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Share price (5 Nov): TWD346.00 | Up/downside: +60.4%

Upgrading: value resurfaces after jitters rise

» Raising forecasts on both higher top-line and margin trajectories
> Intact optical ramp in Al connectivity despite market volatility
» Upgrading our rating to Buy (1) with a higher 12M TP of TWD555

What’s new: Following VPEC’s robust 3Q26 earnings release on 30
October and our subsequent market research, we raise our forecasts and
12M TP, premised upon: 1) a higher top-line growth, thanks to its faster
capacity conversion to meet strong demand for Al optical communication
(OC) devices; and 2) a higher substrate supply consigned by customers,
helping margin. Our thesis remains intact for VPEC to enjoy strong growth
from its share gains in the Al OC market, with broadened customer base
and applications. Given increased jitters on Al bubble and macro issues
post the US mid-term elections, we upgrade our rating one notch to Buy (1)
and suggest investors take advantage of market volatility to bargain-hunt.

What’s the impact: Forecast changes. We raise our 2026-27E EPS by 3-
4% to factor in VPEC’s robust 3Q26 results and higher revenue growth in
4Q26, on our latest market research. This is premised upon: 1) faster-than-
expected capacity conversion from GaAs for mobile to InP for Al OC at its
MOCVD reactors to mitigate supply constraints and meet more optical
demand; and 2) increased InP substrate supply consigned by customers,
helping to increase GM. As such, we expect VPEC’s earnings growth to
remain strong through 2027, supporting its hefty valuation.

Speeding up capacity conversion to meet more demand. Given a
limited floor space in its Fab 2, VPEC may accommodate 70+ MOCVD
reactors in 2027 (currently: 65). Yet, given still-suboptimal utilisation in its
RF business due to weak consumer demand for smartphones on cost
inflation, VPEC is accelerating capacity conversion to accommodate strong
Al OC demand, in order to narrow the supply/demand gap.

Increasing substrate consignment to benefit GM. Due to the InP
substrate supply constraint and strong Al demand, customers with strong
purchasing power are increasing substrate consignment to VPEC, adding
to GM since the consigned materials are excluded from the GM calculation.
We continue to expect the company to register Al-related revenue,
including PD, LD and HAMR, with broadened customer base, of TWD1.2-
1.3bn this year, TWD3bn in 2027E and at least TWD4bn in 2028E, from
TWD550m in 2025 (see our preview note, 8 September).

What we recommend: We raise our 12M TP for VPEC to TWD555
(previous: TWD535), still based on our 4-quarter-forward PER of 58x. We
upgrade our rating by one notch to Buy (1), with key downside risk of
China’s export control inducing any unexpected supply chain hiccups.

How we differ: Our 2027-28E EPS are 14-36% below Bloomberg
consensus, as we believe the street is too aggressive on VPEC’s Al ramp.
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Forecast revisions (%)

Year to 31 Dec 26E 27E 28E
Revenue change 2.1 23 (0.5)
Net profit change 47 39 0.2
Core EPS (FD) change 42 34 (0.3)

Source: Daiwa forecasts
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VPEC (LHS) Relative to TWSE Index (RHS)
12-month range 131.00-606.00
Market cap (USDbn) 1.99
3m avg daily turnover (USDm) 153.50
Shares outstanding (m) 189

Major shareholder Investco Ltd (6.6%)

Financial summary (TWD)

Year to 31 Dec 26E 27TE 28E
Revenue (m) 4770 6,723 7,863
Operating profit (m) 1,340 2,148 2,613
Net profit (m) 1,129 1,768 2,152
Core EPS (fully-diluted) 5.979 9.366 11.401
EPS change (%) 102.7 56.6 217
Daiwa vs Cons. EPS (%) 29 (13.8) (36.3)
PER (x) 57.9 36.9 30.3
Dividend yield (%) 0.8 1.3 1.9
DPS 2.7 45 6.6
PBR (x) 16.7 135 14
EV/EBITDA (x) 39.1 25.8 216
ROE (%) 313 40.3 40.6

Source: FactSet, Daiwa forecasts
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VPEC: quarterly P&L forecasts

TWDm 1Q26 2Q26 3Q26 4Q26E 1Q27E 2Q27E 3Q27E 4Q27E 2025 2026E 2027E 2028E

Total revenue 959 965 1,342 1,503 1,486 1,621 1,740 1,875 3,380 4,770 6,723 7,863

COGS -594 -593 -739 -824 817 -887 -946 -1,007 -2,160 -2,750 -3,658 -4,199

Gross profit 365 373 603 679 669 734 794 868 1,220 2,019 3,065 3,665

Opex -139 -149 -183 -209 -208 -222 -235 -251 -550 -680 -916 -1,051

Operating profit 227 224 419 470 461 512 559 617 669 1,340 2,148 2,613

EBITDA 301 301 498 550 547 596 646 704 960 1,651 2,493 2,936

Non-op gain/loss 17 13 4 8 8 8 8 8 -2 41 32 39

Pretax profit 244 237 423 477 468 520 567 625 667 1,381 2,180 2,652

Income taxes -49 -23 -85 -95 -94 -78 -113 -127 -119 -252 -412 -500

Net profit 195 214 338 382 375 442 454 498 548 1,129 1,768 2,152

FD O/S (m) 185 187 188 189 189 189 189 189 185 189 189 189

FD EPS (TWD) 1.06 1.14 1.80 2.02 1.98 2.34 240 2.64 2.96 5.98 9.37 11.40

Revenue mix

MC* 74% 73% 57% 50% 47% 46% 43% 39% 75% 61% 44% 38%

oc* 16% 18% 33% 41% 43% 44% 46% 49% 16% 29% 46% 48%

08*** 9% 9% 10% 9% 10% 10% 1% 12% 9% 9% 1% 14%

Margin

Gross 38% 39% 45% 45% 45% 45% 46% 46% 36% 42% 46% 47%

Operating 24% 23% 31% 31% 31% 32% 32% 33% 20% 28% 32% 33%

Net 20% 22% 25% 25% 25% 27% 26% 27% 16%. 24% 26% 27%

Growth (QoQ)

Total revenue 0% 1% 39% 12% -1% 9% 7% 8%

Gross profit 2% 2% 62% 13% -1% 10% 8% 9%

Operating profit 8% -1% 87% 12% -2% 1% 9% 10%

EBITDA % 0% 66% 10% -1% 9% 9% 9%

Net profit 1% 9% 58% 13% 2% 18% 3% 10%

FD EPS 1% 8% 58% 12% 2% 18% 3% 10%

Growth (YoY)

Total revenue 21% 35% 47% 57% 55% 68% 30% 25% 4% 41% 41% 17%

Gross profit 15% 52% 101% 90% 83% 97% 32% 28% -5% 66% 52% 20%

Operating profit 27% 83% 164% 125% 103% 129% 33% 31% 1% 100% 60% 22%

EBITDA 20% 55% 115% 95% 82% 98% 30% 28% -5% 72% 51% 18%

Net profit 24% 488% 11% 97% 92% 107% 34% 30% -18% 106% 57% 22%

FD EPS 24% 482% 107% 93% 88% 105% 34% 30% -18% 102% 57% 22%

Source: Company, Daiwa forecasts

Note: * MC = microwave communication such as RF PA; ** OC = optical communication including PD and LD; *** OS = optical sensing & imaging including VCSEL and EEL for consumer and

automotive applications

VPEC: 3Q26 results and 4Q26 outlook updates

3Q26 Growth 4Q26E
TWDm Actual Daiwa Variance QoQ YoY Guidance Daiwa (previous)
Revenue 1,342 1,345 0% 39% 47% na ¢.TWD1.4bn (+5% QoQ)
Gross profit 603 577 4% 62% 101% na 44%
Operating profit 419 390 8% 87% 164%
Pretax profit 423 397 7% 79% 1M11%
Net profit 338 318 6% 58% 11%
Adjusted EPS (TWD) 1.80 1.69 6% 58% 107%
Margin
Gross 44.9% 42.9% 2.0%
Operating 31.3% 29.0% 2.3%
Net 25.2% 23.6% 1.6%
Revenue mix*
MC 57% 55%
0SC 43% 45%

Source: Company, Daiwa forecasts

Note: * MC = microwave communication mainly RF PA; OSC = optical sensing & communication including PD and LD (VCSEL and EEL)

VPEC: revenue mix by application*

VPEC: 4-quarter-forward PER band
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Note: * MC = microwave communication mainly RF PA; OSC = optical sensing &
communication including PD, LD and 3D laser sensing

Source: Company, TEJ, Daiwa forecasts



Financial summary
Key assumptions

Visual Photonics Epitaxy (2455 TT): 5 November 2026

Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Wafer shipment ('000) 557 362 351 418 438 486 564 647
Capacity utilization (%) 92 57 54 63 65 70 81 94
Blended ASP (USD) 232 244 245 241 248 309 373 380
Profit and loss (TWDm)
Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Microwave communication 3,135 2,074 2,091 2,550 2,544 2,932 2,932 2,996
Optical sensing & communication 473 530 603 691 836 1,837 3,791 4,868
Other Revenue 0 0 0 0 0 0 0 0
Total Revenue 3,609 2,604 2,694 3,241 3,380 4,770 6,723 7,863
Other income 0 0 0 0 0 0 0 0
COGS (2,089) (1,515) (1,585) (1,962) (2,160) (2,750) (3,658) (4,199)
SG&A (182) (151) (139) (169) (167) (254) (343) (381)
Other op.expenses (282) (358) (427) (389) (383) (425) (573) (670)
Operating profit 1,057 580 542 721 669 1,340 2,148 2,613
Net-interest inc./(exp.) (5) (2) 2 14 8 7 12 31
Assoc/forex/extraord./others 1 90 (3) 83 (12) 34 20 8
Pre-tax profit 1,053 667 542 818 665 1,381 2,180 2,652
Tax (198) (123) 91) (147) (119) (252) (412) (500)
Min. int./pref. div./others 0 0 0 0 0 0 0 0
Net profit (reported) 855 545 450 671 546 1,129 1,768 2,152
Net profit (adjusted) 855 545 450 671 546 1,129 1,768 2,152
EPS (reported)(TWD) 4.624 2.946 2.435 3.629 2.955 5.979 9.366 11.401
EPS (adjusted)(TWD) 4.624 2.946 2435 3.629 2.955 5.979 9.366 11.401
EPS (adjusted fully-diluted)(TWD) 4.624 2.946 2.435 3.629 2.951 5.979 9.366 11.401
DPS (TWD) 2.590 4.000 2.300 2.200 3.220 2.650 4.500 6.600
EBIT 1,057 580 542 1 669 1,340 2,148 2,613
EBITDA 1,326 823 826 1,009 960 1,651 2,493 2,936
Cash flow (TWDm)
Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Profit before tax 1,053 667 542 818 665 1,381 2,180 2,652
Depreciation and amortisation 269 243 284 288 291 3N 345 322
Tax paid (198) (123) 91) (147) (119) (252) (412) (500)
Change in working capital (109) 26 (128) 68 (170) (90) (330) 40
Other operational CF items 163 (170) (34) 59 (29) (0) 0 (0)
Cash flow from operations 1,179 644 572 1,086 637 1,350 1,783 2,514
Capex (467) (418) (71) (44) (361) (654) (800) (320)
Net (acquisitions)/disposals 0 0 0 0 0 0 0 0
Other investing CF items (3) (52) (0) (3) (3) 0 0 0
Cash flow from investing (470) (470) (71) (47) (364) (654) (800) (320)
Change in debt (100) 10 10 (300) 100 (150) (75) (38)
Net share issues/(repurchases) 0 0 0 0 0 0 0 0
Dividends paid (479) (740) (425) (407) (592) (500) (849) (1,246)
Other financing CF items (2) 2) (3) (4) (4) 0 0 0
Cash flow from financing (581) (632) (419) (711) (496) (650) (924) (1,283)
Forex effect/others 16 1 9) 22 (1) 0 0 0
Change in cash 144 (457) 73 350 (233) 46 58 91
Free cash flow 71 226 501 1,042 276 696 983 2,194

Source: FactSet, Daiwa forecasts
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Financial summary continued ...
Balance sheet (TWDm)

Visual Photonics Epitaxy (2455 TT): 5 November 2026

Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Cash & short-term investment 1,210 753 826 1,176 945 991 1,049 1,960
Inventory 415 487 505 619 706 776 926 976
Accounts receivable 585 291 622 380 517 657 1,007 927
Other current assets 92 89 93 109 138 80 90 90
Total current assets 2,302 1,620 2,045 2,284 2,307 2,504 3,073 3,954
Fixed assets 2,405 2,712 2,490 2,262 2,315 2,714 3,008 2,934
Goodwill & intangibles 5 6 7 8 8 6 5 5
Other non-current assets 138 74 35 30 47 44 44 44
Total assets 4,851 4,412 4,578 4,583 4,677 5,269 6,130 6,937
Short-term debt 480 200 100 0 0 0 0 0
Accounts payable 372 176 397 337 392 512 682 692
Other current liabilities 520 356 302 410 387 535 455 423
Total current liabilities 1,372 732 799 747 778 1,047 1,137 1,114
Long-term debt 200 590 700 500 600 300 150 75
Other non-current liabilities 0 7 9 7 4 0 0 0
Total liabilities 1,573 1,329 1,508 1,254 1,382 1,347 1,287 1,189
Share capital 1,849 1,849 1,849 1,849 1,849 1,849 1,849 1,849
Reserves/R.E./others 1,429 1,234 1,220 1,480 1,446 2,073 2,994 3,899
Shareholders' equity 3,278 3,083 3,069 3,329 3,295 3,922 4,843 5,748
Minority interests 0 0 0 0 0 0 0 0
Total equity & liabilities 4,851 4,412 4,578 4,583 4,677 5,269 6,130 6,937
EV 64,784 65,351 65,289 64,639 64,969 64,623 64,415 63,429
Net debt/(cash) (530) 37 (26) (676) (345) (691) (899) (1,885)
BVPS (TWD) 17.728 16.671 16.599 18.006 17.845 20.777 25.656 30.449
Key ratios (%)
Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Sales (YoY) 36.4 (27.8) 35 20.3 43 411 40.9 17.0
EBITDA (YoY) 36.3 (37.9) 0.4 222 4.9) 72.0 51.0 177
Operating profit (YoY) 53.7 (45.1) (6.5) 33.0 (7.2) 100.2 60.4 216
Net profit (YoY) 60.6 (36.3) (17.3) 49.0 (18.7) 106.9 56.6 217
Core EPS (fully-diluted) (YoY) 60.6 (36.3) (17.3) 49.0 (18.7) 102.7 56.6 217
Gross-profit margin 421 418 412 39.5 36.1 423 456 46.6
EBITDA margin 36.7 31.6 30.7 311 284 346 371 373
Operating-profit margin 29.3 223 20.1 223 19.8 28.1 320 33.2
Net profit margin 23.7 20.9 16.7 20.7 16.1 23.7 26.3 274
ROAE 217 171 146 21.0 16.5 313 40.3 40.6
ROAA 18.7 11.8 10.0 14.7 1.8 22.7 31.0 329
ROCE 21.7 14.8 14.0 18.7 173 33.0 46.6 483
ROIC 320 16.1 14.6 20.8 19.6 354 48.6 54.3
Net debt to equity na. 12 na. na. na. na. na. na.
Effective tax rate 18.8 184 16.9 17.9 18.0 18.2 18.9 18.8
Accounts receivable (days) 53.0 61.4 61.9 56.4 485 45.0 452 449
Current ratio (x) 1.7 22 26 3.1 3.0 24 2.7 35
Net interest cover (x) 207.2 2814 n.a. na. na. n.a. n.a. na.
Net dividend payout 89.9 86.5 78.1 90.4 88.7 91.3 75.3 70.5
Free cash flow yield 1.1 0.3 0.8 1.6 04 1.1 15 34

Source: FactSet, Daiwa forecasts

Company profile

Founded in 1996, Visual Photonics Epitaxy (VPEC) is a veteran epiwafer maker in Taiwan. The

company started with growing epiwafers for LED applications and then transitioned to microwave

communications. Strategically moving up the technology verticals, in recent years VPEC has tapped into
the high-value-add applications of optical sensing & communications for both blended ASP and margin

accretion.
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ESG analysis
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ESG risks
Risks Management  Analyst comments
VPEC's board of directors (BoD) has 11 members, including 3 independent directors,
representing 27% of total directors in 2023, which is slightly higher than the regulatory
requirement but lower than at other semiconductor companies under our coverage. Its chairman
Executive/board 2 and general manager are not the same person and most of the directors are not executive
quality management. In addition to the annual internal performance evaluation of the BoD, VPEC also
requests an external evaluation of its BoD at least once every 3 years. We believe this helps
G strengthen the functionalities of the BoD despite a relatively low percentage of independent
directors.
In the past 10 years, the company’s payout ratio has been above 78%. In terms of the dollar
Capital management 1 amount, its cash dividends were TWD2.3 per share in 2017-23. We view VPEC has well-
managed dividend policy and see its dividend payout ratio is appropriate.
Related lparty & 1 The company does not have any meaningful related-party transactions.
transaction
VPEC has set up a "Supplier Management Procedure (M0047)" and evaluates its suppliers in
s Supply chain 2 terms of environmental management, compliance, and green products. The company audits its
management suppliers to ensure a good performance in environmental sustainability, health & safety and
corporate social responsibility.
It has appointed professionals according to regulations to conduct environmental management
Water & wastewater ) ) ) )
E management 2 of air poIIut|on,. waste water, waste and hazardous substances. Also, it hE.]S |nt'rod.uced the
1SO14001 environmental management system and passed the SGS certification in 2002.
Waste & hazardous VPEC conducts audits on companies that handle the company’s environmentally sensitive waste
E | materials 3 disposal to ensure the fulfilment of environmental sustainability and the implementation of
management corporate social responsibility.
E | GHG emissions 3 It has set a target to reduce its GHG emissions and energy consumption per unit of product by

5% per year and verify greenhouse gas inventories bt ISO 14064 regulations.

Note: Management score represents a company's ability to manage/benefit from certain ESG topics. 1 he scores range from 1 to 3, with 1 being the strongest.

Update Date: 5 Nov 2026
Source: Daiwa, Company
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Important Disclosures and Disclaimer

This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent expressly
provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, distribution,
dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group Inc. nor any of its
respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information
contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any
of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments
mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in
this publication may not necessarily reflect those of Daiwa Securities Group Inc., and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication
states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it
does not take into account the specific investment objectives, financial situation and particular needs of any person.

Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have other
interests in the securities of the company under research including market making activities, derivatives in respect of such securities or may have also performed investment banking and other
services for the issuer of such securities. Daiwa Securities Group Inc., its subsidiaries or affiliates do and seek to do business with the company(s) covered in this research report. Therefore,
investors should be aware that a conflict of interest may exist. The following are additional disclosures.

Licensed and proprietary artificial intelligence (Al) tools may be utilized, where appropriate, as part of the research production process. Such tools may assist with activities including information
gathering, data compilation and drafting support. Any Al-assisted output is subject to appropriate review and professional judgment. Research reports are prepared and published in accordance
with applicable laws, regulations, and professional standards.
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This report is prepared by analysts who are employed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates. Neither Daiwa Securities Group Inc. nor any of its subsidiaries or affiliates, nor
any of the foregoing entities’ respective directors, officers, servants and employees accept any liability whatsoever for any direct or consequential loss arising from any use of this research or its
contents.

The information and opinions contained herein have been compiled or arrived at from sources believed to be reliable. However, neither Daiwa Securities Group Inc. nor any of its subsidiaries or
affiliates, nor any of the foregoing entities’ respective directors, officers, servants and employees make any representation or warranty, express or implied, as to their accuracy or completeness.
Expressions of opinion herein are subject to change without notice. The use of any information, forecasts and opinions contained in this report shall be at the sole discretion and risk of the user.
Daiwa Securities Group Inc., its subsidiaries and affiliates and their respective directors, officers, servants and employees may have positions and financial interest in securities mentioned in this
research. Daiwa Securities Group Inc. and its subsidiaries and affiliates may from time to time perform investment banking or other services for, or solicit investment banking or other business
from, any entity mentioned in this research. Therefore, investors should be aware of conflict of interest that may affect the objectivity of this research.

United Kingdom

These materials constitute independent research for the purposes of the Financial Conduct Authority (‘FCA”) Conduct of Business Rules. These materials have been produced by Daiwa Securities
Co. Ltd (“DSCL”") and/or its affiliates and are distributed by Daiwa Capital Markets Europe Limited (‘DCME”) to persons classified as (i) eligible counterparties; and (ii) professional clients for the
purposes of the Conduct of Business Rules of the FCA. These materials should not be disseminated to any retail clients in the United Kingdom. DCME is authorised and regulated by the FCA and
is a member of the London Stock Exchange. DCME’s FCA registration number is 124490 and the FCA's registered address is 25 The North Colonnade, London, E14 5HS.

DCME makes no representation as to the completeness, accuracy or timeliness of any of the materials produced by DSCL, and does not accept any liability for any losses, costs, liabilities or
expenses which may arise directly or indirectly from any use of, or reliance on the materials.

DCME and/or its affiliates may, from time to time, to the extent permitted by law, participate or invest in, or be mandated in respect of transactions with the issuer(s) referred to in the materials
prepared by DSCL, perform services for or solicit business from such issuers, and/or have a position or effect transactions in a particular issuer’s securities and/or may have acted as an underwriter
during the past twelve months in respect of a particular issuer of its securities. DCME does not review DSCL’s materials prior to publication on DCME’s platforms and has no influence over its
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content. DCME has in place organisational arrangements for the prevention and avoidance of conflicts of interest, including information barriers to control the flow of information between the private
and public sides of the firm. A summary of DCME’s conflict management policies are available at http://www.uk.daiwacm.com/about-us/corporate-governance-requlatory.

DSCL'’s materials are distributed by DCME only as permitted by law. The materials are not directed to, or intended for distribution to or use by, any person or entity located in any jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation or would subject DCME to any regulation or licensing requirement within such jurisdiction.

Germany

Research reports are produced by Daiwa Securities Co. Ltd. and/or its affiliates and are distributed by Daiwa Capital Markets Deutschland GmbH in the European Union. Daiwa Capital Markets
Deutschland GmbH is authorised and regulated by Bundesanstalt fir Finanzdienstleistungsaufsicht (‘BaFin“) under the reference number 149361. Daiwa Capital Markets Deutschland GmbH and
its affiliates may, from time to time, to the extent permitted by law, participate or invest in, or be mandated in respect of, other financing transactions with the issuer(s) of the securities referred to
herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof.

This publication is intended for investors who are Professional Clients or Eligible Counterparties in the European Union within the meaning of Directive 2014/65/EU (“MiFID I1”) and should therefore
not be distributed to Retail Clients in the European Union.

Daiwa Capital Markets Deutschland GmbH has in place organisational arrangements for the identification, prevention and management of conflicts of interest. Information regarding our conflict
management are available at: https:/www.de.daiwacm.com/policies/

Additional disclosures regarding specific company names and related financial instruments are available at: https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Bahrain
This research material is distributed in Bahrain by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm — Category
2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 Fax No. +973
535113

United States

This research is distributed into the United States directly by Daiwa Capital Markets Hong Kong Limited (DCMHK) and in certain cases indirectly by Daiwa Capital Markets America Inc. (DCMA),
a U.S. Securities and Exchange Commission registered broker-dealer and FINRA member firm, exclusively to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under
the U.S. Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (SEC). Where this is co-branded research published by
Daiwa’s partners in collaboration with other parties not affiliated with Daiwa, this research is distributed in the United States by DCMHK only. This report is not an offer to sell or the solicitation of
any offer to buy securities. U.S. customers wishing to effect transactions in any designated investment discussed in this report should do so through a qualified salesperson of DCMA. Non-U.S.
customers wishing to effect transactions in any designated investment discussed in this report should contact a Daiwa entity in their local jurisdiction. The securities or other investment products
discussed in this report may not be eligible for sale in some jurisdictions.

Analysts employed outside the U.S., as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These analysts may not be associated persons of DCMA,
and therefore may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

ADDITIONAL IMPORTANT DISCLOSURES CAN BE FOUND AT:
https://daiwa3.bluematrix.com/sellside/Disclosures.action

Ownership of Securities
For “Ownership of Securities” information please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Investment Banking Relationships
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action.

DCMA Market Making
For “DCMA Market Making” please visit BlueMatrix disclosure link at https./daiwa3.bluematrix.com/sellside/Disclosures.action.

Research Analyst Conflicts

For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared this
report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the issuer(s)
covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the past 12 months
except as noted: no exceptions.

Research Analyst Certification

For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any and
all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of the
firm producing the report if no individual analyst is named on the report); and no part of the compensation of such analyst (or no part of the compensation of the firm if no individual analyst is named
on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report.

The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report.

"1": the security could outperform the local index by more than 15% over the next 12 months.

the security is expected to outperform the local index by 5-15% over the next 12 months.

"3": the security is expected to perform within 5% of the local index (better or worse) over the next 12 months.
"4": the security is expected to underperform the local index by 5-15% over the next 12 months.

" the security could underperform the local index by more than 15% over the next 12 months.

Disclosure of investment ratings

Rating Percentage of total
Buy* 73.96%
Hold** 19.58%
Sell*** 6.46%

Source: Daiwa

Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 30 September 2026.
* comprised of Daiwa’s Buy and Outperform ratings.

** comprised of Daiwa’s Hold ratings.

*** comprised of Daiwa’s Underperform and Sell ratings.

Additional information may be available upon request.

Japan - Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the following items.

« In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be
included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction. In some cases, our company also may
charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of your securities, if you are a non-resident.

For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases,
the amount of the transaction will be in excess of the required collateral or margin requirements**.

* There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, real
estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.

There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.

The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of

each transaction etc.

The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company and you based on current market

conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions regarding

the signing of the agreement with our company.

Corporate Name: Daiwa Securities Co. Ltd.

Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108

Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Investment Management Association of Japan,
Type |l Financial Instruments Firms Association, Japan Security Token Offering Association
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