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Progressive Capital

HOW BROKERAGE FIRMS CAN
GAIN AN EDGE AMONGST
FIERCE COMPETITION

BACKDROPS AND OUR OBSERVATIONS:

« The number of brokers in Hong Kong has increased significantly over the last decade, leading to fiercer competition.
« 55% indicate their intention to explore new revenue channels, introduce new products or expand into new
markets in 2023 according to the Hong Kong Securities Association
 The average daily trading volume doubled over the last decade, which also increased total operating profits.

e The average daily turnover increased to USD 16 billion in 2022 from USD 6.9 billion in 2012.

« The operating profits increased from USD 1.1 billion to USD 2.9 billion.

KEY TAKEAWAYS:

 When partnering with EquitiesFirst, broking companies can enjoy the following advantages:
e Increased revenue
e Diversification of services
e Better client retention
« Risk management
e Higher loan-to-value ratios

o With EquitiesFirst’s innovative solution, broking companies can have better client retention and greater

business flexibility.

FIERCER COMPETITION FOR BROKERAGE FIRMS IN
HONG KONG

As the brokerage industry continues to experience significant growth, it is attracting an increasing number of participants. To
differentiate themselves from their competitors, brokers have turned to providing premium services. According to a survey
conducted by Hong Kong Securities Association, 55% of respondents intend to explore new revenue channels, introduce new
products or expand into new markets in 2023. Brokerage firms in Hong Kong are now competing by delivering greater value
to their clients rather than simply offering low fees.
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NUMBER OF BROKERAGE FIRMS IN HONG KONG
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INCREASED MARKET SIZE AND PROFITS FOR HONG KONG
BROKERAGE INDUSTRY

The total trading value of the Hong Kong stock market has significantly increased over the last decade, leading to significant
growth in operating profits for brokerage firms. The large amount of capital flowing into the stock market can be attributed
largely to the low interest rate paolicy, especially between 2019 and 2021. However, the recent rise in interest rates may
impact trading volume in the future.
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EARN REVENUE AND PROVIDE CLIENTS WITH MORE OPTIONS
BY PARTNERING WITH EQUITIESFIRST

One of the potential solutions for brokerage firms to generate additional revenue is to lend capital to their existing clients.
Some clients prefer to hold their stocks for extended periods, resulting in limited trading activity and brokers can only charge
custodian fees. Moreover, even when clients seek margin lending, brokers may face challenges in accepting illiquid or small
cap stocks as collateral due to the higher risk involved. As a result, the stocks remain idle for both brokers and their clients.
However, EquitiesFirst offers innovative solutions to address these issues.

Partnering with EquitiesFirst presents an innovative solution for brokerage firms to stand out from the crowd with the
following benefits:

1. Increased revenue: A broking company can earn commission or fees for referring clients to EquitiesFirst or for
assisting with the loan process.

2. Diversification of services: By working with EquitiesFirst, a broking company can expand their offerings to include
alternative financing solutions. EquitiesFirst’'s equity backed loans offer clients flexibility in terms of the use of the
loan proceeds. This enhances the appeal for broking companies to a wider range of clients who may not have been
interested in traditional brokerage services alone.

3. Better client retention: By offering additional financial services, a broking company may be able to retain clients for
a longer period and increase their customer loyalty.

4. Risk management: A brokerage company is not required to use their own capital for lending. As such, the solution
can be beneficial for a broking company that wants to offer financing options to clients while minimizing their risk
exposure.

5. Higher loan-to-value ratios: EquitiesFirst may be able to offer higher loan-to-value (LTV) ratios, typically 65%,
compared to traditional lenders, which could be attractive to clients who want to access a larger amount of
financing. This can also help a broking company provide a more competitive financing solution to their clients.
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+65 6978 9100
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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. 1780/2022). 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.



