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Progressive Capital

TIME VALUE OF MONEY &
100% COLLATERAL RETURN

The EquitiesFirst financing model requires a temporary title transfer of shares during the term of the loan transaction. In a
previous piece, we addressed the key concerns on the temporary transfer in the ownership of the collateral (shares). This
includes sharing the empirical data on post-transactional share price performance with EquitiesFirst and a generic share
pledging disclosure. The share price of the transactions with EquitiesFirst outperformed to the respective indices by 15%
on average, and the average volume increased by 4.2% comparing to the prior 30 days’ average trading volume. [FIRSTNEWS
VOL 01, FEB 2021]. We discussed the 5 essential questions about title transfer, which includes our key differentiation with
margin lenders [FIRSTNEWS VOL 08, JUL 2021]. In this report, we want to discuss our business model, 100% track record in
returning the collateral and the correlation with Time Value of Money.

TIME AS A CRUCIAL ASSET FOR US:

Time value of money is an important concept for EquitiesFirst. Shareholders will pay more for an investment that could
promise returns over years 1 to 5 than they will generally pay for an investment that estimates identical returns for years 6
through 10. Essentially one must determine if future benefits are sufficiently large to justify current outlays. The development
of mathematical tools for the time value of money is important as the first step towards making capital allocating decisions.

The time value of money is essentially saying that today’s dollar is worth more than if | would get the same amount in the
future. Whenever one decides to allocate capital, make purchases of new plant and equipment or introduce a new product,
one must determine if the projected future benefits are large enough to justify the current outlay. The abovementioned
concept has many applications for given interest rates in calculating the future value of an amount compounded over a
period of years, the present value of an amount discounted over a period of years, future value of annuity, present value of
annuity and how mortgage amortization is calculated.

EquitiesFirst understands the time value of money. We take the borrowers shares for a fixed time period and earn our
economics from the shares. To us, the time value is worth more by holding shares than cash.

EquitiesFirst vs. Traditional Banks

» We have an established risk management process that allows us to take on a broader range of collateral quality

o A fixed loan tenor provides us the time to execute various kind of trading strategies

o Asset owners can unlock value from their asset holdings to further invest while retaining all upside in their shares
e We earn our economics from actively rebalancing the position

o EF’sinterest rates are low and fixed

EquitiesFirst aligns the interest with borrowers by taking more risks than traditional banks do and offering better lending
terms. In return for their shares and time, borrowers unlock the value from their asset holdings and are able to benefit from
the time value of money to utilize it, while EquitiesFirst benefits the time value of money by holding shares. With sophisticated
trading techniques and time provided by the borrowers, EquitiesFirst can earn from the volatility of the collateral.
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SHARE BACKED FINANCING: VALUE PROPORTION OF
THE LENDER & THE BORROWER

<~ EquitiesFirst (Lender) provides: <~ Shareholder (Borrower) provides:
o Low & fixed interest rate e Temporary transfer in ownership
o High loan-to-value ratios (LTV) ¢ Time (Fixed Loan Tenor)

» Non-recourse loan
e Non-purpose loan

o Borrower friendly margin call mechanism

Time Value of Money is a popular concept in Finance, and this is also at the core of EquitiesFirst. By managing additional risks
and offering more competitive terms compared to traditional banks, we get time (a fixed tenor to trade the collateral) which is
key to grow economics.

As we have fixed loan terms, we can utilize the time and strategically rebalance the position with various holding period lengths.
A three-year loan term provides us with 756 trading days to trade shares patiently and carefully.

LONG-TERM BULL MARKET - IN FAVOR OF
OUR PATIENT TRADING STRATEGY

To further examine our strategy, we analysed more than 400 data points for the Dow Jones Index and Hang Seng Index from
2000 to 2019. We found that over 80% of times (184/221) the Dow Jones Index and about 70% of times (147/221) the Hang
Seng Index performed positively after 3 years. Furthermore, the Dow Jones Index’s and the Hang Seng Index’s return are 21%
and 18% in average respectively over the 3 years, allowing us to be patient even when the share price drops in the short-term
as the share price tends to bounce back within 3 years.
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The volatile nature of the stock creates opportunities for us. Our trading technique and algorithms enable us to earn our
economics. We sell on highs and buy on lows through applying our algorithms. For example, if the share price fluctuates in
between the ascending channel, there is plenty of room for trader to gain profit from the movement. The price fluctuation is

mostly caused by the other large market participant who trades more shares (i.e., institutional investors, major shareholders).

CASE STUDY: IDREAMSKY TECHNOLOGY (1119.HK)

A good case study is iDreamSky (1119.HK). We completed 3 transactions for one of the substantial shareholders (all

publicly disclosed) and all of the shares were subsequently returned to the shareholder (traceable via CCASS).

Dec 2021: Tranche 3 Maturity - $0.764/share

Nov 2021: Tranche 2 Maturity - $0.837/share
— Sep 2018: Tranche 1 - $0.541/share
| s‘* Oct 2019: Tranche 2 - $0.524/share
‘ /— Nov 2019: Tranche 3 - $0.594/share

Oct 2021: Tranche 1 Maturity - $0.713/share

Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec

2019 2020 2021

Source: Bloomberg, EquitiesFirst
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VOLATILITY - THE CORNERSTONE OF OUR TRADING STRATEGY

Here is an example of potential successful trading using market volatility for iDreamSky Technology shares on maonthly basis.

0.9 300.0%
0.7 200.0%
0.5 100.0%
0.3 = T T T T 0.0%
1 Sep-19 1 Mar-20 1 Sep-20 1 Mar-21 1 Sep-21
—— Price —— Accumulated MoM Change

Based on the chart, we can observe that although the share price of iDreamSky Technologies only rose around 30% within two
years, the potential profits was around 250%. This shows that with patient decisions to take positions through trading, the
profits could be much higher than the returns of holding stocks. Furthermore, if we trade more frequently with shorter holding

periods, the potential profits could be higher than 250%.

Although our business involves trading risk, our established trading techniques and risk management processes, together with

the time generally available to implement such measures, mean that our trading risk is generally well managed.

INTEREST RATE AS THE BUFFER FOR OUR PROFTIS

We charge interest rate over the loan term, allowing us to earn from the time value of money and use this as buffer for us to
generate profits over time for our clients. Combined with our fixed loan tenor and the observation, major indices usually perform

positively within three years, we can use time to trade strategically.

Source: Bloomberg
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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 °

HONG KONG
+852 3958 4500
HKinfo@equitiesfirst.com

SEOUL
+82 263705180
info@equitiesfirst.com

Beijing

Shanghai . t Sgoul

Bangkok « ° Hong Kong

Singapore
Sydney
Perth . Melbourne
SHANGHAI

+86 21 8033 3601
info@equitiesfirst.com

SINGAPORE
+65 6978 9100
SGinfo@equitiesfirst.com

EquitiesFirst is a global investment firm which specializes equity-backed financing for long-term, concentrated shareholders
Over the past 19 years, EquitiesFirst has provided capital to hundreds of investors and entrepreneurs around the world. (https://equitiesfirst.com/)
______________________________________________________________________________________________________________]
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DISCLAIMER

China, Hong Kong and 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. 2199/2021). 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.

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.

South 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.



