 70 52 Last Price -+ 100
Adjusted EPS (Bt) 7.2 Pricing Currenc
Adjusted PE (x) 124 Return Potentia{ 2200
Dividend yield (%} 44 1 56 67 Y. N L 30
PB {x) 05
ROE (%) 4.2 L
2015 2016 2018 ] 2019 ! 2020
Korea Zinc Co Ltd (010130 KS)
Year to 31 Dec 2018A 2019A 2020CL 2021CL 2022CL
Revenue (bn won) 6,883 6,695 7,153 7,129 7226 12Mforward PE
Net profit (bn won) 535 639 675 742 804 {x)
EPS (W) 30,259.29 36,132.81 38,207.16 41,996.05 4548101 5 -
CL/consensus (18) (EPS%) 0.0 0.0 120.2 121.2 123.0 180
EPS growth (% YoY) (15.6) 19.4 57 9.9 83
PE (x) 124 104 9.8 8.9 82 1497
Dividend yield (%) 29 37 3.7 4.3 45 1401
FCF yield (%) 8.6 5.0 7.3 11.9 116 1201
PB (x) 11 1.0 09 0.9 08 100 4
ROE (%) 8.8 9.9 9.7 10.0 101 80 A
Net debt/equity (%) (9.8) {9.5) (11.8) (16.3) {19.9) 60 . . .
. . ! Jut15 JuI 16 Jul 17 Jul 18 Jul 19
-------------------------------------------------------------------------------------- - 0.55M
+20 Yﬁ‘)&( oF KEEPM& ﬁﬁ}/.r//vé
&/W&EMK
------------------------------------------------------------- L 0.5M
------------------------------------------------------------------------- - 0.45M
Korea Zinc Co Ltd
_________ ConsensusRatingo 48 L] N o b oM
Buys 90.5% 19 L
Holds 9.5% 2
Sells 0.0% 0 0.369M
------------------------------------------------------- - (0.35M
12M Tgt Px  13/22 521923
Last Price 369000
© Pricing Currency o 0/30 XS
........ '~ Return Potential 41.4% / 0.3M
2015 2016 } 2017 ‘ 2018 2019 2020



LAST WoRA

| was in a job interview today when the manager
handed me his laptop and said, "l want you to try
and sell this to me."

So | put it under my arm, walked out of the
building and went home.

Eventually he called my mobile and said, "Bring it
back here right now!" |

| said, "$100 and it's yours." “ ”ﬂ% o
\
’ | Yy . or :,\9(( ‘bPM/

This report is for information purposes only and is not a solicitation or any offer to buy or sell. This report was written by a
sales/trading person(s) and not an analyst. It does not constitute research, nor should it be interpreted as such, and is not intended
to provide professional, investment or any other type of advice or recommendation. The views contained in this report are the
sales/trading person's personal views which may or may not differ from the official views and interests of CLSA. Such personal
views may differ from the opinions expressed by other divisions of CLSA including our investment research department. The
views expressed are based on information that was collected using one or more of the following: consensus data, independent
information sources and information provided by the company. Although care was taken as to the veracity of such information,
CLSA does not guarantee and makes no representations as to its accuracy, completeness or correctness. The sales/trading person
does not undertake any obligation to update the material in this report. You should make your own independent evaluation of
the relevance and adequacy of the information contained in this report and make such other investigations as you deem necessary,
including obtaining independent financial advice.

©2020 CLSA Limited ("CLSA").

Australia: CLSA Australia Pty Ltd ("CAPL") (ABN 53 139 992 331/AFS License No: 350159) is regulated by ASIC and is a Market
Participant of ASX Limited and CHI-X. This material is issued and distributed by CAPL in Australia to "wholesale clients" only. This
material does not take into account the specific investment objectives, financial situation or particular needs of the recipient. The
recipient of this material must not distribute it to any third party without the prior written consent of CAPL. For the purposes of this
paragraph the term "wholesale client” has the meaning given in section 761G of the Corporations Act 2001.This report is intended
to be distributed into the United States of America by CLSA solely to persons who qualify as “Major U.S. Institutional Investors” as
defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as amended, and who deal with CLSA Americas, LLC. However,
the delivery of this report to any person in the United States shall not be deemed a recommendation to effect any transactions in
the securities discussed herein or an endorsement of any opinion expressed herein. Any recipient of this report in the United States
wishing to effect a transaction in any security mentioned herein should do so by contacting CLSA Americas, LLC {a broker-dealer
registered with the Securities and Exchange Commission) and an affiliate of CLSA. The distribution of this material in other
jurisdictions may be restricted by law and persons into whose possession this material comes should inform themselves about and
observe any such restrictions.

The European Union (“EU") and the United Kingdom (“UK”): In these jurisdictions, this report is a marketing communication. It has
not been prepared in accordance with the legal requirements designed to promote the independence of investment research, and is
not subject to any prohibition on dealing ahead of the dissemination of investment research. The report is disseminated in these
countries by either CLSA {UK) or CLSA Europe B.V. CLSA (UK) is authorised and regulated by the Financial Conduct Authority. CLSA
Europe B is authorised and regulated by the Authority for Financial Markets in the Netherlands. This document is directed at
persons having professional experience in matters relating to investments as defined in the relevant applicable local regulations. Any
investment activity to which it relates is only available to such persons. If you do not have professional experience in matters relating
to investments you shoutd not rely on this document. Where the research material is compiled by the UK analyst(s), it is produced
and disseminated by CLSA (UK) and CLSA Europe BV.

IMPORTANT: The content of this report is subject to CLSA's Legal and Regulatory Notices as set ou_t at
www.clsa.com/disclaimer.html, a hard copy of which may be obtained on request from CLSA Publications or CLSA Compliance

Group, 18/F, One Pacific Place, 88 Queensway, Hong Kong, telephone (852) 2600 8888.





