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Investment Summary

Largest independent cloud service provider in China.
Kingsoft Cloud (KC US, “KC") was founded in 2012 and listed
on NASDAQ at US$17 per ADS in 2020 after a spin-off from
Chinese software company Kingsoft Group. As at end-2021,
Kingsoft Group held a 39% stake in KC. KC is the largest
independent cloud service provider in China, according to
Frost & Sullivan. It has a 2.89% market share in the laaS
and Paa$S public cloud market at the end of 3Q21,
according to IDC. The company derives revenue primarily
from (1) public cloud services and (2) enterprise cloud
services, which contributed 68% and 32% to total revenue
in FY21, respectively.

Driver #1: Rising cloud penetration. Cloud penetration in
China is still relatively low. Enterprise IT spending only
accounted for 1.5% of China’s GDP in 2021, compared to
5.3% in the US and 3.2% globally. Public cloud spending
was only 12.9% of total enterprise IT spending in China, vs.
16.8% in the US and 13.5% globally. The promotion of
digital transformation in the China’s 14th Five-Year Plan
and the outbreak of the pandemic will help accelerate
cloud adoption in China, despite the temporary macro
headwinds. China's public cloud market is expected to grow
at a CAGR of 26.8% in 2021-2026E to US$109.9bn,
according to Gartner. KC is one of the beneficiaries of the
rising cloud demand.

Driver #2: Pure cloud player for multi-cloud adoption. Only
€.26% of enterprises with over 1,000 employees in China
that are using cloud adopted a multi-cloud strategy in
2019, compared with 85.0% in the US. Multi-cloud
penetration is expected to increase from the currently low
level in China. IDC estimated that 70% of China's top 500
organisations will have implemented a multi-cloud strategy
by 2024. As an independent cloud service provider, KC will
benefit from the increasing multi-cloud adoption, as its
customers can avoid potential conflicts of interest that
would arise from using cloud services provided by leading
internet players.

Driver #3: Premium-customer strategy offers high growth
visibility. KC adopts a premium-customer strategy, focusing
on leading enterprises within selected verticals, such as
game, video, and financial services, including ByteDance,
Bilibili, Kuaishou and Meituan, etc. The premium customers
have stronger spending power and higher growth visibility
than SMEs, leading to faster business expansion for KC. KC
achieved a cloud service revenue CAGR of 74.6% in 2017-
2020, which is higher than the 48.2% of the industry in
China.

Customer concentration not a major concern. KC has a
relatively concentrated revenue contribution of above 50%
from the top five customers. However, we are less
concerned about this, given the strong growth expectation

of 40%+ p.a. for its top customer ByteDance amid the
macro headwinds. Meanwhile, KC has been further
diversifying its customer base by signing more premium
customers. This percentage has been decreasing from
65.7% in 2019 to 50.5% in 2021. We expect KC to further
diversify its customer base with the expanding enterprise
cloud business.

Potential synergy from the acquisition of Camelot. KC
acquired Camelot, a digital enterprise solutions and
services provider, in Sep 2021. We expect potential synergy
in KC's enterprise cloud services business, leveraging
Camelot’s large customer base and long-standing client
relationships to cross-sell products and solutions; as well
as nationwide fulfilment centres across major cities in
China for project deployment with lower costs and
enhanced efficacy.

Secondary listing in Hong Kong a potential catalyst. KC is on
track with the Hong Kong Stock Exchange listing plan,
seeking to maintain independent listing status in both
Hong Kong and the US to reduce the risks arising from
Sino-US tensions. The exact timeline will be subject to
market conditions and regulatory approvals. We believe
this would be a potential share price catalyst once the
timeline is confirmed, as the secondary listing could not
only provide an extra funding channel but also expand the
domestic investor base.

Sufficient funds to support future expansion. KC's capital
expenditure primarily includes the purchase of property
and equipment, as well as intangible assets. The capital
commitments were Rmb1bn, Rmb1.6bn, and Rmb0.7bn in
2019, 2020, and 2021, respectively. KC had a total debt of
Rmb1.8bn and net cash of Rmb1.6bn as of Mar 2022. KC is
also able to get additional financing facilities from banks
given the current debt level and support from Kingsoft
Group. Therefore, we believe KC is able to support its
capex in the next few years.

Expect a c.30% core-cloud revenue CAGR for FY21-FY24F.
The strong growth of core cloud business (i.e., public cloud
computing and storage, and enterprise cloud) is driven by
the increasing cloud penetration and multi-cloud adoption
in China. We expect KC to achieve positive adjusted EBITDA
in 4Q22.

We initiate coverage on KC with a BUY call due to (1) the
strong long-term public cloud service demand in China, (2)
KC being a pure cloud player poised for multi-cloud
penetration, and (3) its high growth visibility with a
premium-customer strategy. We derive our TP of US$10.9
based on 1.5x FY23 PS, lower than its large internet peers
with laaS business due to its smaller scale.
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Valuation & Peer Comparison undemanding valuation of 0.65x FY23 PS, at a c.70%
discount to the average of its peers, due to the smaller

We set our TP at US$10.9 based on 1.5x FY23 PS, which is scale and relatively higher customer concentration. We

expect the valuation discount to narrow with the improving

lower than its large internet peers with laaS business due
operating margin and further customer diversification.

to its smaller business scale. KC is currently trading at an

Peer comparison

Mkt PE PE Yield Yield P/Bk P/Bk EV/EBITDA ROE ROE P/S P/S

Price Cap Fiscal 22F 23F 22F 23F 22F 23F 22F 23F 22F 23F 22F 23F

Company Name Code Currency Local$ Us$m Yr X X % % X X X X % % X X
Kingsoft Cloud* KC US usb 4.70 1,145 Dec na na 00 00 08 09 (6.3) (142) (17.4) (183) 08 0.6
Alibaba*# BABA US Usb 108.03 291,681 Mar 198 166 00 0.0 1.8 16 92 7.7 9.8 104 20 1.8
Tencent Holdings* 700 HK HKD 379.80 465057 Dec 220 179 0.3 04 33 27 145 120 160 165 53 45
Baidu Ads 1:8* BIDU US UshD  144.82 50,406 Dec 326 212 00 00 1.5 1.3 143 93 47 6.6 26 23
Amazon.Com AMZN US usb  107.67 1,095479 Dec 138.8 40.2 00 00 66 52 193 145 11.0 181 21 1.8
Microsoft MSFT US UsD  251.76 1,882921 Jun 271 234 1.0 1.0 102 75 203 176 455 381 95 83
Alphabet A GOOGL US USD 219529 1,448,854 Dec 197 166 00 00 51 43 128 11.2 270 282 26 22
Vmware A# VMW US usb  120.87 50,940 Jan 189 16.5 00 00 372 127 126 115 4873 919 38 35
Ucloud Technology 'A' 688158 CH CNY 14.95 1,009 Dec na. na. na na 26 35 na. na. (2700 364 20 1.7

# FY22: FY23; FY23: FY24

Source: Thomson Reuters, *DBS HK
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Key Risks

Intensified market competition. The cloud services market
in China is highly competitive, with multiple players backed
by internet giants. Irrational price cut by competitors might
lead to an earnings deterioration for KC.

Significant slowdown of cloud services demand. Revenue
from public cloud services accounted for nearly 70% of KC's
total revenue in FY21. Any significant slowdown in the
growth of public cloud services demand will impact KC's
revenue growth.

High customer concentration. The top five customers in
aggregate accounted for more than 50% of KC's total
revenue in FY21. The loss of one or more customers with a

large revenue contribuion, or a reduction in usage by any
of these customers, would reduce KC's revenue.

Insufficient capital to support ever-changing market
environment. KC requires a significant amount of capital to
fund business operations and respond to development
opportunities. If it fails to obtain sufficient capital, KC may
not be able to implement growth strategies, and the
business, financial conditions, and operations may be
materially and adversely affected.

Cybersecurity incidents and attacks. The occurrence of any
disruptive cyber incidents could harm KC's business or
damage its brand and reputation, leading to the loss of
existing customers.
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SWOT Analysis

Strengths

Weaknesses

Pure cloud business focus; largest independent cloud

service provider in China

Premium-customer strategy with focus on leading
enterprises within selected verticals

Established leadership in verticals such as online video

Higher growth rate than the industry average

Opportunities

High revenue contribution from top five customers

Relatively smaller scale compared to cloud service
providers backed by internet giants

Threats

Digital transformation in China to accelerate cloud
penetration

Beneficiary of customers’ multi-cloud adoption
Resumption of gaming license approvals
Entering new verticals for customer diversification

Potential overseas expansion to catch the rapidly
growing cloud market in Southeast Asia

Intensified market competition in terms of pricing

Logistics constraints and delays in project delivery
due to potential intensification of COVID-19
lockdown measures in China

Occurrence of disruptive cybersecurity incidents
and attacks

Source: DBS HK
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Critical Factors

The critical factors of the company are (1) public cloud
market size in China, (2) number of premium customers,
and (3) operating efficiency of the cloud service business.

(1) Public cloud market size in China

KC generated c.70% of its revenue from public cloud
services in FY21. Its business is significantly affected by the
development of China’s public cloud industry. Cloud
penetration in China is still relatively low. Enterprise IT
spending only accounted for 1.5% of China's GDP in 2021,
compared to 5.3% in the US and 3.2% globally. Public cloud
spending was only 12.9% of total enterprise IT spending in
China, vs. 16.8% in the US and 13.5% globally. The
promotion of digital transformation in the 14th Five-Year
Plan and the outbreak of the pandemic will help accelerate
cloud adoption in China. China's public cloud market is
expected to grow at a CAGR of 26.8% in 2021-2026E to
US$109.9bn, according to Gartner. KC's public cloud
services revenue will expand with rising cloud penetration
in China.

Public cloud market size in China

Number of premium customers

US$ bn
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(2) Number of premium customers

KC adopts a premium-customer strategy, focusing on
leading enterprises within selected verticals. The total
revenue generated from premium customers accounted
for more than 90% of total revenue in 2017-2021. The
number of premium customers expanded from 113 in
2017 to 597 in 2021, with a revenue CAGR of 66.5%. An
increasing number of premium customers will lead to
higher revenue.
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Source: Company, DBS HK

(3) Operating efficiency of cloud service business

Macro headwinds in China have led to weaker-than-
expected demand for CDN services in 2021, resulting in a
redundancy of underlying resources including IDC and
bandwidth, which was planned and committed to on an
annual basis at the beginning of 2021. KC proactively
initiated a downsizing of its CDN services and focused on
core cloud services (i.e., computing, storage, and enterprise
cloud businesses) to adapt to the market headwinds. We
expect to see improvements in KC's adjusted gross margin
and adjusted EBITDA margin with the effect of the strategic
initiatives unfolding, and forecast it will achieve a positive
adjusted EBITDA margin in 4Q22. Improving operating
efficiency will result in higher profitability.

Operating efficiency
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Financials

FY21 results highlights. Revenue increased by 37.8% y-o-y
to Rmb9,060.8m, with public cloud services and enterprise
cloud services expanding 19.2% and 111.1% y-0-y to
Rmb6,159.1Tm and Rmb2,897.8m, respectively. Public cloud
services were negatively impacted by a temporary
slowdown in demand from the internet sector. Cost of
revenue grew by 43.8% y-o-y to Rmb1,830.2m, with the
gross profit margin shrinking 1.5ppts to 3.9%. Adjusted
EBITDA was -Rmb522.4m compared to -Rmb119.1m in
FY20. Net loss expanded 61.8% y-o-y to Rmb1,588.7m.

1Q22 results highlights. Revenue increased by 19.9% y-o-y
to Rmb2,173.8m. Public cloud services revenue declined by
0.8% y-0-y to Rmb1,380.8m, as the increase in computing
and storage services was offset by the downsizing of CDN
services. Enterprise cloud services revenue grew by 88.7%
y-0-y to Rmb792.5m. Gross billings from core cloud
services (i.e., computing, storage, and enterprise services)
increased by 61.2% y-o-y. Cost of revenue increased by
23.4% y-0-y or decreased by 20.4% g-o0-gq to Rmb2,631.8m;
among which, IDC costs decreased by 19.1% g-o0-g to
Rmb1,110.3m, in line with the adjustment of CDN services.
Gross profit decreased by 31.4% y-0-y to Rmb80m. The
gross profit margin dropped 2.7ppts y-0-y or expanded
2.7ppts g-0-q to 3.7%. Adjusted EBITDA was -Rmb152m,
compared to -Rmb49m in 1Q21 and -Rmb278m in 4Q21.
Adjusted EBITDA margin was -7%, contracting 4.3ppts y-0-y
or improving 3.5ppts g-o0-g. Net loss expanded 44.7% to
Rmb553.2m. Net operating cash flow was -Rmb626m,
compared to -Rmb497m in 1Q21 and Rmb38m in 4Q21.

Revenue forecast. We expect revenue to grow by 7%,
22% and 23% for FY22, FY23 and FY24 respectively,
with core-cloud revenue growing 31%, 28% and 28%
for FY22, FY23 and FY24 respectively. The growth is
driven by (1) increasing public cloud penetration and
multi-cloud adoption, and (2) expanding enterprise
cloud services.

Revenue forecast
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Improving gross profit margin. We expect the gross
margin to increase from 3.9% in FY21 to 14.3% in FY24,
with the increasing economies of scale.

Gross margin
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Increasing operating efficiency. We expect KC to

gradually improve its operating efficiency after the

acquisition of Camelot in 2021. Operating expenses as

a percentage of revenue is to decrease from 23.9% in

FY21 to 20.5% in FY24.

Operating expenses/revenue ratio
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Adjusted EBITDA margin
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Healthy balance sheet. KC had a total debt of Rmb1.8bn
and net cash of Rmb1.6bn as of Mar 2022. KC's capital
expenditure primarily includes the purchase of property
and equipment, as well as intangible assets. The capital
commitments were Rmb1bn, Rmb1.6bn, and Rmb0.7bn in
2019, 2020, and 2021, respectively. The company guided a
capex of Rmb1bn to Rmb1.5bn for FY22.

Sufficient funds from financing activities. KC completed its
IPO on NASDAQ in May 2020 at US$17 per ADS with net
proceeds of Rmb3.9bn. KC also completed a follow-on
offering in Sep 2020 at US$31 per ADS with net proceeds
of Rmb1.9bn. KC could also borrow from banks given the
current debt level and get support from Kingsoft Group.
Overall, the cash inflow from financing activities is generally
sufficient to cover the operating loss and investment
needs.
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Environment, Social, & Governance (ESG)

ESG management is essential to the sustainability of KC's
business. As a rapidly growing company, KC will continue to
improve its ESG governance, build innovative products, set
the highest standards of ethics and compliance across its
supply chain, attract and retain the best talent, reduce its
carbon footprint, improve suppliers’ sustainability
performance, and deepen its community engagement.

Environmental

Data centres are considered as high-energy consumption
units in the technology industry. Most of KC's data centres
are leased from suppliers, which offers more flexibility to
reduce the wastage of resources from idle or underutilised
data centres. KC also has two self-owned data centres
located in Beijing and Tianjin. In line with China’s “dual
carbon” goals, KC's data centres are developed in a high-
efficiency, low-carbon, energy-saving, and renewable way.
However, the use of green energy might lead to higher
utility costs for KC's data centre operation.

KC has focused on optimising the strategy of energy
savings and consumption reduction and has set a target
value for PUE in its KPIs. The actual operating performance
is lower than that of the data centre’s designed values. For
instance, the designed annual average PUE of the Beijing
data centre is 1.4%, and the actual operating annual
average PUE in 2021 is 1.37x. In the long run, KC will
continue to improve operation efficiency in its data centres
and maintain the PUE below the targets. Total greenhouse
gas emissions per million yuan revenue decreased from
3.12 tonnes to 2.72 tonnes.

Social

(1) Employees. KC has established internal rules and
policies for employment that include respecting employees
and protecting their rights. The internal policies include the
Employee Manual, Code of Professional Conduct, and other
policies to guide recruitment, compensation and
performance, benefits and care, attendance and leave,
grievance procedures, integrity, self-discipline, etc. Female
employees accounted for 26% of management roles in KC
as at end of 2021.

(2) Suppliers. KC not only manages its supply chain in
compliance with relevant laws and regulations, but also
strives to minimise the negative impact on society and the
environment. KC has established internal policies,
standards, and implementation frameworks to guide its
supplier business partners. The internal policies and
programmes include Measures for Procurement, Measures
for Bid Invitation, Policy on Supplier Life Cycle Management,
and Supplier Performance Evaluation Specifications to
guide supplier introduction, evaluation, rating, and exit. In

2021, KC identified a supplier that was not complying with
its business ethics requirements and immediately
terminated the cooperation with this supplier. As at end of
2021, 100% of suppliers have signed agreements on the
commitment to the supplier code of conduct.

(3) Customers. KC adheres to the core value of “customer
first, thrive on technology”. KC continuously improves the
quality of products and services to meet customer
demands through innovation. KC accomplished zero
product quality or server outage problems in 2021.
Besides, KC has achieved 99% overall customer problem
resolution rate and 95% customer service satisfaction rate
in 2021.

Governance

KC's board of directors oversees the executive
management of the company’s relevant risks and regularly
reviews reports from management covering various
business topics. While the board is accountable for the
overall risk oversight, it has delegated well-defined
responsibilities related to certain risks to the Audit
Committee, Compensation Committee, and Nominating
and Corporate Governance Committee. The board has also
adopted a diversity policy to ensure that as a whole, it has a
diverse set of qualities, including but not limited to gender,
age, cultural and educational background, professional
experience, skills, knowledge, and length of service, in order
to appropriately fulfil its mandate. KC recently appointed its
first independent female board director, enhancing gender
diversity and workplace inclusivity.
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Sector Outlook

Cloud migration a long-term trend. In recent years, the
technology industry has undergone a massive transition
from on-premise hardware and software that enterprises
purchase to services on the cloud that they rent. Cloud
services offer on-demand access to a shared pool of
configurable computing and storage resources that can be
instantaneously deployed and easily scaled, therefore
providing a wide variety of benefits to enterprises
compared with the traditional on-premise IT model.

Major benefits of cloud services

Major benefits of cloud services

Quick e Shorter deployment time compared to
deployment traditional IT
e Reduce upfront capital expenditures and
ongoing expenses for purchasing,
Cost installing, maintaining, and upgrading on-

reduction premise IT infrastructure and equipment
e Enjoy instant, reliable, and cost-efficient
services on a pay-as-you-go basis
e Scale up and down the capacity in response
Flexibility & to demands flexibly and in a timely manner

scalability e Enjoy ready-to-use cloud capacity that fulfils
varying commercial needs

o Offer consistent and reliable high-
performance services with added benefits for
data protection and disaster recovery

Automatic e Both software and security updates are rolled

updates out on a regular basis

Reliability

Source: Company, DBS HK

Second largest cloud market, but lags in penetration. China
is the second largest cloud services market in the world
with a market size of US$31.4bn, according to Gartner.
However, cloud penetration in China is still relatively low.
Enterprise IT spending only accounted for 1.5% of GDP in
China in 2021, compared to 5.3% in the US and 3.2%
globally. Public cloud spending was only 12.9% of total
enterprise IT spending in China, vs. 16.8% in US and 13.5%
globally. The promotion of digital transformation in the
China’s 14th Five-Year Plan and the outbreak of the
pandemic will help accelerate cloud adoption in China.
Gartner estimated that China's public cloud market will
grow at a CAGR of 26.8% in 2021-2026E to US$109.9bn.

China public cloud market size

US$ bn
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Public cloud market remains competitive. The public cloud
service providers in China include both domestic and
international players. Domestic cloud service providers
include (1) internet cloud service providers, (2)
telecommunication operators, (3) and hardware
manufacturers.

Domestic cloud service providers

Domestic cloud service providers

e Alibaba Cloud

. e Tencent Cloud
Internet cloud service

. e Baidu Cloud
providers ;

e Kingsoft Cloud

e D Cloud

o e China Telecom

Telecommunication e China Mobile
operators : i

e China Unicom
Hardware e Huawei Cloud
manufacturers

Source: Company, DBS HK

laaS and PaaS the primary growth driver. The public cloud
market can be divided into three sub-sectors, namely laas,
Paas, and SaaS. China is still in the early stage of cloud
service development. laaS experienced rapid growth in the
past few years and now accounts for the largest part (66%
in 2021) of the public cloud market in China. As of 3Q21,
the market share in terms of laaS and PaaS for the top 5
and top 10 players were 76.1% and 91.2%, respectively.
Looking forward, as infrastructure and transition from
infrastructure to platform remain the major demands in
China’s public cloud market, laaS and PaaS are expected to
be the primary growth drivers of China’s public cloud
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market. Leading 1aaS players, leveraging their extensive
infrastructure, advanced cloud technology, and
transferrable customer base, are better positioned to
extend their spectrum of services to the PaaS market.

Decomposition of China public cloud market
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laaS+PaaS market share in China (as of 3Q21)

JD Cloud
Azure 2.40%
2.63% N Others
3 8.78%
Kingsoft '
Cloud Alibaba Cloud
2.89‘V7 38.24%
China
Mobile
3.22% AWS
7.23%
Baidu
Cloud
397% China Huawei Cloud  Tencent
Telecom 10.74% Cloud
8.98% 10.92%
Source: IDC

Increasing multi-cloud adoption. Only c.26% of enterprises
with over 1,000 employees in China that are using cloud
adopted multi-cloud strategies in 2019, compared with
85% in the US. Multi-cloud penetration is expected to
increase from the current low level in China, driven by the
need to (1) prevent data loss or downtime due to localised
component failure in a single cloud, (2) ensure continued
high-quality performance to reduce latency by the
geographical distribution of processing requests, and (3)
minimise the dependency on a single cloud service

provider. IDC estimated that 70% of China’s top 500
organisations will implement a multi-cloud strategy by
2024. Moreover, independent cloud service providers'
customers could avoid potential conflicts of interest they
might face when using cloud services provided by leading
internet players.

Page 12



Company Guide

Kingsoft Cloud Holdings

BDBS

Live more, Bank less

Company Background

Company history. Kingsoft Cloud, founded in 2012 and
listed on NASDAQ at US$17 per ADS in 2020, is the largest
independent cloud service provider in China, according to
Frost & Sullivan. It has a 2.89% market share in the laaS
and PaaSs public cloud market as of 3Q21, according to IDC.
The company derives revenue primarily from (1) public
cloud services and (2) enterprise cloud services, which
accounted for 68% and 32% of total revenue in FY21.

Revenue breakdown by segment

Key operating metrics
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Strong relationship with Kingsoft Group. KC became an
associate of Kingsoft Group after separately listing in 2020.
Kingsoft Group held a 39% stake in KC as at the end of
2021. KC has jointly promoted cloud-based office solutions
with Kingsoft Group by leveraging the sales network of
Kingsoft Group through cross referrals.

Adoption of premium-customer strategy. KC adopts a
premium-customer strategy, focusing on leading
enterprises within selected verticals, such as game, video,
and financial services. Major customers include ByteDance,
iQiyi, Kuaishou, Bilibili, Zhihu, Meituan and Perfect World,
etc. The premium customers have stronger spending
power and higher growth visibility than SMEs, leading to a
faster business expansion for KC. KC achieved a cloud
service revenue CAGR of 74.6% in 2017-2020, which is
higher than the 48.2% of the industry in China. The number
of premium customers was 243, 322, and 597 for FY19,
FY20, and FY21 respectively.
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Business segment

Public cloud services. Public cloud products primarily cover
computing, storage, and delivery. KC charges customers
based on utilisation and duration. KC also offers credit
terms and prepaid subscription packages over a fixed
subscription period. KC has a large, loyal, and growing
premium customer base increasing spending in various
verticals, including video, gaming, intelligent mobility, e-
commerce, mobile internet, etc. The number of public
cloud premium customers were 175, 191, and 222 for
FY19, FY20, and FY21, respectively. The net dollar retention
ratio of public cloud services premium customers was
155%, 146%, and 114%, respectively for those years.

Breakdown of gross billings for public cloud services
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Key operating metrics of public cloud services
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Enterprise cloud services. KC offers enterprise-grade cloud
products and solutions primarily for traditional enterprises
and public service organisations. Enterprise cloud products
primarily consist of Galaxy Stack, KingStack, and KBaas.
Enterprise cloud solutions primarily consist of financial
service, public service, healthcare, and other solutions. KC
charges enterprise cloud service customers on a project
basis and also based on performance completed to date.
Currently, more than 50% of enterprise cloud services
revenue is from the public service sector. The number of
enterprise cloud premium customers was 67, 124, and 382
for FY19, FY20, and FY21, respectively. Enterprise cloud
service revenue expanded rapidly at a CAGR of 271% from
Rmb15.3m in FY17 to Rmb2,897.8m in FY21.

Key operating metrics of enterprise cloud services
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Proactively initiated downsizing of CDN services. KC's public
cloud service has a strategic focus on gaming and video
sectors, which were impacted by regulations in the past few
quarters. KC proactively initiated the downsizing of the CDN
services and focuses more on non-CDN services (i.e.,
computing, storage, and enterprise cloud services) to adapt
to market headwinds. Management expects the revenue
contribution from CDN services to drop from 40% in FY21
to 25%-30% in FY24. The strategic initiatives to focus on
high-value business will facilitate quality and sustained
growth.

Potential synergy from the acquisition of Camelot. KC
acquired Camelot, a digital enterprise solutions and
services provider, in Sep 2021. The acquisition further
extended KC's coverage in financial sectors. As at the end
of 1Q22, 18 out of China's top 20 banks are KC's
customers. We expect potential synergy in KC's enterprise
cloud services business, leveraging on Camelot's large
customer base and long-standing client relationships to
cross-sell products and solutions; as well as nationwide
fulfilment centres across major cities in China for project
deployment with lower costs and enhanced efficacy.

Secondary listing in Hong Kong in progress. KC is on track
with the Hong Kong Stock Exchange listing plan, seeking to
maintain independent listing status in both Hong Kong and
the US. The final listing decision and timeline is subject to
both regulatory approvals and market conditions.

US$100m share repurchase program approved. In Mar
2022, the Board has authorised to adopt a share
repurchase program up to Us$100m (i.e. 9% of
outstanding ADS based on current market price) during a
twelve-month period. The total size of US$100m is ¢.3x the
average trading volume in the past three months. The
current net cash of Rmb1.6bn is deemed sufficient to fund
the share repurchase program. After the significant share
price drop since Feb 2021, share repurchase would be a
catalyst to the share price.
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Key products and solutions
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Management & Strategy

Solid industry background. The management team has a
solid background in technology with an in-depth
understanding of industry verticals. Yulin Wang, the
Director and Chief Executive Officer of KC, has over 20
years of internet industry and management experience.

Key Management Team

Strong synergy with strategic shareholders. KC has strong
synergies with its strategic shareholders, including Kingsoft
Group and Xiaomi. KC has jointly promoted cloud-based
office solutions with Kingsoft Group by leveraging the sales
network of Kingsoft Group through cross referrals. KC also
cooperates with Xiaomi and other ecosystem players to
develop and promote advanced solutions such as AloT
solutions. Moreover, KC shares technology insights with its
strategic shareholders.

NEINE Position Description

Jun Lei Director and Mr. Lei is a Director and the Chairman of the Board. Mr. Lei co-founded Xiaomi Corporation (1810 HK)
Chairman of with other partners, and currently serves as the Chairman, CEQ, Executive Director, and a member of the
the Board remuneration committee of Xiaomi Corporation. He joined Kingsoft Group in 1992 and has held various

senior positions in Kingsoft Group (3888 HK), including Chairman of the Board since Jul 2011, non-
Executive Director since Aug 2008, Executive Director between July 1998 and August 2008, and CEO
between 1998 and Dec 2007. Since Dec 2011, Mr. Lei has served as a Director of Kingsoft Office (688111
CH), a public company listed on the Shanghai Stock Exchange. Mr. Lei received his bachelor's degree in
computer science from Wuhan University in July 1991.

Tao Zou Director and Mr. Zou is a Director and the Vice Chairman of the Board. Mr. Zou joined Kingsoft Group in 1998 and has
Vice Chairman  held various senior positions in Kingsoft Group, including Senior Vice President from Dec 2007 to Dec
of the Board 2016, Executive Director since Aug 2009, and CEO since Dec 2016. Mr. Zou is also a Director of certain

subsidiaries of Kingsoft Group. Mr. Zou is a Director of Seasun Holdings Limited, Director of Cheetah
Mobile Inc. (CMCM US), a public company listed on the New York Stock Exchange and Chairman of
Kingsoft Office. Mr. Zou also served as a Director of Xunlei Limited (XNET US), a public company listed on
the NASDAQ), from Dec 2016 to Apr 2020 and a Director of VNET Group, Inc. (VNET US), which is also a
public company listed on the NASDAQ, from Dec 2016 to Dec 2020. Mr. Zou served as CEO of Seasun
Holdings until Jan 2018. Mr. Zou received his bachelor's degree in chemistry from Nankai University in

Jun 1997.
Yulin Wang  Director and Mr. Wang is a Director and the CEO of the company. Mr. Wang served as the President from Dec 2012 to
Chief Dec 2016. Mr. Wang joined Kingsoft Group in Dec 2012 and served as a Senior Vice President at Kingsoft
Executive Group until 2020. Prior to joining Kingsoft Group, Mr. Wang served as the Executive Vice President at
Officer Phoenix New Media Limited (FENG US), a public company listed on the New York Stock Exchange, from

Mar 2009 to Dec 2012. Mr. Wang received his bachelor's degree of science in chemistry from Nankai
University in Jun 1998 and an MBA degree from Tsinghua University in Jan 2008.

Haijian He Chief Financial Mr. He is the CFO of the company and is responsible for financial planning, treasury, legal affairs,
Officer strategic investments, and investor relations affairs. Prior to joining the company in Jan 2020, Mr. He

served as an Executive Director of the TMT group and the mergers and acquisitions group sequentially at
Goldman Sachs (Asia) L.L.C. from Sept 2015 to Jan 2020. Mr. He has extensive experience in complex
merger and acquisition transactions. Mr. He was an associate of the TMT investment banking division at
Bank of America Merrill Lynch from May 2014 to Aug 2015 in Hong Kong, and was a Vice President at
Citigroup Global Markets Inc. from Oct 2010 to May 2013 in New York. Mr. He received his bachelor's
degree and master’s degree in electronic engineering from Southeast University in Jun 2003 and April
2006, respectively, and an MBA from University of Chicago in Mar 2014,

HangjunYe  Director Dr. Ye is a Director of the company since Apr 2021. Dr. Ye has served as a General Manager of the
business segment of Xiaomi Corporation since Dec 2021. He joined Xiaomi Corporation in 2012 and
served as an engineering Director from Sept 2012 to Feb 2019, a General Manager from Feb 2019 to
Feb 2021, and was the Chairman of the technical committee of Xiaomi Corporation from Feb 2021 to
Dec 2021. Before joining Xiaomi Corporation, he was a Director of the index download group and search
platform department at Tencent Holdings Limited (700 HK) from Oct 2010 to Sep 2012. Prior to that, he
was a software engineer at Google Inc. (GOOG US), a public company listed on the NASDAQ), from Feb
2006 to Oct 2010. From Jul 2003 to Feb 2006, he served as a staff research member at IBM (IBM US), a
public company listed on the New York Stock Exchange. Dr. Ye received his PhD and bachelor's degree in
computer science from Tsinghua University in July 2003 and June 1998, respectively.

Source: Company
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CRITICAL FACTORS TO WATCH

Critical Factors

(1) Public cloud market size in China

KC generated c.70% of its revenue from public cloud
services in FY21. Cloud penetration in China is still relatively
low. Enterprise IT spending only accounted for 1.5% of GDP
in China in 2021, compared to 5.3% in the US and 3.2%
globally. Public cloud spending was only 12.9% of total
enterprise IT spending in China, vs. 16.8% in US and 13.5%
globally. China's public cloud market is expected to grow at a
CAGR of 26.8% in 2021-2026E to US$109.9bn, according to
Gartner. KC's public cloud services revenue will expand with
rising cloud penetration in China.

(2) Number of premium customers

KC adopts a premium-customer strategy, focusing on
leading enterprises within selected verticals. The total
revenue generated from premium customers accounted for
more than 90% of total revenue in 2017-2021. The number
of premium customers expanded from 113 in 2017 to 597
in 2021, with a revenue CAGR of 65%. An increasing number
of premium customers will lead to higher revenue.

(3) Operating efficiency of cloud service business

KC proactively initiated the downsizing of its CDN services
and is focusing on core cloud services (i.e., computing,
storage, and enterprise cloud businesses) to adapt to
market headwinds. We expect to see improvements in KC's
adjusted gross margin and adjusted EBITDA margin, with the
effect of the strategic initiatives unfolding, and forecast it will
achieve a positive adjusted EBITDA margin in 4Q22.

Improving operating efficiency will result in higher
profitability.

China's public cloud market size
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Balance Sheet:

Healthy balance sheet. The company has a total debt of
Rmb1.8bn and net cash of Rmb1.6bn as at end-FY21. We
believe KC could further get financial facilities from banks
under the current financial positions or get support from
Kingsoft Group, which are adequate to fund its capex in the
next few years.

Share Price Drivers:

Stronger-than-expected public cloud demand. The public
cloud services in China were negatively impacted by a
slowdown in demand from China's internet sector. A
stronger-than-expected demand recovery, especially from
the internet sector, would be positive for KC.

An increasing number of premium customers. KC adopts a
premium-customer strategy, focusing on leading enterprises
within selected verticals. The total revenue generated from
premium customers accounted for more than 90% of total
revenue in 2017-2021. The number of premium customers
expanded from 113in 2017 to 597 in 2021, with a revenue
CAGR of 65%. An increasing number of premium customers
will lead to higher revenue for KC.

Key Risks:

(1) Intensified market competition, (2) significant slowdown
of cloud services demand, and (3) disruptive cybersecurity
incidents or attacks.

Environmental, Social, & Governance:

ESG management is essential to the sustainability of KC's
business. As a rapidly growing company, KC will continue to
improve its ESG governance, build innovative products, set
the highest standards of ethics and compliance across its
supply chain, attract and retain the best talent, reduce its
carbon footprint, improve suppliers’ sustainability
performance, and deepen its community engagement.

Company Background

Kingsoft Cloud, founded in 2012 and listed on NASDAQ in
2020, is the largest independent cloud service provider in
China, according to Frost & Sullivan. It has a 2.89% market
share in the laaS and PaaS public cloud market as of 3Q21,
according to IDC. The company derives revenue primarily
from (1) public cloud services and (2) enterprise cloud
services, which accounted for 68% and 32% of total
revenue in FY21.
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Key Assumptions

FY Dec 2020A 2021A 2022F 2023F 2024F
Number of premium 3220 597.0 660.0 740.0 840.0
customers

Average revenues per

premium customer (Rmb 20.0 14.9 14.5 15.8 171
m)

(Ao/cjiusted EBITDA margin (1.8) (5.8) (3.5) 58 75
Source: Company, DBS HK

Segmental Breakdown (RMB m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Revenues (RMB m)

Public cloud services 5167 6,159 5,894 6,687 7,793
Enterprise cloud services 1,373 2,898 3,822 5151 6,785
Others 38 4 3 3 3
Total 6,577 9,061 9,719 11,841 14,581
Source: Company, DBS HK

Income Statement (RMB m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Revenue 6,577 9,061 9,719 11,841 14,581
Cost of Goods Sold (6,220) (8,709) (9,089) (10,500) (12,495)
Gross Profit 357 351 630 1.341 2,086
Other Opng (Exp)/Inc (1,564) (2,164) (2,478) (2,723) (2,989)
Operating Profit (1,207) (1,812) (1,848) (1,382) (903)
Other Non Opg (Exp)/Inc 192 216 80 50 30
Associates & JV Inc 0 0 0 0 0
Net Interest (Exp)/Inc 68 20 (38) (114) (179)
Dividend Income 0 0 0 0 0
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit (947) (1,576) (1,806) (1,446) (1,052)
Tax (15) (16) (18) (14) 1)
Minority Interest 0 3 3 3 3
Preference Dividend (20) 0 0 0 0
Net Profit (982) (1,589) (1,821) (1,458) (1,060)
Net Profit before Except. (982) (1,589) (1,821) (1,458) (1,060)
EBITDA (449) (957) (773) (196) 433
Growth

Revenue Gth (%) 66.2 37.8 73 21.8 23.1
EBITDA Gth (%) 16.7 (113.0) 19.2 74.7 N/A
Opg Profit Gth (%) 5.6 50.1 2.0 (25.2) (34.7)
Net Profit Gth (%) 15.4 (61.8) (14.6) 19.9 273
Margins & Ratio

Gross Margins (%) 54 39 6.5 1.3 143
Opg Profit Margin (%) (18.4) (20.0) (19.0) (11.7) (6.2)
Net Profit Margin (%) (14.9) (17.5) (18.7) (12.3) (7.3)
ROAE (%) (50.1) (16.9) (18.4) (16.6) (13.1)
ROA (%) (10.9) (9.6) (8.7) (6.9) (4.9)
ROCE (%) (19.3) (15.3) (12.6) (9.5) 6.1)
Div Payout Ratio (%) N/A N/A N/A N/A N/A
Net Interest Cover (x) NM NM (48.9) 12.1) (5.0)

Source: Company, DBS HK
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Quarterly Income Statement (RMB m)

FY Dec 102021 202021 302021 402021 102022
Revenue 1,814 2,174 2,414 2,660 2,174
Cost of Goods Sold (1,697) (2,055) (2,325) (2,632) (2,094)
Gross Profit 117 118 88 28 80
Other Oper. (Exp)/Inc (469) (439) (557) (699) (613)
Operating Profit (352) (320) (469) 671) (533)
Other Non Opg (Exp)/Inc 47) 91 (33) 199 1)
Associates & JV Inc 0 0 0 0 0
Net Interest (Exp)/Inc 14 12 0 (7) (13)
Exceptional Gain/(Loss) 0 0 0 0 0
Pre-tax Profit (379) (217) (502) (478) (556)
Tax 3) 3) 5) (4) 2
Minority Interest 0 0 () 4 2
Net Profit (382) (220) (508) (478) (553)
Net profit bef Except. (382) (220) (508) (478) (553)
EBITDA (131) (131) (251) (403) (245)
Growth (QoQ)

Revenue Gth (%) (5.7) 19.9 11.0 10.2 (18.3)
EBITDA Gth (%) (138.2) 23.5 (90.8) (60.8) 391
Opg Profit Gth (%) 43,5 (9.0) 46.4 43.0 (20.6)
Net Profit Gth (%) 263.5 (42.4) 130.5 (5.9) 15.8
Growth (YoY)

Revenue Gth (%) 304 41.6 39.6 383 19.9
EBITDA Gth (%) (108.2) 37.8 (199.7) (459.4) (42.9)
Opg Profit Gth (%) 21.9 (25.5) 93.2 173.4 51.3
Net Profit Gth (%) (8.8) 47.6 (381.3) (354.3) (44.7)
Margins

Gross Margins (%) 6.4 55 3.7 1.0 3.7
Opg Profit Margins (%) (19.4) (14.7) (19.4) (25.2) (24.5)
Net Profit Margins (%) (21.1) (10.1) (21.0) (18.0) (25.5)

Source: Company, DBS HK
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Balance Sheet (RMB m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Net Fixed Assets 1,957 2,364 2,739 3,011 3,140
Invts in Associates & JVs 0 0 0 0 0
Other LT Assets 428 6,301 6,353 6,397 6,433
Cash & ST Invts 6,118 6,948 6,037 5,788 6,211
Inventory 0 0 0 0 0
Debtors 2,335 3,571 3,750 3,937 4,134
Other Current Assets 1,092 1,894 2,071 2,160 2,253
Total Assets 11,929 21,078 20,949 21,292 22,170
ST Debt 353 1,348 1,348 1,348 1,348
Creditors 2,903 5,162 5,421 5,692 5,976
Other Current Liab 210 1,005 1,005 1,005 1,005
LT Debt 0 0 1,000 2,000 3,000
Other LT Liabilities 224 2,070 2,070 2,070 2,070
Shareholder’s Equity 8,240 10,604 9,220 8,295 7,892
Minority Interests 0 888 885 882 879
Total Cap. & Liab. 11,929 21,078 20,949 21,292 22,170
Non-Cash Wkg. Capital 314 (703) (605) (600) (595)
Net Cash/(Debt) 5,765 5,600 3,688 2,440 1,863
Debtors Turn (avg days) 102.2 119.0 137.5 118.5 101.0
Creditors Turn (avg days) 170.6 187.4 241.0 217.7 190.8
Inventory Turn (avg days) N/A N/A N/A N/A N/A
Asset Turnover (x) 0.7 0.5 0.5 0.6 0.7
Current Ratio (x) 2.8 1.7 15 15 1.5
Quick Ratio (x) 2.4 1.4 1.3 1.2 1.2
Net Debt/Equity (X) CASH CASH CASH CASH CASH
Net Debt/Equity ex Ml (X) CASH CASH CASH CASH CASH
Capex to Debt (%) 4469 54.5 639 44.8 34.5
Z-Score (X) NA NA NA NA NA
Source: Company, DBS HK

Cash Flow Statement (RMB m)

FY Dec 2020A 2021A 2022F 2023F 2024F
Pre-Tax Profit (947) (1,576) (1,806) (1,446) (1,052)
Dep. & Amort. 758 856 1,075 1,186 1,336
Tax Paid (15) (16) (18) (14) 1)
Assoc. & JV Inc/(loss) 0 0 0 0 0
(Pft)/ Loss on disposal of FAs (17) (88) 0 0 0
Chg in Wkg.Cap. (300) (426) (99) (7) (7)
Other Operating CF 230 541 437 533 656
Net Operating CF (290) (709) 417) 252 923
Capital Exp.(net) (1,577) (735) (1,500) (1,500) (1,500)
Other Invts.(net) (5,608) (2,568) 91 0 0
Invts in Assoc. & JV 0 0 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF 2,870 2,882 0 0 0
Net Investing CF 4,314) (422) (1,409) (1,500) (1,500)
Div Paid 0 0 0 0 0
Chg in Gross Debt 178 2,162 1,000 1,000 1,000
Capital Issues 5,810 0 0 0 0
Other Financing CF 136 51 0 0 0
Net Financing CF 6,124 2,212 1,000 1,000 1,000
Currency Adjustments (118) (50) 0 0 0
Chg in Cash 1,401 1,032 (820) (248) 423
Opg CFPS (RMB) 0.06 (1.23) (1.27) 1.04 3.71
Free CFPS (RMB) (11.67) (6.29) (7.78) (5.03) (2.31)

Source: Company, DBS HK
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DBS HK recommendations are based on an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return, i.e., >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame)

*Share price appreciation + dividends

Completed Date: 16 Jun 2022 16:23:42 (HKT)
Dissemination Date: 16 Jun 2022 17:04:56 (HKT)

Sources for all charts and tables are DBS HK unless otherwise specified.
GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Bank (Hong Kong) Limited (“DBS HK"). This report is solely intended for the clients of DBS Bank Ltd., DBS HK,
DBS Vickers (Hong Kong) Limited (“DBSV HK"), DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS"), DBSVI, DBSVTH, DBS Vickers Securities
(UK) Ltd (DBSVUK"), DBS Vickers Securities (USA) Inc (“DBSV USA"), DBS Bank Ltd (London Branch) (“DBS UK"), its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any
means or (ii) redistributed without the prior written consent of DBS HK.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to
DBS Bank Ltd., DBS HK, DBSV HK, DBSVS, its respective connected and associated corporations, affiliates and their respective directors,
officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any
information or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the
research. Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set
out in this report. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any
recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for
the exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no
liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or
reliance upon this document and/or further communication given in relation to this document. This document is not to be construed as an
offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of
them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have positions in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking
services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and
there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or
risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete
or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS
Group is under no obligation to update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no
planned schedule or frequency for updating research publication relating to any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with

the aforesaid entities), that:

(@) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

(b)  thereis any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings
or risk assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating
to the commodity referred to in this report.

On 3 June 2021, President ). Biden issued Executive Order 14032 (“the EQ"), superseding Executive Order 13959 of 12 November 2020. The
EO, which takes effect on 2 August 2021, prohibits US persons from investing in publicly traded securities or derivatives thereof from firms
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listed as Chinese Military-Industrial Complex Companies (“CMICs"). The list of CMICs can be found on the US Department of the Treasury's
website at https://home.treasury.gov/policy-issues/financial-sanctions/consolidated-sanctions-list/ns-cmic-list.

DBS Vickers Securities (USA) Inc (“DBSVUSA"), a US-registered broker-dealer, does not have its own investment banking or research
department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking
transaction in the past twelve months and does not engage in market-making.

Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research Report.

ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of
his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The
research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate' does
not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the
management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the
entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for
the content of this research report or his associate does not have financial interests? in relation to an issuer or a new listing applicant that
the analyst reviews. DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in
connection with the production of research reports. The research analyst(s) responsible for this report operates as part of a separate and
independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of DBS Group's
compensation to any specific investment banking function of the DBS Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have a proprietary position in Tencent Holdings Ltd (700
HK) recommended in this report as of 13 Jun 2022.

2. DBS Bank Ltd, DBS HK, DBSVS, DBS Vickers Securities (USA) Inc ("DBSVUSA"), or their subsidiaries and/or other affiliates beneficially
own a total of 1% of the issuer's market capitalization of China Telecom Corp Ltd (728 HK) as of 13 Jun 2022.

3. Compensation for investment banking services:
DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of
securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons
wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any
security discussed in this document should contact DBSVUSA exclusively.

4.  Disclosure of previous investment recommendation produced:
DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSA may have published other investment
recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12
months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations
published by DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA in the preceding 12 months.

1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust
of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another
person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an
issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or
analysis. This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme
other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer
or a new listing applicant.
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RESTRICTIONS ON DISTRIBUTION

General

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation.

Australia

This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian
Financial Services Licence no. 475946.

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services
Licence under the Corporation Act 2001 (“CA") in respect of financial services provided to the recipients. Both DBS
Bank Ltd and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK
is regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from
Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers (Hong
Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures Commission to
carry out the regulated activity of advising on securities. DBS Bank Ltd., Hong Kong Branch is a limited liability
company incorporated in Singapore.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their
respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned
herein and may also perform or seek to perform broking, investment banking/corporate advisory and other services
for the subject companies. They may also have received compensation and/or seek to obtain compensation for
broking, investment banking/corporate advisory and other services from the subject companies.

\J

o

A

)

Wong Ming Tek, Executive Director, ADBSR

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated
by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation
32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an
Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the
contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS
Bank Ltd at 6878 8888 for matters arising from, or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at [research@th.dbs.com]

United
Kingdom

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority

This report is disseminated in the United Kingdom by DBS Bank Ltd, London Branch (“DBS UK"). DBS Bank Ltd is
regulated by the Monetary Authority of Singapore. DBS UK is authorised by the Prudential Regulation Authority and is
subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority.
Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request.

In respect of the United Kingdom, this report is solely intended for the clients of DBS UK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated
in any form or by any means or (ii) redistributed without the prior written consent of DBS UK. This communication is
directed at persons having professional experience in matters relating to investments. Any investment activity
following from this communication will only be engaged in with such persons. Persons who do not have professional
experience in matters relating to investments should not rely on this communication.
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Dubai This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA
International Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person
Financial which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.
Centre

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the
"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of
Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5,
PO Box 506538, DIFC, Dubai, United Arab Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number FO00164.
For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.

Where this communication contains a research report, this research report is prepared by the entity referred to
therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not
been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that,
whilst the information contained within is believed to be reliable, the information has not been independently verified
by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined
under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article
19(2) of the Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in
connection with this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly,
the DFSA has not approved this communication or any other associated documents in connection with this investment
nor taken any steps to verify the information set out in this communication or any associated documents, and has no
responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication
relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we
nor the DFSA has determined whether they are Shari'a compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale.
Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the
contents of this document you should consult an authorised financial adviser.

United States

This report was prepared by DBS HK. DBSVUSA did not participate in its preparation. The research analyst(s) named
on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The
research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a
subject company, public appearances and trading securities held by a research analyst. This report is being distributed
in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to
Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified
persons as DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any
securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

DBS Bank (Hong Kong) Limited
13" Floor One Island East, 18 Westlands Road, Quarry Bay, Hong Kong
Tel: (852) 3668-4181, Fax: (852) 2521-1812
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DBS Regional Research Offices

HONG KONG

DBS Bank (Hong Kong) Ltd
Contact: Dennis Lam

13th Floor One Island East,

18 Westlands Road, Quarry Bay, Hong Kong

Tel: 852 3668 4181
Fax: 852 2521 1812
e-mail: dbsvhk@dbs.com

THAILAND

DBS Vickers Securities (Thailand) Co Ltd

Contact: Chanpen Sirithanarattanakul
989 Siam Piwat Tower Building,

9th, 14th-15th Floor

Rama 1 Road, Pathumwan,

Bangkok Thailand 10330

Tel. 66 2 857 7831

Fax: 66 2 658 1269

e-mail: research@th.dbs.com
Company Regn. No 0105539127012

Securities and Exchange Commission, Thailand

SINGAPORE

DBS Bank Ltd

Contact: Paul Yong

12 Marina Boulevard,

Marina Bay Financial Centre Tower 3
Singapore 018982

Tel: 65 6878 8888

e-mail: groupresearch@dbs.com
Company Regn. No. 196800306k

INDONESIA

PT DBS Vickers Sekuritas (Indonesia)
Contact: Maynard Priajaya Arif

DBS Bank Tower

Ciputra World 1, 32/F

JI. Prof. Dr. Satrio Kav. 3-5

Jakarta 12940, Indonesia

Tel: 62 21 3003 4900

Fax: 6221 3003 4943

e-mail: indonesiaresearch@dbs.com
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