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UK bank earnings in 2021 were strong but Ukraine and diverging Covid-strategies muddy the outlook
SocGen, UniCredit and RBI most exposed of European banks to Russia but income dependence
varies

Primary markets largely muted for FIGs and SSAs amidst Ukraine conflict fallout. Markets expected
to remain quiet this week as tightening of sanctions generates financial instability in Russia
Secondary market spreads see double digit widening in EUR, less pronounced in USD
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(Table 1) UK Banks’ Baseline Economic Forecasts
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pressures. While most major central banks have Source: Banks’ financial statements; Daiwa Capital Markets Europe own forecast

recently signalled a readiness to withdraw some of the exceptional monetary support provided to counter the adverse
economic effects of the pandemic, the Bank of England (BoE) has so far taken a relatively hawkish approach.The
Monetary Policy Committee (MPC) voted to raise Bank Rate by 15bps to 0.25% in December and by a further 25bps to
0.50% in February, and also starting quantitative tightening to shrink its balance sheet. Assuming it follows through on
its guidance, the further rate hikes this year signalled by the MPC should support banks earnings and help grow margins.

Business conditions in the UK are judged now to be broadly favourable, as Covid-related restrictions have been lifted,
allowing for a return to more normal activity. However, the reduced medium-term growth prospects associated with the
UK’s exit from the European Union — related to increased barriers to trade in goods and services, including financial
services, as well as lower business investment — are likely to become more evident and will increasingly distinguish
themselves from Covid-related downward pressure on activity.

Nevertheless, the BoE’s Financial Stability Report in December 2021 highlighted the sector’s resilience to even the most
challenging economic scenarios, testing UK bank balance sheets against a much more severe evolution of the pandemic
and consequent economic shock. In the solvency stress test (SST), the aggregate CET1 ratio fell by 5.5ppts to a low of
10.5%. This compared with a 7.6% reference rate, comprising banks’ minimum requirements and systemic buffers. The
aggregate Tier 1 leverage ratio low of 4.8% was also above the reference rate of 3.7%. A further indicator of the sector’s
strength is the countercyclical capital buffer (CCyB) which is set each quarter. It was set to 0% in March 2020 to support
bank lending during the pandemic but will increase to 1% in December 2022, provided the economy continues to recover.
Afurther increase to 2% could take effect in 2Q23. Ahead of the Ukraine conflict, the BoE believed that risks had returned
to their pre-Covid level and major UK banks already had sufficient capital to meet this increase.

(Table 2) UK Banks’ FY21 Results

Barclays (Em) Lloyds (Em) Natwest (Em) StanChart ($m) HSBC ($m) Santander UK (Em)

FY20 FY21 FY20 FY21 FY20 FY21 FY20 FY21 FY20 FY21 FY20 FY21

Revenues 21,766 21,940 15,288 16,223 10,508 10,512 14,754 14,701 50,429 49,552 3,835 4,544

Expenses 13,886 14,439 7,964 8,930 7,858 7,758 10,380 10,924 34,432 34,620 2,425 2,540
Impairments -4,838 653 -4,247 1,207 -2,992 1,250 -2,325 -254 -8,817 928 -639 233

PbT 3,065 8,414 1,226 6,902 -481 4,032 1,613 3,347 8,777 18,906 508 1,858

Net Profit 2,461 7,226 1,387 5,885 -434 3,312 751 2,313 6,099 14,693 438 1,405
Cost/ Income 64.5 65.7 56.7 56.7 94.5 73.4 70.4 74.3 65.0 67.0 60 50
RoTE 3.2 13.4 2.3 13.8 -2.4 94 0.9 4.8 3.1 8.3 4.3 13.2
Stage 3 2.1 2.0 1.8 1.7 1.7 1.0 3.2 2.7 1.7 1.8 1.4 1.4
Stage 3 Cover 415 34.8 31.0 24.7 40.7 40.6 76 75 36.8 347 n.a. n.a.
CET1 15.1 15.1 16.2 17.3 18.5 18.2 14.4 14.1 15.9 15.8 15.2 15.9
Total Capital 221 223 23.3 23.6 24.5 241 21.2 21.3 215 21.2 21.3 21.1
TLAC/MREL 34.8 344 36.4 37.2 37.5 39.8 30.9 31.7 30.9 323 n.a. n.a.
Lev. Ratio 5.3 53 5.8 5.8 6.4 5.8 5.2 4.9 5.5 52 5.1 5.2
LCR 162 168 136 135 165 172 143 143 138 139 150 166

Source: Bloomberg; Banks’financial statements; May not be comparable;
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Barclays reported a record annual profit for 2021 with PbT at GBP8.4bn. It was the first update given to investors by
new CEO C. S. Venkatakrishnan who reiterated the banks focus on expanding its IB offering, aiming to gain market
share. The division delivered its strongest annual result ever with pre-tax profits of GBP5.8bn, benefitting from a 34%
uplift in IB fees, helping to offset a 33% reduction in FICC income. Equity trading performed well overall, rising 20% yoy.
Barclays warned of rising inflation and higher staff compensation that would affect the banks adjusted cost base. The
bank raised its bonus pool by 23% to retain talent but also mentioned strong competition in the segment.

Lloyds closed the year on a high, recording a sharp upturn in PbT of GBP6.9bn (2020: GBP1.2bn), helped by a sizeable
reversal in provisioning charges. The bank fell short of analyst expectations as it was hampered by sizeable remediation
charges of GBP1.3bn largely relating to historic fraud cases at its HBOS Reading branch. In the near term, the bank’s
geographic focus on the UK contributed to a generally positive outlook as the UK economy was expected to benefit from
early easing of Covid restrictions. Further BoE interest hikes expected for the year would lift the lender’s NIM and support
top-line revenue performance. A strategy shift suggests that Lloyds will be looking to expand its business after years of
retrenchment. A greater digital offering paired with more commercial banking activities is set to define the growth path.

NatWest benefitted from the economic upturn in the UK and increased consumer spending, recording PbT at 2021 of
GBP4bn against a loss of GBP481m one year prior. The bottom line was weighed down by GBP466m in litigation and
conduct charges, partially relating to failures to prevent money laundering. Nevertheless, the improved outlook meant
that NatWest was able to release some GBP1.3bn in loan loss provisions but remained cautious over rising inflation that
is expected to put pressure on UK households. This also prompted the bank to reduce its annual cost-cutting target from
4% to 3% over the next two years. NatWest reduced lending to the oil and gas sector by 21% in 2021 and announced
further reductions towards firms that don’t have credible plans to transition to net-zero.

Standard Chartered profitability improved on last year, with PbT at USD3.3bn (+107.5%). SCB underperformed against
analyst consensus views that foresaw PbT at USD3.8bn. Nevertheless, senior management raised core profitability
targets as they are looking towards global central bank rate hikes to offset rising inflation, helping to boost revenues.
SCB expect revenues to grow by an additional 3% yoy from rate hikes, which it hopes will enable it to reach an ROTE
target of 10% by 2024 from currently 4.8%. It remains to be seen if the emerging markets focused lender is able to
deliver on these expectations as it has a track record of underperforming on its profitability targets. Key markets such
as Hong Kong underperformed, particularly in 4Q21 as local authorities are re-introducing strict Covid measures.
Investments into mainland China are set to grow by USD300m as it attempts to compete there with HSBC.

HSBC more than doubled its PbT to USD18.9bn at 2021. The release of provisions and rising interest rates allowed it
to bring forward its key profitability target, ROTE of at least 10% by 2023, by one year. Given the lender’s large Asian
footprint, business growth will partially depend on the region’s stance toward continued ‘no-Covid’ policies. Nevertheless,
Asia remains very much the focal point of potential future growth as the group shifted more key personnel into the region
while increasing its spend of the expansion of its wealth management offering. It did however warn of weaker
performance in the division in 1Q22. HSBC also remained wary of risks stemming from the Chinese commercial real
estate market despite exposure to the sector being relatively low at USD21.3bn (<1% of total assets). HSBC provisioned
additional USD500m for further expected losses, which slight dented bottom line results.

Santander UK saw profitability more than triple to PbT GBP1.8bn from GBP508m. In the UK, Santander services around
14 million customers and it is the third largest retail mortgage provider. It benefits from rising interest rates set by the
BoE and managed to boost its net interest income (+18% yoy) while lowering loan loss provisioning on the back of the
UK economic recovery. Santander UK’s adjusted NIM was up 29bps to 1.92%, which was driven by deposit repricing as
well as lower funding and liquidity costs. The UK outfit also continued to make progress on its multi-year restructuring
effort, improving its operational efficiency as measured by the cost to income ratio to 50% (-7 percentage points yoy).

(Table 3) UK Banks 2022 Wholesale Issuance Plans

SP/OpCo SNP/HoldCo Tier 2 & AT1
UK |Barclays ~£9bn of MREL eligible debt across senior HoldCo, Tier 2 and AT1 (GBP1bn senior raised)
UK |Lloyds - £5bn-6bn Target of 2.5% for Tier 2 and 2% AT1
UK |NatWest Group Total needs £4bn-5bn; Total capital currently in excess of 2022 requirements. Issuance subject to RWA evolution
UK [HSBC By certain subsidiaries in local markets ~$10bn ~$4bn Tier 2; Limited AT1 needs
UK [Santander UK €5bn-6bn in SP/SNP; €0.5bn-0.75bn in CB -

Source: Banks’ statements; CB = Covered Bonds; SP = Senior Preferred; SNP = Senior Non Preferred; OpCo = Senior debt issued by the operating entity. HoldCo =
Senior unsecured debt issued by the holding entity. T2= Tier 2; AT1 = Additional Tier 1.
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European bank exposures to Russia

The conflict between Russia and Ukraine has caused a humanitarian crisis in the region, displacing peoples and bringing
war back to Europe. The international community has reacted with severe economic sanctions on Russia as the conflict’s
aggressor, including over the weekend an exclusion from SWIFT for some of the country’s banks and impeding the
Central Bank’s (CBNR'’s) ability to mobilise its forex reserves to support its currency. That prompted fears of a run on
Russian lenders, a sharp collapse of the Rouble this morning and a reactionary 10.5ppts hike in the CBR’s main policy
rate to 20.0%. In capital markets, Russia has already been paying the price for warmongering as its government bond
yields had risen sharply in the buildup to the conflict. 5-year CDS prices reached their highest level since the financial
crisis, peaking at 933bps on Thursday, having remained under 200bps for the past five years. Foreign investors have
been offloading Russian assets over recent weeks, fearing sanction implications for holding them. For European banks,
reducing their exposures rapidly will not be simple as they have well-established presences in the country with sizeable
lending volumes to customers. For some, the Russian market has been relatively lucrative and downscaling operations
will likely result in adverse earnings implications.

Russia’'s banking sector is dominated by (Table 4) RBI exposures to select network countries at FY21
government-controlled entities with foreign banks (EURm) % of Group Total

onIy playmg a modest role. As at end'2020! Russia Ukraine Belarus Russia Ukraine Belarus
roughly 73% of banks were state run, followed by

d i ivate banks (17% df N q Operating Result 696 184 92 26.9 71 35
omestic %rlva © a.n ,S ( o) andforeign-owne Profit before Tax 591 150 64 33.0 8.4 3.6

banks (10%). Russia’s Sberbank and Bank VTB
Loans to Customers | 11,644 2,234 1,048 11.5 22 1.0

are both state-controlled entities and the
country’s two largest banks by total assets. They [[o@l Assets B 1.052 2183 e Zil
have a combined market share of 48%, Source: Banks’financial statements

Gazprombank trailing a distant third with 7% of

total banking sector assets. After Russia’s annexation of Crimea in 2014, many foreign banks reduced their exposures
as seen in the overall decline in banking sector claims up until 2017. However, since then, above all, French, Italian and
Austrian banks have regrown their presence. On a name-by-name basis, those with the largest exposures are Société
Geénérale, UniCredit SpA and Raiffeisen Bank International (RBI) with lending exposures ranging between EUR11bn-
13bn. This may appear manageable in comparison to their sizeable balance sheets however, income dependence is
higher with banking groups whose footprints are geared towards central and eastern Europe (CEE).

1.1

As per RBI's FY21 results presentation, loans to customers in Russia stood at EUR11.6bn (6% of total assets) while the
total domestic exposure stands at EUR22.8bn (11.9%) when taking into consideration sovereign debt exposures.
However, the high-yielding Russian banking sector has created a degree of income dependence for RBI. At FY21, 45%
of RBI’s pre-tax profit was generated in Russia, Ukraine and Belarus. The prospect of diminished income from these
regions in the near to medium term has resulted in the decline of RBI’s share price by almost 34% over the past five
days. In January, UniCredit prudently withdrew from a possible deal to take a controlling stake in Russian state-owned
bank Otkritie Bank in exchange for its own local operation. Otkritie Bank was nationalised in 2017 after it had been poorly
run, building up a considerable volume of bad loans. It was bailed-out by the government and recently the Bank of
Russia was reviewing options to dispose of its stake. The deal would have significantly increased UniCredit’'s exposure
to Russia, which currently accounts for less than 5% of the bank’s equity.

The decision to remove some Russian banks from the SWIFT payments system is relevant because it provides secure
messaging that facilitates rapid cross-border payments, enabling seamless international trade. Exclusion from it will
impede affected banks’ ability to process high volumes of transactions at speed. Targeted banks are thought to include
those already afflicted by sanctions, including VTB, Otkritie Bank, Sovcombank, Promsvyazbank and Novikombank.
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Primary and secondary markets

European primary market issuance volumes for SSAs stood at EURG.6bn over the course of last week, below market
expectations of EUR9.5bn-14.5bn. FIG supply of EUR7.4bn was within the weekly forecast amount of EUR5.5bn-10bn.
The total 2022 year-to-date FIG volume of EUR122bn is 40.5% ahead of last year’s issuance volume. SSA volumes,
however, remain behind last year’s level, down 14.4% at EUR167bn. For the week ahead, survey data suggest SSA
volumes will range between EUR6bn-10.5bn and FIGs are expected to issue EUR2bn-5.5bn.

SSA markets only saw limited issuance that was mostly geared towards the early part of the week. KfW pressed ahead
with two transactions. Its short dated 3-year, EUR5bn transaction was seemingly what investors were looking given the
bleak backdrop. Short dated paper from a high quality name garnered sizeable book orders of EUR47bn (10.6x) setting
an order book record for KfW. The German development bank also launched a short 3-year, CNH2bn green bond a day
later.

(Table 5) Key Transactions

Final Spread

Amount Maturity ) IPT (bps)
SSA
Ned. Watershapsbank Sr. Unsecured (SDG Housing) AUDB50m 3.5Y ASW + 26 ASW + 24/26 n.a.
AFD Sr. Unsecured EUR750m 15Y OAT + 27 OAT + 27 >EUR990m
Kfw Sr. Unsecured EUR5bn 3Y MS - 30 MS - 28 >EUR47bn
KW Sr. Unsecured (Green) CNH2bn 3Y 2.75% 2.75% n.a.
FIG (Senior)
NatWest Sr. OpCo EUR1bn 5Y MS + 78 MS + 90 >EUR1.5bn
SocGen SP (FRN) AUD450m 5Y 3mBBSW + 100 | 3mBBSW + 100 n.a.
BPCE SNP (FXD-FRN) EUR750m 7NC6 MS + 110 MS + 120/125 >EUR1bn
FIG (Subordinated)
BPCE Tier2 EUR500 10NC5 MS + 175 MS + 195/200 >EUR1.1bn

Source BondRadar, Bloomberg.

FIG issuance largely came to a halt last week with only a few venturing out into the markets amidst the conflict in Ukraine.
NatWest probed markets by launching a senior OpCo deal. The 5-year EUR1bn bond managed to tighten 12bps from
IPT to price at MS+78bps but is thought to have left a premium of 15-18bps on the table. BPCE came into the week
early with a SNP/Tier 2 dual tranche offering for a combined EUR2.1bn. The issuer has arguably been front-loading
much of its 2022 funding needs and is thought to have nearly completed its Tier 2 funding needs bringing total issued to
EUR2.2bn across three transactions against communicated needs of EUR2.5bn. Book orders and spread tightening
was stronger on the subordinated note, arguably due to the smaller size that had been capped from the outset. The SNP
was also the third for BPCE this year bringing the annual total to EUR2.5bn completing 66% of its 2022 requirement.

Secondary market spreads went wider for EUR and USD, despite risk indicators recovering somewhat from the adverse
effects of intensified geo-political tensions in Ukraine. CDS price indices on European senior (77bps) and subordinated
financials (143bps), as measured by iTraxx benchmarks, priced 3bps and 8bps tighter against last week’s levels.

The war in Russia has increased secondary market spreads significantly, particularly for Euro-denominated bonds,
although the initially underwhelming nature of sanctions imposed on Russia had towards the end of last week somewhat
soothed market sentiment. Of course, those sanctions have since become significantly more stringent, generating
financial instability in Russia. In addition to events in Ukraine and Russia, further impulses into markets this week may
come from testimony by Fed Chair Jerome Powell as well as speeches by various ECB Governing Council members,
and data on the US labour market and euro area inflation.

Weekly average EUR spreads were wider across payment ranks with SP (+13.4bps), SNP (+10bps) and Tier 2
(+16.9bps). USD average weekly spreads were also wider week-on-week with SP (+5bps), SNP (+5.2bps) and Tier 2
(+6.5bps). Based on data collected from Bloomberg, 98% of FIG tranches issued in February and 67% of SSAs tranches
quoted wider than launch.
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Western European Banks EUR Spreads and Yields

Aggregate EUR Z-spread LTM (bps) Multiples (x)
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Source: Bloomberg, Daiwa Capital Markets Europe. SP = Senior Preferred/Senior OpCo; SB = Senior Non- Preferred/ Senior HoldCo; T2= Tier 2; AT1 = Additional Tier
1. All figures based on Z to worst spread of public benchmark issuances.

Selected Names

Sr Preferred/Sr OpCo Sr Non-Preferred/Sr HoldCo
Dur. Yield VA SSA Y%D Dur. Yield Z 5I§A Y%D Dur.

Commerz 3.9 11 512 127 195 3.0 684 125 286 | 37 29 2287 24.5 775
Barclays 2.2 0.6 274 5.4 3.1 2.8 711 132 312 | 46 1.7 1583 23.8 60.4
BBVA 47 11 50.6 97 151 3.7 634 M7 249 | 46 21 1604 18.6 54.9
BFCM 4.0 10 464 125 198 7.1 86.6 27  333| 45 19 1221 15.2 49.0
BNPP 2.4 07 290 144 180 45 778 105 293 | 40 18 1216 13.7 52.9
BPCE 3.1 08 366 133 129 5.1 911 154 328 | 41 18 116.8 13.6 355
Credit Ag. 40 06 269 64 10| 57 801 81 333| 37 19 12904 143 497
Credit Sui. 5.7 21 1464 220 415 5.1 1257 141 502

Danske 25 04 332 123 45 2.2 62.8 137 167 | 29 19 1475 15.5 44.0
Deutsche 15 06 360 16.0 9.3 43 1340 124 499 | 35 25 1957 22.1 83.0
DNB 3.8 06 290 122 9.0 6.9 86.1 90 327 | 22 09 66.9 13.3 26.7
HSBC 3.8 09 426 127 204 44 68.0 99 257 | 44 17 1139 21.6 53.3
Intesa 1.7 1.7  149.3 37 -13.1 5.7 82.3 50 349 | 49 18 1315 15.7 49.8
Lloyds 43 09 498 126 184 3.0 1029 151 348 | 42 28 2182 14.6 39.1
Nordea 2.8 06 188 120 107 25 620 160 322 | 15 08 84.5 22.0 38.6
Rabobank 47 09 265 128 155 57 58.6 74 183 | 76 20 1399 19.8 57.2
RBS 3.6 07 202 99 116 5.3 65.2 65 228 | 14 01 12.2 6.6 45
Santander 3.1 16 974 512 671 5.3 65.2 65 228 | 14 01 12.2 6.6 45
San UK 3.4 08 354 88  14.6 49 88.9 91 340 | 46 20 1374 6.5 46.2
SocGen 3.0 06 174 123 133 15 664 162 347 | 46 20 1374 6.5 46.2
StanChart 47 12 622 138 271 5.6 1066 133 441 | 40 13 1288 15.2 49.3
Swedbank 47 11 420 9.1 8.8 5.1 900 M5 357| 60 23 1779 15.8 59.0
UBS 3.9 09 338 92 119 5.0 790 121 251 | 3.7 06 97.1 14.4 411
UniCredit 4.2 1.0 441 114 199 45 682 104 263 | 131 34 2535 -3.8 57.1

Source: Bloomberg, Daiwa Capital Markets Europe. Dur.= Duration. Yield= Yield to worst (%). Z = Z-Spread to Worst (bps). Z 5DA = last 5 days Z-spread net change
(bps). Z YTD = year to date Z-Spread net change (bps). Blank cells represent lack of statistically significant data. Figures may not be representative of the whole market.
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Western European Banks USD Spreads and Yields

Aggregate USD Z-spread LTM (bps) Multiples (x)
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Source: Bloomberg, Daiwa Capital Markets Europe. SP = Senior Preferred/Senior OpCo; SB = Senior Non- Preferred/ Senior HoldCo; T2= Tier 2; AT1 = Additional Tier
1. All figures based on Z to worst spread of public benchmark issuances.

Selected Names

Sr Preferred/Sr OpCo Sr Non-Preferred/Sr HoldCo
Dur.  Yield Z 5§ A Y$D Dur.  Yield Z 5§ A Y$D Dur.  Yield

Barclays 2.1 48 33 1494 61 388 | 54 39 2158 66 41.4
BFCM 4.0 10 464 125 198 | 48 33 1494 6.1 388 | 54 39 2158 6.6 41.4
BNPP 2.4 0.7 290 144 180 | 5.1 33 1486 6.6 399 | 44 36 1762 6.1 485
BPCE 3.1 08 366 133 129 | 50 32 1457 66 407 | 32 34 1629 99 38.9
Credit Ag. 4.0 06 269 6.4 10| 31 29 1185 50 347 | 78 39 2009 14.1 50.8
Credit Sui. 2.1 23 675 50 367| 30 33 1520 7.2 484 | 14 35 1862 3.9 54.3
Danske 25 04 332 123 45| 22 25 1227 39 337 | 14 35 1862 39 54.3
Deutsche 15 06 360 16.0 93| 35 32 1513 6.9 463 | 75 47 2838 45 69.6
HSBC 3.8 09 426 127 204 | 35 32 1458 75 405 | 97 42 2336 89 39.8
ING 1.7 1.7 1493 3.7 -13.1 38 30 1263 82 375 | 12 26 1349 143 35.7
Intesa 43 09 498 126 184 | 38 30 1263 82 375| 35 50 3175 19 86.0
Lloyds 3.0 26 29 1131 8.6 362 | 88 38 1986 87 46.8
Nordea 47 09 265 128 155| 29 24 1374 46 274 | 88 38 1986 87 46.8
Rabobank 3.6 0.7 202 99 16| 36 27 950 4.7 25.1 40 36 1732 113 37.0
RBS 3.1 16 974 512 67.1 36 27 950 4.7 25.1 40 36 1732 113 37.0
Santander 3.4 0.8 354 88 146 | 52 32 1448 6.3 376 | 76 41 2268 47 487
San UK 2.1 22 653 159 220 | 42 32 1405 6.4 349 | 3.2

SocGen 47 12 622 138 271 | 45 34 1636 7.7 451 | 37 36 1875 6.2 47.9
StanChart 4.7 11 420 9.1 88| 29 30 1369 54 347 | 76 43 2445 39 41.0
uBs 26 23 542 15 169| 38 30 1263 09 334 | 76 43 2445 39 41.0
UniCredit 3.9 15 947 130 339| 33 35 1860 9.2 608 | 54 57 3855 43 94.4

Source: Bloomberg, Daiwa Capital Markets Europe. Dur.= Duration. Yield= Yield to worst (%). Z = Z-Spread to Worst (bps). Z 5DA = last 5 days Z-spread net change
(bps). Z YTD = year to date Z-Spread net change (bps). Blank cells represent lack of statistically significant data. Figures may not be representative of the whole market.
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Daiwa Capital Markets Europe Limited is part of Daiwa Securities Group Inc. 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
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This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27
of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:
https://Izone.daiwa.co.jp/l-zone/disclaimer/creditratings.pdf

IMPORTANT

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your
own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise changed in the future without
notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the content of this report, which may not be
redistributed or otherwise transmitted without prior consent.

Conflicts of Interest: Daiwa Securities Co. Ltd. may currently provide or may intend to provide investment banking services or other services to the company referred to in
this report. In such cases, said services could give rise to conflicts of interest for Daiwa Securities Co. Ltd.

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

Other Disclosures Concerning Individual Issues:

1) As of 26 April 2016, Daiwa Securities Co. Ltd., its parent company Daiwa Securities Group Inc., GMO Financial Holdings, Inc., and its subsidiary GMO CLICK
Securities, Inc. concluded a basic agreement for the establishment of a business alliance between the four companies.

As of end-December 2017, Daiwa Securities Group Inc. owned shares in GMO Financial Holdings, Inc. equivalent to approximately 9.3% of the latter’s outstanding shares.
Given future developments in and benefits from the prospective business alliance, Daiwa Securities Group Inc. could boost its stake in GMO Financial Holdings, Inc. to up to
20% of outstanding shares.

2) Daiwa Real Estate Asset Management is a subsidiary of Daiwa Securities Group Inc. and serves as the asset management company for the following J-REITS: Daiwa
Office Investment Corporation (8976), Daiwa Securities Living Investment Corporation (8986).

3) Samty Residential Investment became a consolidated subsidiary of Daiwa Securities Group Inc. effective 10 September 2019.

4) On 30 May 2019, Daiwa Securities Group Inc. formalized an equity/business alliance with Samty, and as of 14 June 2019 it owned 16.95% of shares outstanding in Samty
along with convertible bonds with a par value of Y10bn. Conversion of all of said convertible bonds into common shares would bring the stake of Daiwa Securities Group
Inc. in Samty to 27.28%.

5) Daiwa Securities Group Inc. and Credit Saison Co., Ltd. entered into a capital and business alliance, effective 5 September 2019. In line with this alliance, Daiwa
Securities Group Inc. is to acquire up to 5.01% of Credit Saison’s total common shares outstanding (excl. treasury shares; as of 31 Jul 2019).

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.

L] 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 Il Financial Instruments Firms
Association
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