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Target price: Y4,000 (from Y3,500 as of 17 Aug)

Share price (18 Nov): ¥3,320 | Up/downside: +20.5%

Business conditions for en Career Change improved

» 1H op profit down 53% y/y to Y2.9bn; en Career change recovered q/q

» Good KPIs for engage; changed monetization method to benefit all
> Time ripe for rally by stock; upbeat results, positives for engage

What's new: We updated our view on en-japan in light of 2Q FY20
results and our company interview.

Results overview: For 1H, en-japan reported operating profit of
Y2.92bn (down 53% yly), outpacing its Y1.99bn guidance. The mainstay
en Career Change Info business contributed to revenue. Compared with
the rate of decline in the recruitment market (down by around 40-60% y/y
in May-Sep), the firm fared better thanks to success in capturing SME
customers, and the number of job listings rose q/q in 2Q. The en
Career Change Info business saw revenue recover from a 49% yly
decline in 1Q to a 39% decline in 2Q. In the HR-Tech segment
(engage), 2Q revenue was up modestly g/q. The firm changed its
method for monetizing engage from September. While we believe its
initiatives will prove beneficial for all parties—client companies,
other recruitment services, and en-japan itself—but the change in the
way it does business had a negative impact in the near term. KPIs such
as the number of companies using paid services and the number of paid
job board placements bottomed in 1Q and came in above 4Q FY19 levels
in 2Q, suggesting that earnings have bottomed out.

Outlook: The firm disclosed guidance for FY20. It expects revenue to
decline 26.9% yl/y and operating profit to fall 44.3% to Y6.13bn. Its
outlook for revenue to decline more in 2H than in 1H reflects the timing for
booking revenue from success-based services and the impact from
overseas earnings. HR-Tech struggled in 1H, and the firm’s outlook for 2H
calls for only a modest rise in segment revenue vs. 1H. It also expects the
recovery in the domestic job board segment to be more moderate than the
q/q change reported for 2Q. The firm plans to boost spending on
advertising, and guidance looks conservative overall. Our estimates
call for operating profit of Y6.61bn (down 39.9% y/y) in FY20, Y8.54bn (up
29.2%) in FY21, and Y12.6bn (up 47.7%) in FY22. We lowered our forecast
for FY21, mainly to reflect our revised advertising spend estimate, and
raised that for FY22, expecting benefits from promotional spending to
emerge.

What we recommend: We maintain our 2 (Outperform) rating, with our six-
to 12-month target price at Y4,000, which implies 20.5% upside from the 18
August close. We derived the price objective by applying a multiple of
roughly 25X to our FY21 EPS estimate and then adding the fair value of
engage operations (see Chart 1). The 2Q results left us with a positive
impression due to confirmation of a recovery by mainstay operations
as well as bright spots for future growth for engage. The shares have
fared relatively poorly over the past six months, even compared to
sector peers, but we think the time is ripe for a rebound.

Outperform

(unchanged)

Satoru Sekine -
81-3-5555-7143 3
satoru.sekine@daiwa.co.jp ——
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Source: Compiled by Daiwa.

Market data

12-month range (Y) 1,620-5,400
Market cap (Y mn; 18 Nov) 148,660
Shares outstanding (000; 11/20) 44777
Foreign ownership (%; 3/20) 36.3

Investment Indicators
320 321E 3/22E

P/E (X) 213 36.8 26.0
EV/EBITDA (X) 9.3 141 11.2
P/B (X) 3.98 3.86 352
Dividend yield (%) 2.25 1.29 1.93
ROE (%) 19.6 10.6 141
Net debt/equity (X) 0.8 0.8 0.8

Income Summary

(ymn)  3/20 3121E 322 E
Revenue 56,848 41,440 53,490
Op profit 11,005 6,610 8,540
Rec profit 11,057 6,730 8,560
Net income 7,125 4,040 5,710
EPS (Y) 156.2 90.2 1275
DPS (Y) 74.80 42.90 64.00

See end of report for notes concerning indicators.

Important disclosures, including any required research certifications, are provided on the last two pages of this report.
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en-japan (4849): Income Summary (Y mn; y/y %)
Year to Revenue Op profit Rec profit Net income EPS (Y) DPS (Y)

318 40,710 (28) 9,631 (40) 9,736 (42) 6,368 (59) 140.0 46.50
319 48,733 (20) 11,661 (21) 11,834 (22) 8,144 (28) 179.0 62.80
3/20 56,848 (17) 11,005 (-6) 11,057 (-7) 7,125 (-13) 156.2 74.80
321E 41,440 (-27) 6,610 (-40) 6,730 (-39) 4,040 (-43) 90.2 42.90
3/22E 53,490 (29) 8,540 (29) 8,560 (27) 5,710 (41) 1275 64.00
3123 E 67,560 (26) 12,610 (48) 12,630 (48) 8,490 (49) 189.6 95.00
3121 PE 42,210 (-26) 6,910 (-37) 6,930 (-37) 4,590 (-36) 102.5 48.70
3/22 PE 50,990 (21) 8,220 (19) 8,240 (19) 5,490 (20) 122.6 61.00
3/23 PE 64,290 (26) 12,260 (49) 12,280 (49) 8,250 (50) 184.3 92.00
3/21 CP 41,543 (-27) 6,129 (-44) 6,261 (-43) 3,741 (-47) 83.6 39.70
E: Daiwa estimates. PE: Previous Daiwa estimates. CP: Company projections.

Six- to 12-month target

Target price

We set our six-to 12-month target price at Y4,000 (20.5% upside vs. 18 November close).

price of Y4,000 We used a sum-of-the-parts valuation approach to derive this price.
For established business lines, we applied a P/E of about 25X to our FY21 EPS estimate
of Y128. The applied multiple is roughly on par with the average P/E for major HR service
firms. We believe the applied multiple for the established business lines is justified given
(1) that it is below the P/E of 30X over 2017-18 when sector shares surged, (2) P/E
multiple expansion in the broader market, and (3) the earnings bottom, which we discuss
later.
For the employment support tool engage business, a price-to-sales ratio seems justifiable.
As we touch on later in this report, we expect revenue from engage to reach Y3.5bn in
FY21. We derived our price-to-sales ratio based on the annualized growth rate of 30% for
the recent rise in the number of companies using engage. For further details, please see
our 24 May 2019 report on en-japan.
Chart 1: Target Price Calculation (Y mn) Chart 2: Current-FY P/E for Staffing/recruiting Services Firms (X)
FY21E 35 -
EPS for established ops (Y) 128
Applied P/E (X) 25 30
Fair value of established ops (a) 142,750
25
Revenue from engage ops 3,490
Applied P/S (X) 10 20 -
Fair value of engage ops (b) 34,900
Total fair value ©)=(a+h) 177,650 151
Shares outstanding (000) (d) 44,777 10 1
Theoretical value (Y) (c/d) 3,967 51
Source: Compiled by Daiwa.

E: Daiwa estimates.

Source: QUICK; compiled by Daiwa.


https://lzone.daiwa.co.jp/lzone/cv?LANG=E&cd=(($KOKYAKU_CD$))&id=2019052400103

Career change services
market looks to have
begun period of
improved momentum

Chart 3: Y/y Change in Seasonally Adjusted Overtime Index
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Momentum shift in career change services market

We think the career change services market has entered a period of improving momentum.
Many companies suspended recruiting activities during the state of emergency in Apr-May.
Even overtime was on a y/y downtrend.

However, conditions have been changing since July. Overtime marked a bottom in
June, with manufacturers resuming output. With overtime picking up, en-japan has
seen requests from manufacturers for additional workers, while it also appears to have
seen demand for more employees from companies enjoying growth in the era of “with
COVID-19,” especially IT/communications firms. With such demand likely factoring in
possible third and fourth COVID-19 waves, a resurgence in cases should have just a
slight impact.

Chart 4: Monthly Avg. Job Listings, Avg. Ad Price for en Career
Change Info
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Source: Ministry of Health, Labour and Welfare (MHLW); compiled by Daiwa, Source: QUICK; compiled by Daiwa..

Expect recovery in
quarterly earnings to be
more pronounced

The en Career Change Info business saw revenue recover from a 49% y/y decline in 1Q to
a 39% decline in 2Q. It successfully captured SME customers and prices were down yl/y.
Demand from major customers, for which it had gained market share, looks to be
improving remarkably since November. Based on past experience, en-japan’s earnings
tend to benefit considerably during expansion in the jobs-to-applicants ratio. As such, we
expect the rebound in quarterly earnings to become more pronounced.

Chart 5: Quarterly en Career Change Info Revenue and Jobs-to-applicants Ratio
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Source: MHLW, company materials; compiled by Daiwa.
Note: Data for FY04 (ended Dec 2004) through to FY19 (ended Mar 2020).
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Firm could leverage engage revamp to increase service
lineup

The company revamped its employment support tool engage in September. The two key
points of the renewal are discussed below.

1) A new fee-based plan allows job listings in paid spots of various other recruitment
services such as Indeed, Kyujin Box, and Google for Jobs. Prior to the revamp, after
clients produced recruitment pages for engage, listings in paid spots were largely limited to
group sites such as en Career Change Info, en Baito, and Line Career. As a result, when
the paid listing business retreated after the outbreak of COVID-19, the gap between page
views (PVs) for free and paid spots narrowed, apparently reducing the incentive for
customers to utilize engage paid services.

In our view, the engage revamp works to benefit all relevant parties—engage client
companies, other recruitment services, and en-japan itself. First, engage customers are
able post listings on a range of job boards in one-stop fashion, and thus entrust engage
with management of all listing costs. This feature is expected to be particularly attractive to
small/medium-sized companies that may lack the capability to effectively manage job
listing expenditures. Other recruitment services, meanwhile, are effectively able to sell paid
spots without relying on their own marketing efforts. Finally, by utilizing the job boards of
other firms, en-japan has already achieved a major difference in PVs vs. its free service—
23X higher—which should work to boost the attractiveness of the fee-based plan.

Chart 6: Revamp to engage
Prior to revamp

. Mainly at compay
Paid spots website
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using paid service at time of application
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and recruitment areas is possible
\ 7

Source: Company materials; compiled by Daiwa.

2) The firm has revised its fee/billing structure, shifting to a system based on upfront
charges. The minimum upfront charge is Y50,000 (we estimate fees from around Y10,000
per job application). Previously, the company tracked the number of paid-spot applications
via engage and billed client companies for each job application on a monthly basis.
However, this system made it difficult for customers to manage their budgets, while billing
by individual application was complicated for en-japan as well. By shifting to a system of
upfront charges, we also think that the firm will have an easier time forecasting future cash
inflows.
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Source: Company materials; compiled by Daiwa.

Chart 7: Flow of engage Service

List in free spots of
various job boards

List in paid spots of
various job boards

Revenue weak in short Engage revenue rose moderately g/q in 2Q and fell slightly short of guidance. The change

term but KPIs improve in marketing strategies associated with the revamp apparently had a negative impact.
However, KPIs such as the number of companies using paid services and the number of
paid job board listings bottomed in 1Q and came in above 4Q FY19 levels in 2Q. Looking
ahead, we see a rise in the ratio of paid listings (Chart 9), which should lead to accelerated
revenue growth. All told, we believe that earnings have pulled out of the bottom.

Chart 8: No. of Paid Job Board Listings, No. of Firms Using Paid Chart 9: Ratio of Paid Listings for engage

Services
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Source: MHLW; compiled by Daiwa. Source: QUICK; compiled by Daiwa.
Increased likelihood of We see an increased likelihood that engage could transform into a broader services
engage transforming platform. In our view, the function of directing client companies to the paid spots of different
into broader platform recruitment services should help to drive this transformation. This is because if engage

becomes an indispensable hub for companies at the time of recruitment, the firm should
see growing scope to provide other services to client companies including post-hire
training and proposals to boost efficiency of HR-related operations. On 13 November, en-
japan announced that it will make a limited partnership investment in One Capital No. 1
Investment Limited Partnership, the first investment fund launched by One Capital, a
venture capital firm focused on SaaS. One Capital was started by Shinji Asada, formerly
the Japan head of Salesforce Ventures, and Wataru Sakakura, formerly managing director
& partner of Boston Consulting Group, where he promoted digital transformation (DX). Mr.
Asada and Mr. Sakakura will apparently serve as strategy advisors to en-japan. We are
focusing on their contributions because they may help strengthen proposals of newly
emerging services to engage clients.
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More on ESG

The overarching philosophy of en-japan is to help people achieve what it terms “human
growth.” The vision for the world the firm aims to help create is one in which people view
their work as an important stage of their own personal development as professionals,
bringing together their minds and skills to enrich themselves both mentally and materially.
The business philosophy of the firm focuses on the connections between people and
corporations. Its business guidelines highlight what can be viewed as its stated missions,
which include remaining firmly committed to upholding justice in its pursuit of profitability.
This sense of justice revolves around actively exploring the ideal image of society, and
then working hard to bring that to fruition. Another major concept at the heart of en-japan’s
operations is ensuring employees can settle in and succeed once they join a company.
Indeed, this concept informs the original process through which the firm identifies
companies and candidates that are ideally suited for each other. This approach, in our
view, is consistent with its overarching philosophy and business guidelines.

The firm views its business operations as a vehicle for helping tackle the problems society
faces, and it actively applies the aims of its business philosophy and guidelines to this end.
The four sustainable development goals it considers to be especially important are quality
education, gender equality, self-enriching work and economic growth, and reducing
inequalities. We believe these goals mesh well with en-japan’s business operations.

In terms of governance, the company is supervised by a body of eight executives
(directors, auditors; as of FY20). Two of these executives are female and five of them
come from outside the company, a testament to the firm’s commitment to bringing external
directors on board. The average age of employees at en-japan (as of end-FY19) is just shy
of 30 years old. With this in mind, we look for the firm to promote younger employees to
the ranks of senior leadership over the medium/long term.
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Chart 10: Consolidated Income Statement (Y mn; y/y %)
FY17 18 19 20E 21E 22E
Revenue 40,710 28.3% 48,733 19.7% 56,848 16.7% 41,440 -271.1% 53,490 29.1% 67,560 26.3%
Domestic job board 31,399 - 32,126 2.3% 20,450 -36.3% 27,460 34.3% 35,390 28.9%
Domestic permanent recruitment 11,152 - 11,878 6.5% 10,250 -13.7% 12,920 26.0% 15,630 21.0%
Overseas 4,635 - 10,745 131.8% 7,880 -26.7% 8,000 1.5% 7,700 -3.8%
HR-Tech 0 - 475 - 1,240 161.1% 3,490 181.5% 7,220 106.9%
Other 2,021 - 2,113 4.6% 2,110 -0.1% 2,110 0.0% 2,110 0.0%
Eliminations/unallocated -474 - -489 - -490 - -490 - -490 -
Hiring business 39,484 28.6% 47,508 20.3%
en Career Change Info 18,182 38.2% 20,798 14.4%
Job placement services 9,278 20.0% 10,988 18.4%
en world Japan 5,493 12.6% 6,775 23.3%
en Agent, etc.* 3,785 32.7% 4213 11.3%
Other sites 12,024 22.5% 15,722 30.8%
Education/evaluation business 1,337 21.7% 1,315 -1.6%
Eliminations/unallocated -1 -90
Cost of revenue 3,835 4,682 10,451 8,670 9,880 11,290
Gross profit 36,875 29.2% 44,051 19.5% 46,397 5.3% 32,770 -29.4% 43,610 33.1% 56,270 29.0%
Gross margin (%) 90.6% 90.4% 81.6% 79.1% 81.5% 83.3%
SG&A 27,243 32,389 35,392 26,160 35,070 43,660
SG&Aratio (%) 66.9% 66.5% 62.3% 63.1% 65.6% 64.6%
Operating profit 9,631 40.5% 11,661 21.1% 11,005 -5.6% 6,610 -39.9% 8,540 29.2% 12,610 47.7%
Operating profit margin (%) 23.7% 23.9% 19.4% 16.0% 16.0% 18.7%
Non-operating income 219 183 146 220 120 120
Non-operating expenses 114 10 94 100 100 100
Recurring profit 9,736 42.2% 11,834 21.5% 11,057 -6.6% 6,730 -39.1% 8,560 27.2% 12,630 47.5%
Recurring profit margin (%) 23.9% 24.3% 19.5% 16.2% 16.0% 18.7%
Extraordinary gains 9 57 113 0 0 0
Extraordinary losses 403 202 563 600 0 0
Pretax income 9,342 11,689 10,608 6,130 8,560 12,630
Net income 6,368 59.0% 8,144 27.9% 7,125 -12.5% 4,040 -43.3% 5,710 41.3% 8,490 48.7%
Net income margin (%) 15.6% 16.7% 12.5% 9.7% 10.7% 12.6%
Source: Company materials; compiled by Daiwa.
* Incl. job placement service carried out without interviews by en-japan staff.
Note: Breakdown of revenue by segment for FY18 retroactively adjusted.
E: Daiwa estimates.
Chart 11: Consolidated Balance Sheet (Y mn; % of total)
FY14 15 16 17 18 19
Assets
Current assets 14,343 56.8% 19,880 69.6% 24,826 75.5% 31,405 77.6% 37,255 T4.7% 37,065 71.4%
Cash and cash equivalents 8,126 13,953 18,228 23,505 28,409 28,081
Accounts receivable 2,453 3,069 3,567 4,662 5,614 5,736
Marketable securities 3,011 2,000 2,000 2,000 2,000 2,047
Inventories 12 13 17 10 22 42
Deferred tax assets 384 514 523 601 0 0
Other 357 331 491 627 1,210 1,159
Fixed assets 10,897 43.2% 8,678 30.4% 8,074 24.5% 9,087 22.4% 12,596 25.3% 14,830 28.6%
Tangible fixed assets 743 699 640 580 719 1,021
Intangible fixed assets 6,696 6,037 5,246 5,677 6,858 7,712
Investments and other assets 3,457 1,941 2,187 2,830 5,018 6,096
Total assets 25,241 100.0% 28,558 100.0% 32,900 100.0% 40,492 100.0% 49,852 100.0% 51,896 100.0%
Liabilities
Current liabilities 4,859 19.3% 6,773 23.7% 8,533 25.9% 10,982 211% 13,274 26.6% 11,762 22.7%
Accounts payable 45 58 72 1M1 126 475
Other 4814 6,715 8,461 10,871 13,148 11,287
Long-term liabilities 605 2.4% 671 2.3% 724 2.2% 881 2.2% 1,111 2.2% 1,485 2.9%
Long-term borrowings 18 0 0 0 0 0
Deferred tax liabilities 125 100 85 126 181 124
Other 462 571 639 755 930 1,361
Total liabilities 5,464 21.6% 7,445 26.1% 9,258 28.1% 11,864 29.3% 14,385 28.9% 13,247 25.5%
Net assets
Total shareholders’ equity 18,974 20,348 23,077 28,119 34,434 37,663
Noncontrolling interests 101 120 37 42 555 710
Total net assets 19,775 78.3% 21,112 73.9% 23,642 71.9% 28,628 70.7% 35,466 71.1% 38,648 74.5%
Total liabilities and net assets 25,241 100.0% 28,558 100.0% 32,900 100.0% 40,492 100.0% 49,852 100.0% 51,896 100.0%

Source: Company materials; compiled by Daiwa.

Note: From FY18, deferred tax assets included under investments and other assets. FY17 and earlier figures not retroactively adjusted to reflect this change.
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Financial Statements
(Y mn) 3118 3/19 3/20 3I21E 3122 E 3123 E
Income statement
Sales / Revenue 40,710 48,733 56,848 41,440 53,490 67,560
Operating profit 9,631 11,661 11,005 6,610 8,540 12,610
EBITDA 11,345 13,259 12,769 8,370 10,300 14,370
Recurring profit 9,736 11,834 11,057 6,730 8,560 12,630
Net income 6,368 8,144 7,125 4,040 5,710 8,490
Balance sheet
Liquidity on hand 25,505 30,409 30,128 31,009 33,770 40,630
Fixed assets / Non-current assets 9,087 12,596 14,830 14,742 14,655 14,568
Total assets 40,492 49,852 51,896 53,330 58,348 64,945
Interest-bearing debt 0 0 0 - - -
Total liabilities 11,864 14,385 13,247 13,991 15,220 16,193
Total net assets / Total equity 28,628 35,466 38,648 39,339 43,128 48,752
Shareholders' equity 28,463 34,774 37,784 38,475 42,264 47,888
Cash flow statement
Cash flows from operating activities 9,458 10,680 8,044 5,903 6,355 11,399
Net income 6,368 8,144 7,125 4,040 5710 8,490
Depreciation and amortization 1,714 1,598 1,764 1,760 1,760 1,760
Cash flows from investing activities -2,724 -4,556 -4.127 -1,673 -1,673 -1,673
Free cash flow 6,734 6,124 3917 4,230 4,682 9,726
Cash flows from financing activities -1,339 -2,237 -5,036 -3,349 -1,921 -2,866
Increase (decrease) in cash and cash equivalents 5,355 3,792 -1,163 881 2,761 6,861
Accounting standards JGAAP JGAAP JGAAP JGAAP JGAAP JGAAP
Financial indicators
Growth
Sales / Revenue (yly %) 28.3 19.7 16.7 271 29.1 26.3
Operating profit (yly %) 40.5 211 -5.6 -39.9 29.2 477
Profitability
Operating profit margin (%) 23.7 23.9 194 16.0 16.0 18.7
EBITDA margin (%) 27.9 27.2 225 202 19.3 21.3
ROE (%) 245 25.8 19.6 10.6 14.1 18.8
ROA (%) 17.4 18.0 14.0 7.7 10.2 13.8
Financial leverage/dividend policy
Net debt-to-equity ratio (X) -0.9 -0.9 -0.8 -0.8 -0.8 0.8
Equity-to-assets ratio (%) 70.3 69.8 72.8 721 724 73.7
Total dividends / shareholders' equity (%) 74 8.2 9.0 5.0 6.8 8.9
Dividend payout ratio (%) 33.2 35.1 47.9 47.5 50.2 50.1
Per-share data
EPS (Y) 140.0 179.0 156.2 90.2 127.5 189.6
DPS (Y) 46.50 62.80 74.80 42.90 64.00 95.00
Book value per share (Y) 625.6 762.5 834.7 859.3 943.9 1,069.5
Valuations ~ Share price: Y3,320; market cap: Y148,660mn (18 Nov 2020)
P/E (X) 237 18.6 21.3 36.8 26.0 17.5
EV/EBITDA (X) 10.9 8.9 9.3 14.1 1.2 75
P/B (X) 5.31 4.35 3.98 3.86 3.52 3.10
Dividend yield (%) 1.40 1.89 2.25 1.29 1.93 2.86

Source: Company materials; compiled by Daiwa.
E: Daiwa estimates.

Company Outline

En-japan is a leading operator of job listings websites and has a top-class market share in career services. Its sites
have helped employers attract a higher number of applicants per job listing than rivals’ services, thanks to attractive

job ad contents based on interviews by en-japan staff and enhanced usability of the sites.

Translation/style check/accuracy check: Research Production Department
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Notes concerning market data, investment indicators, and income summary on pages 1-2

= Estimates on page 1 by Daiwa

= Net income is that attributable to shareholders of parent

m Shares outstanding: Common shares outstanding (excl. treasury stock)

= Market cap: Based on shares outstanding and closing price as of indicated date

m EV: Market cap + interest-bearing debt - liquidity on hand

m EBITDA: Operating profit + depreciation & amortization

m ROE: Netincome / average of start-FY and end-FY shareholders’ equity (figures based on net income attributable to shareholders of parent)
= Share Price Chart and per-share figures retroactively adjusted to reflect stock splits/reverse stock splits
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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.

Ratings
Issues are rated 1, 2, 3, 4, or 5 as follows:
1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months.
2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months.
3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months.
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months.
5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months.

Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for Taiwan, and S&P/ASX 200 for Australia.

Japan
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.

Ownership of Securities: Daiwa Securities Co. Ltd. may currently, or in the future, own or trade either securities issued by the company referred to in this report or other securities based on such financial
instruments. Daiwa Securities Group has filed major shareholding reports for the following companies of which it owns over 5% (as of 30 October 2020): SEEDHEIWA (1739); Dawn (2303); I.K (2722);
ALCONIX (3036); Samty (3244); Fund Creation Group (3266); Kenedix Residential Next Investment Corporation (3278); KFC (3420); Kenedix Retail REIT Corporation (3453); Healthcare & Medical
Investment Corporation (3455); Samty Residential Investment Corporation (3459); Mitsui Fudosan Logistics Park Inc. (3471); XY MAX REIT Investment Corporation (3488); PAPYLESS (3641); Enigmo
(3665); V-cube (3681); Nippon Ichi Software (3851); Datasection (3905); Double Standard (3925); Rasa Industries (4022); TAOKA CHEMICAL (4113); ASAHI YUKIZAI (4216); J-Stream (4308); DKS
(4461); CHUKYO IYAKUHIN (4558); Nippon Shikizai (4920); TOKYO TEKKO (5445); Toho Zinc (5707); NIPPON SHINDO (5753); SWCC SHOWA HOLDINGS (5805); ItoKuro (6049); Impact HD
(6067); SIGMAXYZ (6088); KAWATA MFG. (6292); internet infinity (6545); HUMAN ASSOCIATES HOLDINGS (6575); TDK (6762); ADVANTEST (6857); IMAGICA GROUP (6879); TAIYO YUDEN
(6976); COPRO-HOLDINGS (7059); Astmax (7162); GMO Financial Holdings (7177); KIYO Learning (7353); Credit Saison (8253); Money Partners Group (8732); Premier Investment Corporation (8956);
Kenedix Office Investment Corporation (8972); Daiwa Office Investment Corporation (8976); Daiwa Securities Living Investment Corporation (8986); Japan Excellent,Inc. (8987); WirelessGate (9419); Imperial
Hotel (9708); FAST RETAILING (9983).

Lead Management: Daiwa Securities Co. Ltd. has lead-managed public offerings and/or secondary offerings (excluding straight bonds) in the past twelve months for the following companies: YUKIGUNI
MAITAKE (1375); DAIHO CORPORATION (1822); E.J Holdings (2153); Asahi Group Holdings (2502); Kawanishi Holdings (2689); SOSILA Logistics REIT (2979); SRE Holdings (2980); Landix (2981);
Industrial & Infrastructure Fund Investment Corporation (3249); TECHNOFLEX (3449); Mitsui Fudosan Logistics Park (3471); Mitsubishi Estate Logistics REIT Investment Corporation (3481); ITOCHU
Advance Logistics Investment Corporation (3493); User Local (3984); GMO Financial Gate (4051); Sun* (4053); BASE (4477); freee (4478); Makuake (4479); Medley (4480); LANCERS (4484); JTOWER
(4485); Space Market (4487); Commerce One Holdings (4496); Morningstar Japan (4765); VIS (5071); JAPAN INSULATION (5368); CHARM CARE CORPORATION (6062); DAI-ICHI SEIKO (6640);
Jimoty (7082); Goodpatch (7351); Retty (7356); Nippon Building Fund (8951); Daiwa House REIT Investment Corporation (8984); Japan Airlines (9201); USEN-NEXT HOLDINGS (9418); SoftBank Corp.
(9434); ISB (9702). (list as of 9 November 2020)

Target Prices: Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited to, unexpected significant changes in
subject companies’ earnings trends and the macroeconomic environment.

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 July 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.

= 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

Lead Management: The Affiliates of Daiwa Securities Group Inc.* engaged in investment banking services (lead-manager/joint lead-manager/co-manager of public offerings and/or secondary offerings [excluding
straight bonds]) in the past twelve months for the following companies: Smoore International Holdings Limited (6969 HK). (list as of 1 November 2020)

*Affiliates of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited, Daiwa Capital Markets Singapore Limited, Daiwa Capital
Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea Co., Ltd.

Hong Kong
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited which is regulated by the Hong Kong Securities and Futures Commission. Recipients of this research in Hong Kong may
contact Daiwa Capital Markets Hong Kong Limited in respect of any matter arising from or in connection with this research.

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 and the Securities and Futures Act (Chapter 289), 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 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its
representative’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 the 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.

India

This research is distributed in India to Institutional Clients only by Daiwa Capital Markets India Private Limited (Daiwa India) which is an intermediary registered with Securities & Exchange Board of India as a
Stock Broker, Merchant Bank and Research Analyst. Daiwa India, its Research Analyst and their family members and its associates do not have any financial interest save as disclosed or other undisclosed
material conflict of interest in the securities or derivatives of any companies under coverage. Daiwa India and its associates, may have received compensation for any products other than Investment Banking (as
disclosed) or brokerage services from the subject company in this report or from any third party during the past 12 months. Daiwa India and its associates may have debt holdings in the subject company. For
information on ownership of equity, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
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There is no material disciplinary action against Daiwa India by any regulatory authority impacting equity research analysis activities as of the date of this report.
Associates of Daiwa India, registered with Indian regulators, include Daiwa Capital Markets Singapore Limited and Daiwa Portfolio Advisory (India) Private Limited and Associates of Daiwa India having office
in India but not registered with any Indian regulators include Daiwa Corporate Advisory India Private Limited.

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.

Philippines

This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines Stock Exchange,
Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the research. DBP-Daiwa Capital Markets
Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, tax, accounting, and other consequences of a proposed
transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of the markets mentioned in the publication or may have performed other
services for the issuers of such securities.

For relevant securities and trading rules please visit SEC and PSE links at http://www.sec.gov.ph and http://www.pse.com.ph/ respectively.

Thailand

This research is distributed to only institutional investors in Thailand primarily by Thanachart Securities Public Company Limited (“TNS™).

This report is prepared by analysts who are employed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates. This report is provided to you for informational purposes only and it is not, and is not to be
construed as, an offer or an invitation to make an offer to sell or buy any securities. Neither Thanachart Securities Public Company Limited, Daiwa Securities Group Inc. nor any of their respective parent, holding,
subsidiaries or affiliates, nor any of their 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, Thanachart Securities Public Company Limited, Daiwa Securities Group Inc. nor
any of their respective parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees make no 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. and/or its non-U.S. affiliates perform and seek to perform business with companies covered in this research. Thanachart Securities Public Company Limited, Daiwa Securities Group
Inc., their respective parent, holding, subsidiaries or affiliates, their respective directors, officers, servants and employees may have positions and financial interest in securities mentioned in this research.
Thanachart Securities Public Company Limited, Daiwa Securities Group Inc., their respective parent, holding, subsidiaries or 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

This research report is produced by Daiwa Securities Co. Ltd. and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland, Liechtenstein, Norway and
Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange, and Eurex. Daiwa Capital Markets Europe
Limited and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers 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 and/or may have acted as an underwriter during the past twelve months for the
issuer of such securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of
such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material is published
to recipients.

This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the Financial Conduct Authority and should not therefore be distributed to such
Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded
by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available.

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Germany
This document is distributed in Germany by Daiwa Capital Markets Deutschland GmbH, which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in Germany.

Bahrain

This research material is distributed 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

This material 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. Accordingly,
no representation or warranty, express or implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness or correctness of the information and opinions contained in this document,
Content herein is based on information available at the time the research material was prepared and may be amended or otherwise changed in the future without notice. All information is intended for the private
use of the person to whom it is provided without any liability whatsoever on the part of Daiwa Capital Markets Europe Limited, Bahrain Branch, any associated company or the employees thereof. If you are in
doubt about the suitability of the product or the research material itself, please consult your own financial adviser. Daiwa Capital Markets Europe Limited, Bahrain Branch retains all rights related to the content of
this material, which may not be redistributed or otherwise transmitted without prior consent.

United States

This research is distributed into the United States directly by Daiwa Securities Co. Ltd., and 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). 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.con/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 analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual analyst[s)] 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, based on the beliefs of the author of the report. (Criteria below apply to rating assignments or updates from Jan 2015.
For ratings assigned or updated prior to Jan 2015, criteria refer to performance vs. TOPIX/benchmark index over six months.)

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

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

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

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

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

Additional information may be available upon request.
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