Taiwan Information Technology 28 July 2026

Faraday Technology (3035 171)

D

alwa

Capital Markets
Hong Kong Limited

Target price: TWD220.00 (from TWD195.00)
Share price (28 Jul): TWD185.50 | Up/downside: +18.6%

Turnaround confirmed

> 2Q26 results upbeat, yet 3Q26 guidance a mixed bag
» Near-term rebalancing no harm to structural turnaround
» Reaffirming Buy (1) rating with a higher 12M TP of TWD220

What’s new: Faraday disclosed upbeat 2Q26 results but mixed 3Q26
guidance due to stronger-than-expected MCU sales, which will likely be
followed by a rebalancing on some demand pull-in. We view this as just
seasonal and see no harm to our positive stance on Faraday which has, as
expected, enjoyed a turnaround in profitability. We leave our forecasts little
changed, raise our 12M TP and reaffirm our Buy (1) call on the counter.

What’s the impact: Results upbeat; guidance a mixed bag. Faraday
released 2Q26 EPS of TWDO0.76, beating our/consensus estimates by
49%/37% thanks to: 1) higher revenue that beat our/consensus estimates
by 19%/17% on stronger mass-production (MP) due to better MCU sales
from its 50% owned Artery Tech (6907 TT, not rated); 2) better core
operation where operating profit finished 54%/110% above our/consensus
estimates on better opex control, helping offset the lower gross margin
(GM) as a result of a less favourable product mix due to higher MP sales;
and 3) higher non-operating gains mainly on dividend income. Guided
metrics for 3Q26 were mixed, with GM and opex roughly intact but revenue
a miss due to demand rebalancing as MCU strength in 2Q26 was partly
from customers’ order pull-in on price hikes and supply-chain uncertainties.

Positive on MCU, negative on AP ramp. Our takeaways from today’s call
were mixed, positive on Artery but negative on an advanced packaging
(AP) ramp. Focusing on 32-bit MCUs, Artery targets high-end applications
such as robot, drone, smart industry and 3D printer, to capture a fast-
growing trend of physical Al where demand looks less price-sensitive vs.
consumers amid the “silicon inflation”. Despite seeing demand rebalancing
in 3Q26, management expects Artery to double its revenue YoY this year.
On the other hand, owing to prolonged development times for Al ASIC due
to increased design complexity and a supply-chain bottleneck, which affect
the timing of NRE recognition, Faraday expects its AP revenue ramp to be
delayed into 2027. That said, it is positive on a cooperation with Intel for the
A18 process, and with Intel/lUMC for the 12nmFF process, which should
help gain traction with customers on localised manufacturing in the US.

What we recommend: Given the mixed dynamics mentioned above, we
leave our forecasts little changed but raise our 12M TP for Faraday to
TWD220 (previous: TWD195), based on our fine-tuned 4-quarter PER
target of 37x (previous: 38x). We reiterate our Buy (1) rating with key
downside risk of any geopolitical overhang (war, FX, interest rate) weighing
on end-demand and prolonging a non-Al recovery.

How we differ: Our 2026E EPS is 13% below the consensus as we
believe the street has yet to factor in a lower GM on higher MP contribution.
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Year to 31 Dec 26E 27E 28E
Revenue change 21 (0.2) 1.2
Net profit change 0.1) (0.2) 0.7
Core EPS (FD) change 0.1) 0.2) 0.7

Source: Daiwa forecasts

Share price performance

(TWD)
235 4

209

183 ,

W)
16 \j\\
130 -

100

88

75

63

Jul-25 Oct-25 Jan-26 Apr-26
Faraday Te (LHS)

50
Jul-26

Relative to TWSE Index (RHS)

12-month range 139.00-233.00
Market cap (USDbn) 1.50
3m avg daily turnover (USDm) 76.11
Shares outstanding (m) 261
Major shareholder UMC (13.8%)
Financial summary (TWD)

Year to 31 Dec 26E 27E 28E
Revenue (m) 12,736 15,475 17,419
Operating profit (m) 1,137 2,284 2,812
Net profit (m) 889 1,759 2,172
Core EPS (fully-diluted) 3.412 6.749 8.336
EPS change (%) 215 97.8 23.5
Daiwa vs Cons. EPS (%) (12.9) 1.7 (7.5)
PER (x) 54.4 275 22.3
Dividend yield (%) 1.0 1.3 24
DPS 1.8 25 45
PBR () 3.6 32 3.0
EV/EBITDA (x) 18.9 1.2 8.9
ROE (%) 6.7 124 14.0

Source: FactSet, Daiwa forecasts



https://drp.daiwa.co.jp/rp-daiwa/direct/report/1935921/pdf/HKCR_1935921_2.pdf
https://drp.daiwa.co.jp/rp-daiwa/direct/report/1935921/pdf/HKCR_1935921_2.pdf

Faraday Technology (3035 TT): 28 July 2026 Daiwa
Capital Markets
Hong Kong Limited
Faraday: quarterly P&L estimates and forecasts
TWDm 1Q26 2Q26 3Q26E 4Q26E 1Q27E 2Q27E 3Q27E 4Q27E 2025 2026E 2027E 2028E
Revenue 2,589 3,314 3,194 3,639 3,551 3,625 4,075 4,223 17,993 12,736 15,475 17,419
COGS -1,364 -1,815 -1,746 -1,990 -1,944 -1,945 2,190 -2,269 -13,135 -6,916 -8,349 9,435
Gross profit 1,224 1,499 1,448 1,649 1,607 1,680 1,885 1,954 4,857 5,820 7,126 7,985
Opex 1,129 1,228 1,115 1,212 1,190 1,200 1,202 1,250 4,305 4,683 4,842 5173
Operating profit 96 271 333 437 418 480 683 704 552 1,137 2,284 2,812
Non-op gains (losses) 83 111 21 21 22 24 26 26 449 236 98 123
Pretax profit 179 382 354 458 440 504 709 730 1,002 1,373 2,382 2,935
Income taxes & M -75 -184 -99 -126 97 -1 -156 -161 270 -485 -524 -763
Net profit 104 198 255 332 321 373 525 540 731 889 1,759 2,172
EPS (TWD, fully diluted) 0.40 0.76 0.98 1.27 1.23 1.43 2.01 2.07 2.81 3.41 6.75 8.34
Revenue mix
MP 63% 73% 73% 75% 74% 2% 2% 2% 79% 2% 2% 72%
NRE 21% 14% 13% 13% 14% 14% 14% 15% 13% 15% 14% 15%
IP 16% 13% 14% 12% 12% 14% 13% 13% 8% 14% 13% 13%
Margin
Gross 47.3% 45.2% 45.3% 45.3% 45.3% 46.3% 46.3% 46.3% 27.0% 45.7% 46.1% 45.8%
Opex 43.6% 37.0% 34.9% 33.3% 33.5% 33.1% 29.5% 29.6% 23.9% 36.8% 31.3% 29.7%
Operating 3.7% 8.2% 10.4% 12.0% 11.8% 13.2% 16.8% 16.7% 31% 8.9% 14.8% 16.1%
Pretax 6.9% 11.5% 1.1% 12.6% 12.4% 13.9% 17.4% 17.3% 5.6% 10.8% 15.4% 16.8%
Net 4.0% 6.0% 8.0% 9.1% 9.0% 10.3% 12.9% 12.8% 4.1% 7.0% 11.4% 12.5%
Growth (QoQ)
Revenue -8% 28% -4% 14% 2% 2% 12% 4%
Gross profit 3% 22% -3% 14% -3% 5% 12% 4%
Operating profit 19% 182% 23% 31% -4% 15% 42% 3%
Net profit -50% 90% 29% 30% -3% 16% 41% 3%
EPS (FD) -50% 90% 29% 30% -3% 16% 41% 3%
Growth (YoY)
Revenue -65% -27% -1% 30% 37% 9% 28% 16% 63% -29% 22% 13%
Gross profit -19% 37% 35% 39% 31% 12% 30% 18% -4% 20% 22% 12%
Operating profit -14% 324% nm 444% 336% 7% 105% 61% -48% 106% 101% 23%
Net profit -70% 666% 68% 60% 208% 89% 106% 63% -30% 22% 98% 24%
EPS (FD) -70% 666% 68% 60% 208% 89% 106% 63% -31% 22% 98% 24%
Source: Company, Daiwa estimates and forecasts
Note: * MP = mass-production, which includes HBM consigned revenue in 1H25, thus deflating organic GM; NRE = non-recurrent engineering; IP = intellectual property
Faraday: 2Q26 results review and 3Q26 guidance check
2Q26 Variance Growth 3Q26E
TWDm Actual Daiwa Consensus Daiwa Consensus QoQ YoY Guidance Daiwa (previous)
Revenue 3,314 2,795 2,836 19% 17% 28% 21% down a single-digit % QoQ up 2% QoQ (TWD3.4bn)
MP 2,430 1,824 na 33% na 48% -36%
NRE 451 524 na -14% na  -16% 9%
IP 433 448 na -3% na 5% 50%
Gross profit 1,499 1,322 1,276 13% 17% 22% 37% GM ¢.45% GM = 46%
Opex 1,228 1,146 1,147 % 7% 9% 20% opex up single-digit % QoQ opex up 3% QoQ
Operating profit 27 176 129 54% 110%  183%  325%
Pretax profit 382 196 192 95% 99%  13%  756%
Net profit 198 133 145 49% 37% 90%  666%
FD EPS (TWD) 0.76 0.51 0.56 49% 37% 90%  667%
Margin
Gross 452%  47.3% 45.0% -2.0% 0.2%
Operating 8.2% 6.3% 4.6% 1.9% 3.6%
Net 6.0% 4.7% 5.1% 1.2% 0.9%
Revenue mix*
IP 13% 16%
NRE 14% 19%
MP 73% 65%
Source: Company, Daiwa estimates and forecasts
Note: * IP = intellectual property, NRE = non-recurrent engineering, MP = mass-production
Faraday: revenue mix by business Faraday: 4-quarter forward PER band
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Financial summary
Key assumptions

Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
IP revenue growth (%) 26.5 26.4 45 1.3 (2.8) 14.5 176 1.3
NRE revenue growth (%) 324 221 0.2 304 1.7 (17.8) 17.9 18.1
MP revenue growth (%) 56.3 782 (11.6) (17.9) 95.6 (35.7) 23.0 1.7

Profit and loss (TWDm)

Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
NRE 1,410 1,721 1,725 2,250 2,289 1,881 2,217 2,618
MP 5,614 10,002 8,839 7,255 14,188 9,119 11,215 12,528
Other Revenue 1,062 1,342 1,402 1,560 1,516 1,736 2,042 2,274
Total Revenue 8,085 13,065 11,966 11,065 17,993 12,736 15,475 17,419
Other income 0 0 0 0 0 0 0 0
COGS (3,995) (6,690) (6,658) (6,013) (13,135) (6,916) (8,349) (9,435)
SG&A (726) (1,018) (983) (989) (1,114) (1,253) (1,222) (1,257)
Other op.expenses (1,962) (2,436) (2,369) (2,991) (3,191) (3,430) (3,620) (3,916)
Operating profit 1,402 2,921 1,956 1,071 552 1,137 2,284 2,812
Net-interest inc./(exp.) 7 27 52 100 83 83 98 123
Assoc/forex/extraord./others 93 109 63 173 366 153 0 0
Pre-tax profit 1,502 3,057 2,070 1,343 1,002 1,373 2,382 2,935
Tax (212) (547) (509) (271) (229) (312) (524) (646)
Min. int./pref. div./others (134) (56) 28 (30) (42) (173) (100) (117)
Net profit (reported) 1,156 2,455 1,589 1,041 731 889 1,759 2,172
Net profit (adjusted) 1,156 2,455 1,589 1,041 31 889 1,759 2,172
EPS (reported)(TWD) 4.651 9.876 6.395 4.042 2.807 3.412 6.749 8.336
EPS (adjusted)(TWD) 4.651 9.876 6.395 4.042 2.807 3412 6.749 8.336
EPS (adjusted fully-diluted)(TWD) 4.651 9.791 6.379 3.995 2.807 3412 6.749 8.336
DPS (TWD) 1.000 3.300 5.000 4.341 3.000 1.800 2.500 4.500
EBIT 1,402 2,921 1,956 1,071 552 1,137 2,284 2,812
EBITDA 1,807 3,394 2,457 1,880 1,481 2,214 3,537 4,227

Cash flow (TWDm)

Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Profit before tax 1,502 3,057 2,070 1,343 1,002 1,373 2,382 2,935
Depreciation and amortisation 405 473 502 810 929 1,077 1,252 1,415
Tax paid (212) (547) (509) 271) (229) (312) (524) (646)
Change in working capital (256) (2,368) 1,487 1,331 (1,123) (748) (61) (137)
Other operational CF items 1,067 584 (543) (312) 351 (0) (0) (0)
Cash flow from operations 2,506 1,200 3,007 2,901 930 1,391 3,050 3,568
Capex 41) (86) (49) (148) (162) (127) (155) (174)
Net (acquisitions)/disposals (842) 1,082 (670) 0 0 0 0 0
Other investing CF items 295 (1,373) 16 (2,414) (938) 0 0 0
Cash flow from investing (588) (377) (704) (2,562) (1,100) (127) (155) (174)
Change in debt 0 127 (30) (70) 0 (46) (37) (29)
Net share issues/(repurchases) 0 0 0 3,720 0 0 0 0
Dividends paid (249) (820) (1,243) (1,118) (782) (469) (651) (1,172)
Other financing CF items 49 (89) (148) (354) (50) (564) (46) (37)
Cash flow from financing (200) (782) (1,421) 2,178 (832) (1,078) (734) (1,238)
Forex effect/others (3) 69 (40) 80 (28) 0 0 0
Change in cash 1,715 110 842 2,596 (1,030) 185 2,161 2,156
Free cash flow 2,465 1,114 2,958 2,752 768 1,263 2,895 3,394

Source: FactSet, Daiwa forecasts



Financial summary continued ...
Balance sheet (TWDm)
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Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Cash & short-term investment 4,823 4,899 5,741 8,337 7,293 7478 9,639 11,795
Inventory 1,321 3,017 1,187 1,074 955 1,319 1,426 1,676
Accounts receivable 939 1,354 1,559 1,054 1,726 1,275 2,117 1,701
Other current assets 310 485 386 560 1,227 1,227 1,227 700
Total current assets 7,392 9,754 8,873 11,024 11,201 11,299 14,409 15,872
Fixed assets 518 514 553 582 617 582 549 724
Goodwill & intangibles 505 615 683 2,115 1,761 1,115 363 80
Other non-current assets 3,621 2,629 3,309 4,609 5,354 5,354 5,354 5,354
Total assets 12,037 13,513 13,418 18,330 18,932 18,350 20,676 22,030
Short-term debt 0 127 95 448 589 71 62 54
Accounts payable 1,372 1,129 999 1,675 1,649 814 1,702 1,400
Other current liabilities 2,134 2,899 2,142 1,750 2,447 2,447 2,447 2,447
Total current liabilities 3,506 4,156 3,236 3,872 4,685 3,331 4,210 3,901
Long-term debt 0 0 0 416 228 183 146 17
Other non-current liabilities 376 388 328 569 491 600 700 1,000
Total liabilities 3,881 4,544 3,564 4,857 5,403 4,114 5,056 5,018
Share capital 2,486 2,486 2,486 2,606 2,606 2,606 2,606 2,606
Reserves/R.E./others 5,354 6,114 7,048 10,469 10,451 10,985 12,269 13,545
Shareholders' equity 7,840 8,599 9,533 13,075 13,056 13,591 14,874 16,150
Minority interests 315 369 321 399 472 645 745 862
Total equity & liabilities 12,037 13,513 13,418 18,330 18,932 18,350 20,676 22,030
EV 43,825 43,930 43,007 41,257 42,328 41,752 39,645 37,570
Net debt/(cash) (4,823) (4,772) (5,646) (7,473) (6,476) (7,225) (9,432) (11,624)
BVPS (TWD) 31.543 34.597 38.356 50.743 50.111 52.162 57.089 61.984
Key ratios (%)
Year to 31 Dec 2021 2022 2023 2024 2025 2026E 2027E 2028E
Sales (YoY) 471 61.6 (8.4) (7.5) 62.6 (29.2) 215 12.6
EBITDA (YoY) 210.0 87.8 (27.6) (23.5) (21.2) 49.5 59.7 19.5
Operating profit (YoY) 840.3 108.4 (33.1) (45.3) (48.4) 105.9 100.9 231
Net profit (YoY) 330.6 112.3 (35.2) (34.5) (29.8) 215 97.8 235
Core EPS (fully-diluted) (YoY) 332.1 110.5 (34.8) (37.4) (29.7) 215 97.8 235
Gross-profit margin 50.6 48.8 444 45.7 271.0 45.7 46.1 458
EBITDA margin 224 26.0 20.5 17.0 8.2 174 229 24.3
Operating-profit margin 17.3 224 16.3 9.7 31 8.9 14.8 16.1
Net profit margin 14.3 18.8 13.3 94 4.1 7.0 1.4 12.5
ROAE 16.4 29.9 17.5 9.2 5.6 6.7 12.4 14.0
ROAA 1.4 19.2 1.8 6.6 39 48 9.0 10.2
ROCE 19.3 33.9 20.5 8.8 39 79 15.1 17.0
ROIC 373 63.7 35.1 16.7 6.5 12.5 27.0 379
Net debt to equity net cash net cash net cash net cash net cash net cash net cash net cash
Effective tax rate 14.1 17.9 24.6 20.2 22.8 22.7 22.0 22.0
Accounts receivable (days) 36.8 32.0 44.4 43.1 28.2 43.0 40.0 40.0
Current ratio (x) 21 23 2.7 28 24 34 34 41
Net interest cover (x) na. na. n.a. na. na. n.a. n.a. na.
Net dividend payout 92.6 71.0 50.6 69.7 75.1 64.1 73.3 66.7
Free cash flow yield 5.1 23 6.1 5.7 1.6 26 6.0 7.0

Source: FactSet, Daiwa forecasts

Company profile

Founded in 1993, Faraday is a hybrid design service provider offering IP and ASIC design services to
fabless, foundry and system houses. It has R&D and marketing locations in the US, Japan, China, India,

and Vietnam.
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ESG risks

Risks Management

Analyst comments

Executive/board
quality

Faraday’s Board of Directors (BoD) consists of 10 members, including 4 independent directors,
representing 40% of the board—significantly above the regulatory minimum of 20%. Three of the
10 directors are female, reflecting progress toward gender diversity at the board level. The roles
of Chairman and President are separated, supporting stronger governance checks and
balances. However, most non independent directors concurrently serve as executive managers,
which may elevate concerns regarding board independence and management oversight from an
ESG governance perspective.

Capital management 1

Over the past 10 years, Faraday has kept its dividend payout ratio at above 70% most of the
time, in spite of an up or down cycle. As an IC design service company without capex for
manufacturing fabs, Faraday's high dividend payout is appropriate, in our view.

Related party &
transaction

UMC, which is Faraday's largest shareholder, is Faraday's major foundry for its turnkey
business. For IC design service companies, a close relationship with foundries is essential since
their design should build on a foundry's process node and their turnkey businesses also require
a foundry's capacity support. UMC's support offers Faraday a competitive advantage, in our
view. Faraday has developed many standard cell and I/O libraries for UMC, covering logic and
mixed-signal specialty processes across 0.5y to 22nm.

Supply chain
management

Faraday has set several evaluation standards for its existing and new suppliers and it requires all
suppliers to get 1ISO9001 and 1ISO14001 certifications for quality and environmental
management. In 2024, 100% of its wafer, packaging and testing providers had ISO9001 and
1SO14001 certifications. In addition, Faraday also has on-site audits (quality system and process
quality audit, CSR evaluation and environment management system) for its suppliers with a mid-
to-long term target of conducting annual onsite audits for 100% of its suppliers.

Water & wastewater
management

As an IC design service company, Faraday outsources its manufacturing and thus has no own
production sites. As such, Faraday's water use is primarily for general operations, not for
production. Faraday continues to conduct several water reduction measures to manage water
usage.

Waste & hazardous
E | materials 1
management

Faraday has established a green supply chain in accordance with the EU Directive on the
Restriction of the Use of Certain Hazardous Substances in Electrical and Electronic Equipment
(RoHS) and with the EU Chemicals Policy (REACH).

Faraday has a mid-to-long term target of carefully evaluating and selecting raw materials with
low hazard levels to comply with the Hazardous Substance-Free Product Standard. All of its
packaging materials are 100% lead-free and halogen-free.

E | GHG emissions 1

With Faraday's energy saving measures, it reduced the GHG emissions intensity gradually. As
an IC design service company without onsite production, Faraday's GHG emissions are much
lower than other semiconductor manufacturing companies. Faraday's low power design also
helps reduce GHG emissions. In 2019, Faraday completed the development of its ultra-low
power consumption 22nm IP solution.

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

Update Date: 10 Feb 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.

Ownership of Securities

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

For “Investment Banking Relationship”, please visit BlueMatrix disclosure link at https:/daiwa3.bluematrix.com/sellside/Disclosures.action.
Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.

Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc.

Investment Banking Relationship

Within the preceding 12 months, Daiwa Capital Markets Hong Kong Limited has lead-managed public offerings and/or secondary offerings of the equities or relevant securities of the following
companies: Beijing Geekplus Technology Co Ltd (2590 HK), WeRide Inc (800 HK/ WRD US), SEYOND (2665 HK) and SENASIC Electronics Technology Co Ltd (6675 HK).

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited (XAl A 11735 & #545 [ A ), Daiwa Capital
Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea Co., Ltd.

Within the last 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has received compensation for investment banking services from NH Investment & Securities Co Ltd (005940
KS), E-Mart Inc (139480 KS), Samsung Securities Co Ltd (016360 KS), KT Corporation (030200 KS) and Hyundai Department Store Co Ltd (069960 KS).

Hong Kong

This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (X il ¥ 4% 7 35 4 it 47 BR 22 7] ) (“DHK”) which is regulated by the Hong Kong Securities and Futures
Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research.

Investment Banking Relationship
Within the preceding 12 months, Daiwa Capital Markets Hong Kong Limited has lead-managed public offerings and/or secondary offerings of the equities or relevant securities of the following
companies: Beijing Geekplus Technology Co Ltd (2590 HK), WeRide Inc (800 HK/ WRD US), SEYOND (2665 HK) and SENASIC Electronics Technology Co Ltd (6675 HK)..

Within the preceding 12 months, Daiwa Capital Markets Hong Kong Limited has received compensation for investment banking services from -.
Relevant Relationship (DHK
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage.

Singapore

This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional investors
as defined in the Financial Advisers Regulations of Singapore and the Securities and Futures Act 2001 of Singapore, both as amended from time to time. By virtue of distribution to these category
of investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 45 of the Financial Advisers Act 2001 of Singapore (Section 45 relates to
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or any associated or connected person’s interest in securities). Recipients of this research in Singapore may contact Daiwa
Capital Markets Singapore Limited in respect of any matter arising from or in connection with this research.

Australia
This research is distributed in Australia by Daiwa Capital Markets Australia Limited and it may only be distributed in Australia to wholesale investors within the meaning of the Corporations Act.
Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection with the research.

Taiwan

This research is solely for reference and not intended to provide tailored investment recommendations. This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd. and it
may only be distributed in Taiwan to specific customers who have signed recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd. and non-customers including (i) professional
institutional investors, (ii) TWSE or TPEx listed companies, upstream and downstream vendors, and specialists that offer or seek advice, and (iii) potential customers with an actual need for
business development in accordance with the Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. Recipients of this research including non-
customer recipients of this research shall not provide it to others or engage in any activities in connection with this research which may involve conflicts of interests. Neither Daiwa-Cathay Capital
Markets Co., Ltd. nor its personnel who writes or reviews the research report has any conflict of interest in this research. Since Daiwa-Cathay Capital Markets Co., Ltd. does not operate brokerage
trading business in foreign markets, this research is prepared on a “without recommendation” to any foreign securities basis and Daiwa-Cathay Capital Markets Co., Ltd. does not accept
orders from customers to trade in such foreign securities. Recipients of this research shall carefully judge their own investment risk and take full responsibility for the results of any resulting
investments in the companies and/or sectors featured in this research. Without the prior written permission of Daiwa-Cathay Capital Markets Co., Ltd., recipients of this research are prohibited
from disclosing the research to the media, reprinting the research, or quoting from the research to other parties. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets
Co., Ltd. in respect of any matter arising from or in connection with the research.

Thailand

This research is distributed to only institutional investors in Thailand. This report is provided to you for informational purposes only. Information contained herein is not intended to be, and shall not
be construed as, an offer or an invitation for subscription or purchase of securities in Thailand. This document has not been and will not be registered with, or approved by, the Office of the
Securities and Exchange Commission of Thailand. As neither Daiwa Securities Group Inc. nor any of its subsidiaries or affiliates, nor any of the foregoing entities’ respective directors, officers,
servants and employees are licensed to carry on any securities business in Thailand, this document is intended to be read by the addressee who is an institutional investor only and may not be
circulated or distributed, whether directly or indirectly, to the public or any members of the public in Thailand, unless to the extent permitted by applicable laws and regulations.

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
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-regulatory.

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.



https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://daiwa3.bluematrix.com/sellside/Disclosures.action
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory

Faraday Technology (3035 TT): 28 July 2026

Daiwa

Capital Markets
Hong Kong Limited

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 fiir 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 II”) 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.

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

: the security is expected to perform within 5% of the local index (better or worse) over the next 12 months.

: 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* 72.63%
Hold** 20.53%
Sell*** 6.84%

Source: Daiwa

Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 30 June 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, commaodity 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, Japan Investment Advisers Association,

Type |l Financial Instruments Firms Association, Japan Security Token Offering Association
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