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SHARE PLEDGING: DOWNSIDE MYTH DISPELLED

A general perception exists that share pledge financing transactions will have a negative impact on the price
of the share collateral. However, this myth has not been borne-out based on an empirical analysis of the
data conducted by EquitiesFirst

OVERVIEW PERFORMANCE METRICS

For nearly two decades, EquitiesFirst has been a .

pioneer in providing loan capital against equity 1MLy Price performance to date
collateral, structured broadly as a sale and

repurchase transaction. By providing liquidity in  * Share price has increased by 31.1% on average
this way, we have helped major shareholders, from the date EquitiesFirst received the shares to
investors, founders and family offices access the 15 January 2021

value of their long-term holdings without

foregoing the potential value accretion.

- W-L73 Change in Volume
Our counterparties have high conviction in the

shares they hold and are particularly watchful for
any potential risk to their value and market
perceptions. For this reason, we have prepared an
analysis of share pledge transactions in order to
provide context and insights for equity investors
considering accessing capital in this way.

* The average volume increased by 4.2% during the
pricing period when compared to the prior 30 days’
average trading volume

Outperformance to Indices
As a starting point, we conducted an analysis of all

the transactions completed by EquitiesFirstin Asia < The share price of the transactions outperformed

over the course of 2020 and through the first half their respective comparable indices by 15% on
of January 2021. On the basis of that analysis, we average from the date EquitiesFirst received the
derived the following performance data: shares to 15 January 2021
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We indexed the share pledging transactions in Asia on an equally-weighted basis and compared the
performance with major Asia market indices. The chart above illustrates the outperformance of EquitiesFirst
(Asia) compared to these market indices, except Korea (KOSPI).

Source: Bloomberg, EquitiesFirst data (as of 15 January 2021)
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MACRO REVIEW

To add further context to our analysis, we also
reviewed instances of disclosable share pledging in
the overall Hong Kong market during the same
period. There were 15 instances in which a share

We analyzed the share price performance of these 15
transactions immediately after the share pledging
disclosure on the Hong Kong Exchange to derive the
following performance data:

pledging transaction by a significant shareholder was
announced in the market from June 2020 to
December 2020.

+0.3%

Price change 1 day
after the share pledge
disclosure

+5.4%

Price change 1 week
after the share pledge
disclosure

+15.3%

Price change 1 month
after the share pledge
disclosure

+48.5%

Price change to date
(15 Jan 2021)

The results of both our own transaction analysis and research findings for Hong Kong stocks are consistent with
the academic literature on the subject of share-pledge lending.

A 2018 research paper titled “Insider Pledging: Its Information Content and Forced Sale” (Chen & Hu), while
focused on companies listed in the United States, reached conclusions largely identical to our own. In the words
of the report’s authors: “When we examine the long-run return, there is significantly positive one-year abnormal
stock returns after the disclosure date of insider pledging. The abnormal returns still exist even after controlling
for many asset pricing factors and firm-specific risks.”

CONCLUSIONS

These findings are highly relevant and worth close consideration by investors and asset owners looking at
share-pledge financing to access capital. It is important to note that these findings reflect specific statistical
analyses at a specific time and may not hold true under all circumstances. Past performance is no guarantee of
future returns and all investors must conduct their own due diligence and analysis before making investment
decisions.

Furthermore, not all share-pledge financing transactions are ‘created equal’. There are important distinctions
within the space which must be addressed and considered. By structuring our lending transaction as a sale and
repurchase, EquitiesFirst effectively takes a long position alongside the asset owner which has placed equity
collateral in our care. This creates a natural alignment of interests to the long-term benefit of both parties.

EquitiesFirst is a global investment firm which specializes equity-backed financing for long-term, concentrated shareholders. Over the past 18 years,
EquitiesFirst has provided capital to hundreds of investors and entrepreneurs around the world. (https://equitiesfirst.com/hk/)

Source: Hong Kong Stock Exchange, EquitiesFirst data (as of 15 January 2021)
Hung-Kun Chen and Shing-yang Hu. (2018). Insider Pledging: Its Information Content and Forced Sale. 1-35.
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EquitiesFirst is a global investment firm which specializes equity-backed financing for long-term, concentrated shareholders. Over the past 18 years, EquitiesFirst has provided
capital to hundreds of investors and entrepreneurs around the world. (https://equitiesfirst.com/hk/)
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DISCLAIMER

HK, China, Singapore - Equities First Holdings Hong Kong Limited holds a Hong Kong Securities and Futures Commission Type 1 License and licensed in Hong Kong
under the Money Lenders Ordinance (Money Lender’s Licence No. 1839/2020). EquitiesFirst (“EquitiesFirst” refers to Equities First Holdings LLC, and all subsidiaries
of such company in all countries where they are engaged in business activities of any nature). This document is prepared by EquitiesFirst. It is not intended as an offer
to sell securities or a solicitation to buy any product managed or provided by Equities First. It aims to provide general information on the EFH loan facility which is not
authorized for retail use in Hong Kong and is only available for Professional Investors. This document is not directed to individuals or organizations for whom such
offers or invitations would be unlawful or prohibited. Past performance is not a guarantee or a reliable indicator of future results. All investments contain risk and may
lose value. The information contained herein may be incomplete or incomprehensive. Accordingly, the information is qualified in its entirety by the terms applicable to
the facility as set out in its constitutive documents (Loan Documents) and should be read together with such Loan Documents. This presentation has been prepared
without consideration of the investment objectives, financial situation, or particular needs of any individual investor. You should consider your own investment
objectives, financial situation, and particular needs before taking any action with respect to a financial product referred to in this presentation. In preparing this
presentation, EFH is assuming your organization is capable of evaluating the merits and risks of any financial transaction described herein and its suitability for your
organization’s purposes and its legal, taxation, accounting, and financial implications and that in making this evaluation you are not reliant on any recommendation or
statements made by EFH. Before entering into any transaction EFH strongly encourages you to independently assess these things and fully understand the transaction
in its entirety. EFH does not act as an adviser in any capacity and strongly recommends all borrowers seek independent advisement when assessing the transaction
and its suitability. To the extent it is permitted by applicable law, Equities First, its affiliates, and any officer or employee of Equities First or its affiliates do not accept
any liability whatsoever for any direct or consequential loss arising from the use of this presentation or its contents, including for negligence. Trading in equities,
futures, options, commodities, currencies, or derivatives can have risks and is not appropriate for all persons. Under some market conditions, it may be impossible to
liquidate a position. Copyright protections exist in this presentation. The contents of this presentation are strictly confidential and may not be disclosed, reproduced,
distributed, or published by any person for any purpose without the expressed written consent of EFH, LLC. EFH makes no guarantee, representation, or warranty and
accepts no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of Equities First only and are subject to changes without
notice. Further information is available upon request.

Korea - The foregoing is intended solely for sophisticated investors, professional investors or otherwise qualified investors who have sufficient knowledge and
experience in entering into securities financing transactions such as securities repo or securities loan transaction. It is not intended for, and should not be used by,
persons who do not meet that criteria. Information provided herein is for information purposes only and does not constitute an offer to sell (or solicitation of an offer
to purchase) the securities or investments referenced herein (“Offer”). Any such Offer shall only be made through a relevant offering or other documentation which
sets forth its material terms and conditions. The foregoing does not provide or purport to provide investment advice, nor does it provide or purport to provide any legal
or financial advisory or other professional advice or services which are regulated in jurisdiction in which EquitiesFirst (Equities First Holdings, LLC and its subsidiaries)
operates, does business, resides, including, Republic of Korea or that may otherwise have regulatory authority over EquitiesFirst. The foregoing has been prepared by
EquitiesFirst based on or derived from sources EquitiesFirst reasonably believes to be reliable. However, EquitiesFirst has not independently examined or verified the
information provided herein and no representation is made that it is accurate or complete. Opinions and information herein are subject to change without notice.

Thailand - EquitiesFirst (“EquitiesFirst” refers to Equities First Holdings LLC, and all subsidiaries of such company in all countries where they are engaged in business
activities of any nature). The foregoing is intended solely for certain, or certain class of, recipient who is qualified to independently consider and act on the information
provided herein pursuant to laws and regulations applicable to such recipient. As such, the information provided herein is for information purposes only and does not
constitute an offer to sell (or solicitation of an offer to purchase) the securities or investments referenced herein, to participate in any particular trading strategy, or to
provide any particular advisory services (“Offer”), in any jurisdiction in which such Offer would be illegal. Any Offer shall only be made through the relevant offering or
other documentation which sets forth its material terms and conditions pursuant to applicable laws and regulations. The foregoing and any non-public information
contained therein are confidential and have been provided solely for the benefit of the intended recipient and for the limited purpose of the potential transaction that
the intended recipient has already discussed with the Company. Except with the Company’s prior written consent, such confidential information may not be shared
with any party other than with professional advisors and affiliates of the intended recipient, in which case the information may be shared for such limited purpose and
on a need-to-know basis. If you are not the intended recipient of the foregoing, any disclosure, copying, distribution or use of its content is strictly prohibited. The
foregoing does not provide or purport to provide investment advice and has been prepared by the Company based on or derived from sources the Company reasonably
believes to be reliable. The Company has not independently examined or verified the information provided herein and no representation is made that it is accurate or
complete. Before acting on any information, the recipient is thus encouraged to seek independent financial and/or legal advice. Opinions and information herein are
subject to change without notice.



SHARE PLEDGING: DOWNSIDE MYTH DISPELLED

VOL 01, FEB 2021

CONTACT US

Indianapolis

GORDON CROSBIE-WALSH

CEO Asia

+852 3958 4589
gcroshie-walsh@equitiesfirst.com

BANGKOK
+66 2059 0242
THinfo@equitiesfirst.com

BEIJING
+86 10 5929 8670
info@equitiesfirst.com

London

Madrid e

Bangkoke

HONG KONG
+852 3958 4500
HKInfo@equitiesfirst.com

SEOUL
+82263705180
info@equitiesfirst.com

Beijing
Shanghai, *Seoul
« Hong Kong

Singapore

Sydney

Perth * Melbourne

SHANGHAI
+86 21 8033 3188
info@equitiesfirst.com

SINGAPORE
+65 6808 6405
SGinfo@equitiesfirst.com




XPRFE W&

P
o
% |H VOLO1, 202152 H ZaE

BRI

IRERMT: TR MAIRE
—IRTE, THANRERRR T RNE TROKA TR, BEUBBNTEATITR T XMEAE &

1R 32 RIIE R

SEFNIBANEETHNEFHE, EIKE-+F +31.1%
R AR TR BB 5Tk dmo Fell IR HBYRED

M3 e nm L\ FISREEA o BRNFIYLEKT31.1% (MFNUREIRRERIH KE
it ERBARARIRBZACIBAMREDRE 2021418 158)
KRB RO HRE RN _LKIRE.

RINESHNER

+4.2% Al

AT E A WM EIHSERRETTREC, BR5517E
BERERFAFERXE, IERZOL, 12T —
LRERIFR S, R T —E4E, fHEBEFEE,

RS EEENHAARTE LH T 4.2%(HHLLE T EA
RI30RHI TR 5 E)

15% [l tictd

T ERI2RRZ B FERNEER 7 HEXIE15%

B, B2 T 2= (LARRX)MN20205F 220214

1R 15BN RERR 5. BTG HIUA T4 (MBI E L X R 2021F1815H)
Bz LR (AR 7 B )
140.0 EhEKOSPIHEL, 140.34

130.0 bMJJJ\ 5% (LAK), 127.56
o ‘ Piop/RE00#54, 117 .83
110.0 |
"_/r‘l f"\ | Esmng, 10622
100.0 ARG iy i O ENADR B FrEES G ariedl, 99.24
W -"h/‘?;w, ; N\" REBASETHL, 96.76
9.0 1 M sty 93.21
\Hrw./'m" . ‘1"\“"/\_,\/:‘\«-

80.0

il A
“I
70.0 2 " }

60.0
Dec-19 Feb-20 Apr-20 Jun-20 Aug-20 Oct-20 Dec-20

— % (IERE) PRAEES/RS00HEE] e BEHEIEAHEET

IR — R AP R RO FHEIKOSPIEEY  —e ZRE S 7ISETHEAY

BINERENEHEAEERLT 5= (TAK) IETRIR S, H 5N EET SRR, LEEH
7% (IARK) s8R 7 NS KT IZEE (BR T #EKOSPIFEE)

KR 2218, SR (FE2021F1815H)




IRERHE: TREINAYIRRE VOL 01, 20215 2H

7 W1

AT EHRMNNAHERE, B EEE T IEXEBRARENRELFRZ S (2020668-2020F128) X EHET
ISEFERFFFHRERTRZ . N2 T ERRKE T RERFRZEHRNKIR, FH T THER!

+0.3% +5.4% +15.3% +48.5%

RN TERE BRI BB RN TERE BRI B2 RN TERE R R BRNESHERDE
—XEHRI —REIRRI — 1T BEHRM (2021%1815H)

B EFNREFRBANNERIRGNLZMMBRN LS (FERXZNARZAKE)—2

[RERATRRERR: HIEERNBMBH|HE (Insider Pledging: Its Information Content and Forced Sale)]
BE—H1E2018KHEMERIRES (BB EMBAEAELRE) WIREEHAREER LHNAE, SHEL
MBI —BAMFEBEZAREPR A HEERENKELIRN, HINNAMENERERERHERZE
ERENEEEK EETHREENERMAENMEXEE),

=+
IS8

UERHHEERERFIREANZFEARENE, EFFLUR EXEHEETRENE R, K
RIRER AW S BRI R AR RAKRIER, KEABEFHIRETRE /T RIEEM D . 25, F
FEFMBEREFRHEEFRER, FRNMSEFRENEERR RARNEHNZEBGR, HMMNER—ERF
BRE XHRTWAFE—HMKEEGFRR.

SER—RERAENBENG, ZITAFEEFECFNRARERERZRS AIEN+TN\E, ZEAZETREANBPUREHTREAR
(https://equitiesfirst.com/cn/)

KR BB, »EHIE (£2021F1H150)
IS EMAE AL, AEBALRERT: HEERNAMERE|HE (Insider Pledging: Its Information Content and Forced Sale), 1-35



RERR: TREMAIRE VOL 01, 202142H
BR & Al
145
E[) 58 &2 44 i 7l B . b=
ot DEE. Cam
Lrig.
g5, AR
Fhbnig
LER
qEr . B RA

= E & (GORDON CROSBIE-WALSH)
ITNXEFBRITE
+852 3958 4589
gcroshie-walsh@equitiesfirst.com
e85 g8 £

+66 2059 0242
THinfo@equitiesfirst.com

=
+86 10 5929 8670
info@equitiesfirst.com

+852 3958 4500
HKInfo@equitiesfirst.com

B R
+82 263705180
info@equitiesfirst.com

+86 21 8033 3188
info@equitiesfirst.com

¥ hm 3%
+65 6808 6405
SGinfo@equitiesfirst.com




SHARE PLEDGING: DOWNSIDE MYTH DISPELLED VOL 01, FEB 2021

CONTACT US

London
. . [ ]
Indianapolis Béijing
Madrid e 3 S |
Shanghai, “2¢€ou
Batigitodissse Hong Kong
Singapore
bt S.ydney
ert
* Melbourne
GORDON CROSBIE-WALSH
CEO Asia
+852 3958 4589
gcrosbie-walsh@equitiesfirst.com
BANGKOK HONG KONG SHANGHAI
+66 2059 0242 +852 3958 4500 +86 21 8033 3188
THinfo@equitiesfirst.com HKInfo@equitiesfirst.com info@equitiesfirst.com
BEIJING SEOUL SINGAPORE
+86 10 5929 8670 +82 263705180 +65 6808 6405

info@equitiesfirst.com info@equitiesfirst.com SGinfo@equitiesfirst.com




SHARE PLEDGING: DOWNSIDE MYTH DISPELLED VOL 01, FEB 2021

CONTACT US

London
. . [ ]
Indianapolis Baijing
Madrid e 3 S |
Shanghai, “2¢€ou
Batigitotssse Hong Kong
Singapore
bt S.ydney
ert
* Melbourne
GORDON CROSBIE-WALSH
CEO Asia
+852 3958 4589
gcrosbie-walsh@equitiesfirst.com
BANGKOK HONG KONG SHANGHAI
+66 2059 0242 +852 3958 4500 +86 21 8033 3188
THinfo@equitiesfirst.com HKInfo@equitiesfirst.com info@equitiesfirst.com
BEIJING SEOUL SINGAPORE
+86 10 5929 8670 +82 263705180 +65 6808 6405

info@equitiesfirst.com info@equitiesfirst.com SGinfo@equitiesfirst.com




