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Cogobuy Group
Unique business model driving market share gains;
IngDan.com provides optionality

Undervalued: sustainable growth potential and hidden value of IngDan.com
Cogobuy has grown into China's largest eCommerce platform for integrated circuit (IC)
components by gross merchandise value (GMV). It has leveraged on its unique online
business model to serve SME customers at an affordable customer acquisition cost,
which is usually not feasible for major offline distributors. With robust growth in SME
sales, Cogobuy's market share grew from 1.4% in 2014 to 2.5% in H116. We estimate
2016-18 GMV/revenue CAGRs of 41%/31% in a modest sector growth environment.
We believe the market may have underestimated the sustainability of Cogobuy's
growth from share gains in the SME segment and IngDan.com's value accretion, and
think continued strong growth and steps to unlock the value of IngDan.com could
propel a re-rating. We initiate coverage with a Buy rating.

Market share and margin expansion from serving SME customers

We believe Cogobuy's industry expertise and relationships with global suppliers set it
apart from online competitors in China, while its online model enables it to serve SME
customers better than traditional offline distributors. We expect SME sales to grow at a
46% CAGR in 2016-18E, driving GPM from 8.1% to 8.5%, as margins from SMEs are
better than those from blue-chip customers due to price mark-ups and supplier rebates.

Its IngDan.com platform is also helping it gain more SME customers.

IngDan.com: promising prospects from loT growth, potential to unlock value
Cogobuy's IngDan.com is China's largest hardware innovation platform by number of
registered projects. It connects supply chain resources with entrepreneurs. Gartner
forecasts a 2016-18 global Internet of Things (loT) shipment CAGR of 35% and we
believe China's loT market could grow even faster. IngDan.com is well positioned to
benefit. Benchmarked to A and H-share loT and eCommerce listcos, our analysis shows

a potential valuation range of US$410-1,076m. Excluding IngDan.com, Cogobuy might
be valued at only 11-18x 2017E PE, a notable discount to peers given its growth profile.
Valuation: initiate coverage with Buy rating, price target of HK$14.46

We derive our price target from a three-stage DCF model (WACC of 9.8%). Cogobuy is
trading at 23x/19x 2017E/2018E PE, on 24% EPS growth in 2017E and 2018E, or at
below 1x PEG. We expect Cogobuy to re-rate as investors gain more confidence in the
sustainability of its growth and a better understanding of the hidden value of
IngDan.com, while active stock buybacks could also limit downside potential.

Highlights (Rmbm) 12/13 12/14 12/15 12/16E 12/17E
Revenues 2,417 6,848 9,453 12,764 16,824
EBIT (UBS) 123 268 453 620 815
Net earnings (UBS) 82 267 386 501 628
EPS (UBS, diluted) (Rmb) 0.09 0.23 0.29 0.33 0.41
DPS (Rmb) 0.00 0.00 0.00 0.00 0.00
Net (debt) / cash (648) (189) (1,102) 759 741
Profitability/valuation 12/13 12/14 12/15 12/16E 12/17E
EBIT margin % 5.1 3.9 4.8 4.9 4.8
ROIC (EBIT) % 17.3 19.3 18.5 18.7 21.0
EV/EBITDA (core) x - - 21.9 22.9 16.4
P/E (UBS, diluted) x - - 23.6 29.2 23.1
Equity FCF (UBS) yield % - - 36 0.8 0.1
Net dividend yield % - - 0.0 0.0 0.0
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Cogobuy Group

UBS-S Research THESIS
MAP

PIVOTAL QUESTIONS

UBS-S VIEW

EVIDENCE

WHAT'S PRICED IN?

UPSIDE / DOWNSIDE
SPECTRUM

Buy (Price target HK$14.46)
QOUR THESIS IN PICTURES—

a guide to our thinking and what's where in this report

Q: Will growing online competition force Cogobuy to sacrifice margin for market share?

No. We expect Cogobuy to continue to gain market share while maintaining steady margin expansion,
despite the competition from major offline distributors and new online competitors. We believe
Cogobuy's unique focus on SMEs and its established SME ecosystem set it apart from competitors and
will help it continue to capture this underserved but more profitable market segment.

Q: Is IngDan.com value accretive to the overall business?

Yes. Though commonly viewed as a cost centre, we believe IngDan.com is value accretive to the
overall business given its strong contribution to customer acquisition and long-term prospects from its
leading position in China's growing loT market. We estimate it could be worth US$410-1,0671m (20-
51% of Cogobuy's market cap) considering its monetisation potential and peer valuations. This
valuation is not included in our base case, highlighting the upside potential for Cogobuy's valuation.
more—>

Cogobuy is well positioned to gain further market share in China's electronic components distribution
market due to its unique business model. Its long-term strategic relations with major suppliers and
blue-chip customers differentiate it from online peers, while its online platform helps it serve SME
customers not usually reachable by offline competitors. We forecast 2016-18 GMV/revenue CAGRs of
41%/31%, amid potentially subdued sector growth. Faster growth from SME customers could also
help drive margin expansion. We think IngDan.com, the leading loT innovation platform in China, will
not only help Cogobuy acquire SME customers, but also contribute to overall valuations once investors
see progress on unlocking its hidden value.

In 2015/H116, Cogobuy's IC direct sales rose 38%/32% YoY, while sector sales grew merely 8%/-1%.
Cogobuy's SME sales grew 63% in 2015 and 54% in H116, with the number of SME customers rising
from 9,969 in 2015 to 14,773 in H116. Meanwhile, GPM expanded from 7.8% in 2014 to 8.2% in
H116. Gartner forecasts a global 2016-18 loT shipment CAGR of 38%. We believe IngDan.com,
China's largest hardware innovation platform, is well positioned to benefit in the IoT era.

Cogobuy is trading at 23x 2017E PE (11-18x if we strip out IngDan.com’s valuation), a notable
discount to eCommerce and loT peers, while offering a comparable growth profile. We do not think
the market has priced in Cogobuy’s sustainable growth potential in the next couple of years and the
underlying value from IngDan.com, which has a leading position in China's rapidly growing loT market.

more—>

0400.HK Price HKS510.76 -»b 5 ps

20.34 = Upside: +89%

_________ e 14.46 = 0.41 x 31.0x Base: +34%

..... 9.63 = 24.1x% Downside: -11%

.-5 ‘ 07 Mar +12 mo.

2015 2016 2017 Source: UBS-S
Value drivers SME  SME avg annual Blue-chip  Blue-chip avg Introduction of
2017E customer spending customer spending strategic investors
growth growth growth growth to IngDan.com
HK$20.34 upside 40% -6% 15% -8% Y
HK$14.46 base 35% -8% 12% -10% N
HK$9.63 downside 30% -10% 9% -12% N

Source: UBS-S estimates
more—>

COMPANY DESCRIPTION  Cogobuy Group (Cogobuy) is the largest transaction-based eCommerce platform for integrated circuits

(IC) and other electronic components in China by gross merchandise value (GMV)....

Edwin Chen, CFA, Analyst, S1460516010001, edwin.chen@ubssecurities.com, +86-105-832 8186
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Cogobuy Group UBS-S Research

OUR THESIS IN PICTURES return

Cogobuy's business model

Value-added services,
generous payment terms

Sca'ei_""'°"l\"“_°wr Cogobuy's unique business model serves both blue-chip
supplier relations and SME customers

Competitive pricing,
wide/quality product offering,
supply-chain financing

Growth, margin

China IC distribution market share

\

WPG M\:.rce\e: WPG WT
T14%  tronics 11.39¢ Microelec
33% tronics
3.0%
Avnet Awvnet
3.2% 26%
ooy Cogobuy We expect rapid sales growth from the lucrative but under-
served SME segment to continue to fuel Cogobuy's market
share gains...
Other Other
channels channels
80.7% 80.6%
2014 H116

Improving revenue mix and margin expansion

Direct sales GPM
Rygb bn 85% - 86%
8.4% 83% _ —°
20 | 82% o
— 4 8.3%
8.1% _ =
15 F
0 78% 180% _.and margin expansion
s | 1 7.7%
0 7.4%
2013 2014 2015 2016E 2017E 2018E
Blue chip SME —0— GPM
Relative growth: loT vs. semiconductors
4 400
Global IoT unit shipments
Global semi-conductor sales
4 300
| 500 Promising loT growth prospects
4 100
(normalised at 100)
- : : : : 0
2013 2014 2015F 2016F 2017F 2018F
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IngDan GMV
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We expect secular growth from IngDan.com to fuel the
growth in the SME segment
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Valuation spectrum of IngDan
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High end: US$1,076m

08 T Valuation accretion from IngDan.com is potentially

Middle: US$677m substantial
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04 | Low end: US$410m
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Valuation spectrum of IngDan

Peer valuations: PE vs EPS growth

2017E PE
40x

30x L Cogobuy undervalued against H- and A-share B2B
ecommerce and loT peers

25x
Cogobuy

20x : : : ,
10% 30% 50% 70% 90%
2017E EPS growth

Forward PE band
45x

35x

25x Trading at mean forward PE despite more visibility on
Cogobuy’s growth and progress on IngDan’s monetisation

15x

5X L 1 1 1 1 1
07/14 01/15 07/15 01/16 07/16 01/17

+1 Std Dev Mean PE -1 Std Dev
Sources for exhibits above: Wind, Gartner, Thomson Reuters, company data, UBS-S estimates
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Cogobuy Group UBS-S Research

PIVOTAL QUESTIONS return /P

Q: Will growing online competition force Cogobuy
to sacrifice margin for market share?

UBS-S VIEW

No. We expect Cogobuy to continue to gain market share while maintaining
steady margin expansion, despite the competitive nature of the electronic
component distribution market. We believe Cogobuy's unique focus on small
and medium enterprises (SMEs) and established SME ecosystem set it apart
from its competitors and will help it continue to capture this underserved but
more profitable market segment.

EVIDENCE

Cogobuy has been able to navigate the moderate overall sector growth and
outperform the China semiconductor market during the past two years.
According to Wind, semiconductor sales in China reached US$98.6bn in 2015,
representing 8% YoY growth, while in H116, YoY growth decelerated to 1%.
However, Cogobuy recorded YoY growth of 38% and 32% in direct IC sales
in the two periods, respectively.

The SME segment played a major role in the strong growth. In 2015/H116,
Cogobuy's sales to SME customers grew 63%/54% YoY, providing strong
momentum to overall growth. The expanding SME customer base, which grew
101%/103% YoY during the same periods, fuelled the strong SME sales
growth. Management credits IngDan.com for contributing a major portion of
SME customer acquisitions, leveraging its strong presence among China's
entrepreneur community.

Using China's overall semiconductor sales as the total market, we estimate
Cogobuy's market share expanded from 1.4% in 2014 to 2.5% in H116,
while its major competitors’ were flat or contracted during the same periods.

The rising sales contribution from the more profitable SME segment has also
driven Cogobuy's margin expansion. From 2014 to H116, Cogobuy's GPM
expanded from 7.8% to 8.2% as the SME sales contribution rose from 45%
to 58%.

WHAT'S PRICED IN?

Cogobuy's forward PE has contracted from 28x in mid-2016 to 23x, while we
expect its EPS to grow 24% in 2017E and monetisation for IngDan.com is
becoming clearer due to its growing scale and rising GMV contribution.
Investors might be concerned about the sustainability of its growth given the
subdued growth outlook for the sector. But we think its unique positioning
will allow it to catch growth opportunities from SME customers and expand
margins. We therefore expect a potential re-rating, driven by continued
earnings growth and progress in monetisation and/or the introduction of
strategic investors in IngDan.com (which the company has indicated it is
seeking).

Initiation of Coverage: Cogobuy Group 8 March 2017 HUBS s 5



Cogobuy: a business model that benefits from
both worlds

The client pool of the electronic component distributors can be largely divided into
two segments: blue-chip manufacturers and SMEs. In our view, Cogobuy has a
unique business model that differs from its competitors as it serves and benefits
from both the blue-chip and SME segments.

While the blue-chip segment is competitive and has lower margins, it offers
Cogobuy large order volumes and scale, which are important resources when
negotiating better pricing terms with the upstream suppliers and can help lower
logistics costs per order. Relationships with blue-chip customers can also provide
industry know-how, which is valuable to Cogobuy's value-added services.

Since SME customers tend to have less bargaining power, Cogobuy can earn
higher margins from this segment. SMEs are also more exposed to the rapid
development in the loT market and can offer Cogobuy growth opportunities faster
than those in the overall sector.

Figure 1: Value chain of the electronics component sector

* Blue-chip suppliers e Traditional offline distributors:
* Intel, Samsung, SanDisk etc Avnet, Arrow Electronics, WPG etc
 SME suppliers e Online distributors: Cogobuy,
Alibaba etc

e Direct sales between large
suppliers and manufacturers

e Smaller distributors

Source: UBS-S

Figure 2: Cogobuy's business model

Supply chain
financing

Source: Company data

® Blue-chip manufacturers
¢ Apple, Haier, BYD etc

e SME manufacturers, such as loT

entrepreneurs

SMEs offer growth and margins,
blue chips offer scale, know-how

and supplier relations
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Cogobuy and blue chips: gaining market share in a
competitive segment

China's electronic component distribution sector is a relatively competitive market,
especially in the blue-chip customer segment. Not only do leading distributors such
as WPG, WT Microelectronics, Avnet and Cogobuy compete with one another for
market share, but large upstream suppliers can also circumvent the midstream
distributors and serve large downstream manufacturers directly.

The intense competition is evidenced by the low gross margins of major Asia-
Pacific (APAC) electronic component distributors (Figure 4).

Figure 3: Market shares of major distributors in China Figure 4: Gross margins of major APAC electronic
(H116) component distributors (Q316)
WPG WT 6%
11.3% Microelectronics
3.0% 5.0%
Avnet 4.5%
2.6% 4.2%
Cogobuy 4% |
2.5%
Other channels
80.6%
2%
0%
Cogobuy blue-chip WT Microelectronics WPG
Source: Wind, Company data, UBS-S estimates Source: Company data, UBS-S estimates

Despite the intense competition, we estimate Cogobuy's platform (direct sales and
marketplace) is gaining market share in the blue-chip segment, as its blue-chip
GMV has been outgrowing the overall sector.

Cogobuy's blue-chip segment has been able to outgrow the sector by offering
more flexible payment terms (usually with longer credit lines) and prices similar to
offline distributors. Cogobuy also provides free services including market updates
on new products, online/mobile order management, post-sales support and
supply-chain management.

While the blue-chip segment is not very profitable, it gives Cogobuy the scale and
bargaining power to negotiate better pricing terms with suppliers. According to
management, Cogobuy can usually obtain a 5% rebate from IC component
manufacturers. This gives Cogobuy potential for mark-ups when selling to SME
customers.

Scale from blue-chip segment
gives Cogobuy bargaining power
for rebates from suppliers

Initiation of Coverage: Cogobuy Group 8 March 2017
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Figure 5: Cogobuy's blue-chip GMV vs. sector sales

1 300
Cogobuy blue-chip GMV
China semi conductor sales 4 250
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4 100
(normalised at 100)
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2014 Q1 2014 Q2 2014 Q3 2014 Q4 2015 Q1 2015 Q2 2015 Q3 2015 Q4 2016 Q1 2016 Q2 2016 Q3

Source: Wind, Company data

Advantages in the SME segment propelling market
share gains and margin expansion

We believe SME manufacturers are a lucrative but underserved customer segment
in China's competitive electronics component distribution sector. As a first-mover
and leader in this online segment, we think Cogobuy is on track to continue to
gain market share given its competitive advantages (volume leverage, established
ecosystem and value-added services).

Figure 6: Market share estimates

WPG 11.4% 11.4% 11.3%
WT Microelectronics 3.3% 3.1% 3.0%
Avnet 3.2% 2.8% 2.6%
Cogobuy IC GMV 1.4% 2.0% 2.5%
Other channels 80.7% 80.7% 80.6%

Source: Wind, company data, UBS-S estimates

Cogobuy's competitive advantages in the underserved but
lucrative SME segment

While conventional offline IC distributors dominate the IC distribution market and
are heavily geared towards serving large customers, they devote little effort to
servicing SME customers, which usually do not meet the thresholds for minimum
purchase quantity. We believe SME customers are an underserved market segment
in which Cogobuy is well positioned to gain further market share.

We also believe SME customers represent a more lucrative market segment. While  Volume leverage enables
large manufacturers tend to purchase IC components in large quantities and  Cogobuy to achieve higher
therefore have more bargaining power on pricing, SME customers are usually price  margins from sales to SME
receivers. customers

Initiation of Coverage: Cogobuy Group 8 March 2017 HUBS nn 8



Competition in the SME segment is intensifying as traditional offline distributors
and eCommerce platforms (such as Alibaba) are establishing online IC distribution
to serve SME customers. But we believe Cogobuy continues to hold competitive
advantages in this segment.

Its online platform is more localised and popular among Chinese SMEs than the
online platforms of traditional offline distributors, in our view. We think this is
largely due to the IngDan.com platform’s leading position in China’s hardware
innovation community. Traditional offline distributors usually operate globally and
their online platforms are geared towards serving global SMEs and are therefore
less localised/tailored for the Chinese market.

While China's leading eCommerce platforms such as Alibaba.com have established
segments for IC components geared towards serving SMEs, we do not think they
will pose a significant competitive threat to Cogobuy. The IC distribution market
requires expertise in electronics manufacturing and the latest developments in
technology to provide in-depth IC distribution services to customers. Clients that
procure ICs also usually require dedicated field application engineering (FAE)
support. We therefore expect the IC distribution segment to remain a niche market
dominated by dedicated suppliers such as Cogobuy.

We believe Cogobuy's competitive advantages in this segment can help convert its
large reserve of inactive customers into transaction customers. We expect its
expanding transaction customer base to drive further growth in the SME segment.

Figure 7: Large pool of inactive users leaves room for
penetration gains (Q316)

Cogobuy is better positioned to
serve Chinese SMEs due to its
more localised and complete
ecosystem

The industry knowledge required
could keep IC distribution a niche
market dominated by dedicated
suppliers

Figure 8: Cogobuy's transaction customer count

k
Inactive 40 ¢
registered 35
customers
79% SME
99% 30 - 27
. 20
Transaction 20 |k
customers
21%
10
10 |
Blue chip 5
1% 3
0
2013 2014 2015 2016E 2017E 2018E

Note: Cogobuy classifies customers who had completed at least one online
transaction during the current period and at least one other online transaction in
the previous fiscal year as ‘transaction customers’, and customers whose annual
revenue is Rmb400m or above as blue-chip customers.

Source: Company data

Source: Company data, UBS-S estimates
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Figure 9: Conversion rate of registered customers is trending upward

25%
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Source: Company data

Figure 10: Direct sales by segment Figure 11: Direct sales breakdown
Rmb bn 100%
25
80%

20 |
60%
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10 b 40%
5| ] I 20%

e 1 1081

0 0%

2013 2014 2015 2016E 2017E 2018E 2013 2014 2015 2016E 2017E 2018E
= SME = Blue chip = SME = Blue chip

Source: Company data, UBS-S estimates Source: Company data, UBS-S estimates

Improving margins from the rapidly growing SME segment

As the weight of the more profitable SME segment in Cogobuy's revenue mix
increases further, we expect Cogobuy's GPM to continue to expand from the 2015

level.
Figure 12: Cogobuy direct sales gross profit by segment, Figure 13: Improving GPM from rising contribution from
Q1-Q316 SME sales
9.2% 9.0%
9%
8.5%
o) -
o 8.5% 83% -
8.2% -
3% 8.0%
0% 7.5% : : : : g
Blue chip SME 2013 2014 2015 2016E 2017E 2018E
Source: Company data, UBS-S estimates Source: Company data, UBS-S estimates
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Online platform, big data and SME focus enable better
operational efficiency and working capital management

From our observation, Cogobuy's online platform and SME focus have enabled it
to achieve better operational efficiency and cash flow management than its peers.
Despite having a more modest gross margin than its global peers, Cogobuy
achieved the highest EBIT margin among major listed IC distributors, evidence of
better operational efficiency from the online business model.

Figure 14: Gross margin (Q316) Figure 15: EBIT margin (Q316)

13.0% 6% -

12.6%
4.9%

12% |

4% |
8% |

2% |
4% |

0% 0%

Avnet Arrow WPG Cogobuy oowr Avnet Arrow WPG Cogobuy WT
Microelectronics Microelectronics

Source: Company data Source: Company data

Due to its SME focus and big data from the online platform, Cogobuy has been
able to achieve better working capital management than its global peers. As SME
customers usually have much smaller accounts receivable (AR) days (or pay on
ordering) than blue-chip customers, Cogobuy can achieve high AR turnover and
better cash generation than its peers who are more geared towards serving blue-
chip customers.

In addition, we think big data from Cogobuy’s online platform has enabled it to = Cogobuy has the lowest AR and
more accurately capture shifts in technology trends and demand, and optimally  inventory days, evidence of its
manage its inventory. Given the fast replacement cycles in the electronics industry,  operational efficiency

we believe fast inventory turnover is crucial in avoiding exposure to inventory

obsolescence and price erosion.

Figure 16: AR days, 2015 Figure 17: Inventory days, 2015

120 60 r

100 50

80 | 40

60 30 -

40 20 |
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0 0
Avnet Arrow WPG Cogobuy WT Micro Avnet Arrow WPG Cogobuy WT Micro

Source: Company data Source: Company data
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Marketplace: connecting SME suppliers and customers

In February 2013, Cogobuy launched a marketplace platform for third-party
component suppliers, especially SME suppliers, to sell their products to Cogobuy’s
clients. China’s SME IC suppliers generally find it difficult to reach out to a large
number of clients due to their limited scale, and we believe Cogobuy’s platform
provides them with a relatively cost-efficient method of promoting their products.
The platform also engages the SME suppliers and customers in Cogobuy's
ecosystem, enabling Cogobuy to capture transaction data flowing through its
systems for future analysis.

The rising scale of Cogobuy's marketplace platform has also helped Cogobuy
expand its product offerings, which complements its direct sales platform in
attracting more customers. During the six months from June to December 2015,
Cogobuy's SKUs increased from 81,000 to 100,000 (23%), while its marketplace
GMV expanded 96% HoH in H215.

Since the marketplace business is generally based on the existing Cogobuy
platform, it incurs little additional expense for the overall business. The growing
revenue from the marketplace business could therefore be margin accretive.

Figure 18: Key metrics of the marketplace business

Revenue (Rmb m) 25 27 46
YoY 0% 7% 69%
GMV (Rmb m) 1,523 1,274 3,013
% of total GMV 38.9% 15.2% 21.7%
Commission rate 1.7% 2.1% 1.5%
Source: Company data, UBS-S estimates

Supply-chain financing: increasing customer stickiness

By collecting more transaction data and customer profiles through its online and
offline platforms, Cogobuy is able to offer products and services beyond IC
distribution. Based on this transaction and customer data, Cogobuy launched new
supply-chain financing services to selected customers starting in September 2014.

We believe supply-chain financing can help increase client stickiness, while still
contributing to profit. Given that the financing revenue is booked at an annualised
interest rate of 5-6% and Cogobuy's borrowing rate for related loans is around
2%, we estimate the supply-chain financing business generates a GPM of about
60%, accretive to overall margin.

The supply-chain financing business has achieved initial success: its GMV
(measured by loan values) more than quadrupled in 2015 and more than doubled
in 9M16. We expect supply-chain financing to continue to gain penetration in
Cogobuy's direct sales and marketplace platforms, and estimate it will finance
15% of Cogobuy's IC-related GMV by 2018E.

92
101%
6,091

28.2%
1.5%

144
56%
9,622
31.8%
1.5%

191
32%
12,710
32.8%
1.5%
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Figure 19: Supply-chain financing for order placement with marketplace vendors

Order Credit
placement application
Marketplace
End customers P Cogobuy
vendor
Credit
deployment

Credit used for procurement

Source: Company data

Figure 20: Supply-chain financing for orders placed on Cogobuy's direct sales platform

Order Order Cr_edi'f
placement referral application
Marketplace
vendor
Credit
deployment

Credit used for procurement

Source: Company data
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Cogobuy Group UBS-S Research

PIVOTAL QUESTIONS return /P

Q: Is IngDan.com value accretive to the overall
business?

UBS-S VIEW

Yes. Though commonly viewed as a cost centre we believe IngDan.com is
value accretive to the overall business through its strong contribution to
customer acquisition and long-term prospects from its leading position in
China's growing loT market. To address growing investor interest in
IngDan.com, we have estimated its potential valuation range, taking into
account its monetisation potential and current peer valuations. We think
IngDan.com could be worth US$410-1,076m. This valuation is not included in
our base case, highlighting the upside potential to Cogobuy's valuation.

EVIDENCE

According to management, IngDan.com became a major driver in Cogobuy's
SME customer acquisition in 2016. In 9M16, Cogobuy added 7,263
transaction customers, mirrored by the approximately 6,300 new projects
registered on IngDan.com during the same period.

loT is a bright spot in China's, and the world’'s, slowing electronics
manufacturing industry. And as China's largest intelligent hardware innovation
business platform by the number of registered projects, IngDan.com is well-
positioned to benefit, in our view.

According to Wind, China's loT market size grew 32% YoY in 2015, well
above the 10% annual growth for the overall China semi-conductor sector.
Gartner estimates global loT unit shipments increased 33% YoY in 2015, amid
a 1.9% decline in overall semi-conductor sales.

In Q316, IngDan.com's GMV contribution to Cogobuy reached Rmb1.7bn, a
387% YoY increase. By September 2016, the number of projects on
IngDan.com reached 16,000 and the number of followers reached 16.1m, up
119% and 374% YoY, respectively. We believe this is evidence that
IngDan.com, the leading player in China’s loT market, has benefited
significantly from the rapid growth in the market.

We derive our IngDan.com valuation range using a SOTP methodology. lIts
direct sales segment could be worth US$372-882m, applying the peer 2017E
P/S range of 0.8-1.0x to the direct sales GMV (equates to revenue), while its
marketplace segment could be worth US$38-194m, applying the peer 2017E
P/S range of 4.1-11.0x to its estimated commission on transactions.

WHAT'S PRICED IN?

Given the lack of sufficient operational information and direct comparables we
think IngDan.com’s intrinsic value is not readily visible to investors and is thus
often overlooked. Furthermore, since IngDan.com is still lossmaking, when
investors value Cogobuy from a PE perspective, IngDan.com might even dilute
the overall valuation. We think it is constructive to view IngDan.com in the
context of B2B eCommerce platforms and loT companies, given its exposure to
both themes.
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IngDan.com: positioned to benefit from rapid
growth of loT

We believe Cogobuy's IngDan.com platform is well-positioned to benefit from the
potentially strong growth from the development of loT, due to its unique business
model and leading market position. With its strong supply-chain resource from
Cogobuy and ability to provide one-stop services, we think IngDan.com could
potentially become China's go-to platform for loT and electronic hardware
innovations.

Unlike traditional crowdfunding platforms, where the focus is project funding,
IngDan.com is more geared towards providing a platform for supply-chain services,
especially leveraging the resources from the Cogobuy platform.

China's crowdfunding scene is becoming increasingly competitive (with numerous
new entrants), but IngDan.com's unique market positioning and expertise in
supply-chain services set it apart from traditional crowdfunding platforms and
could help avoid direct competition.

According to management, the strategy for IngDan.com is to create a platform
that connects various parties along the electronic manufacturing supply chain
(upstream  component suppliers, legal/financial consultants, downstream
distributors, etc) to provide one-stop solutions for lIoT and hardware entrepreneurs.

According to the company, Intel, Microsoft, ARM, JD.com and Baidu were among
the 14,000 supply-chain services providers available on IngDan.com, as of
November 2016.

Figure 21: IngDan.com's B2B2C business model

B2B

B2C

Source: Company data
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We expect IngDan.com to ride the promising loT sector growth

Given its leading market position, lack of direct competitors due to its unique
market positioning, and relatively developed ecosystem, we believe IngDan.com is
well positioned to benefit from the rapid development of loT projects.

In Q316, IngDan.com's GMV contribution to Cogobuy reached Rmb1.7bn, a
387% YoY increase. By September 2016, the number of projects on IngDan.com
reached 16,000 and the number of followers reached 16.1m, up 119% and 374%
YoY, respectively.

These growth figures are notably larger than the historical CAGR for China’s loT
market size, suggesting IngDan.com has been gaining penetration in China's loT
sector. Considering the potential snowball effect as the ecosystem becomes more
developed and popular, we believe IngDan.com is on track to maintain its
momentum in the upcoming years.

Figure 22: Gartner expects loT to be the bright spot in Figure 23: China loT market size

global electronics manufacturing
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Synergies with Cogobuy platform in attracting more traffic

Given IngDan.com's strong presence in China's loT entrepreneur community, we
think it is a strong driver of customer traffic for Cogobuy's platform, as these loT
start-ups seek reliable suppliers of IC components.

Cogobuy's transaction SME customer count has been growing strongly since 2013,
rising about 100% YoY in 2014 and 2015. And given the 17,000 SME transaction
customers in Q316, we think the customer count was on track to double again in
2016.

Management attributes Cogobuy's strong SME customer growth to IngDan.com,
which contributed the majority of SME customer acquisitions in 2016. In 9M16,
Cogobuy added 7,263 transaction customers, mirrored by the approximately 6,300
new projects registered on IngDan.com during the same period.

Figure 26: Cogobuy's transaction SME customer count
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How much could a standalone IngDan.com be worth?

Since IngDan.com is still at a relatively early stage in terms of monetisation and
operational disclosure is limited, we think it could be a hidden gem in Cogobuy's
overall valuation. As a reference, we estimate IngDan.com could be worth
Us$410-1,076m.

According to the company's Q415 results announcement in March 2016, Cogobuy
is considering seeking strategic investors for IngDan.com. We think any progress in
that regard could alleviate the cost burden to Cogobuy and help investors anchor
IngDan's potential value.

IngDan.com could be worth 20-
51% of Cogobuy's current market

cap
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Figure 27: IngDan.com potential valuation range
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SOTP valuation: direct sales and marketplace

We value IngDan.com using a SOTP methodology for its direct sales and
marketplace businesses, taking into consideration the distinct valuations the
market assigns to comparables from the two segments. According to Cogobuy,
about 50% of IngDan.com's GMV is from direct sales (purchase of IC components
and modules) and about 50% is from marketplace transactions.

We estimate IngDan.com's GMV will reach Rmb9bn in 2017, contributing 30% of
our estimated 2017 Cogobuy GMV of Rmb30bn, similar to IngDan.com's 29.5%
GMV contribution in Q316.

Figure 28: Cogobuy/IngDan.com GMV breakdown, 2017E

Non-IngDan GMV
70%

Marketplace
50%

IngDan
30%

Direct sales
50%

Source: Company data, UBS-S estimates

We base our valuations on IngDan.com's potential revenue and the P/S ratios of
listed comparable companies. We assume 100% of IngDan.com's direct sales GMV
would translate to revenue, similar to Cogobuy's direct sales segment. We expect
marketplace GMV to be monetised by charging a take rate on transaction volumes.
The 2% take rate is higher than Cogobuy's marketplace take rate of 1.5%, as

Direct sales: revenue = GMV
Marketplace: revenue = GMV x
take rate
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guided by management, but below eCommerce peers’ like Alibaba (UBS estimates

a take rate of about 3%).

Figure 29: IngDan.com SOTP valuation range

High-end 6,071 1.0x 882
Mid-end 4,532 0.9x 592
Low-end 3,204 0.8x 372

Source: UBS-S estimates
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Figure 30: IngDan.com direct sales revenue scenarios

Direct sale as % of total IngDan GMV
55%
4,406
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52% 3,204 3,605

IngDan 62% 3,415 3,842
GMV 72% 3,626 4,079
Growth 82% 3,836 4,316
92% 4,047 4,553

Note: Base case is in bold.
Source: UBS-S estimates

Figure 31: IngDan.com marketplace revenue scenarios
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Figure 32: IngDan.com valuation comparables

Price Market cap
Rating (LC) (US$ m)
Market Place
Ctrip Buy 47.51 23,643
Autohome Buy 32.81 3,718
Alibaba (CY) Buy 102.31 253,108
HC 360 Not Rated 6.42 825
Average 70,323
Direct Sales
Cogobuy Buy 10.76 2,053
JD.com Neutral 30.41 43,198
Average 22,625

Above data as of 7 March 2017.
Source: Thomason Reuters, UBS, UBS-S estimates
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1.1x 0.9x 0.7x  34.1% (291.2%)
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Cogobuy Group
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Our residual income model indicates the market might be only pricing in a low
contribution (50%) from long-term growth in Cogobuy's current valuation, below
the historical average, despite Cogobuy and IngDan.com having solidified their
market positions over the past few years and increasingly visible growth prospects.

Cogobuy's long-term growth potential can also seem undervalued when
compared with eCommerce peers like JD.com. While JD.com is at a much more
developed stage (over 20% market share in China’s home appliance retail market)
than Cogobuy (about a 2.5% market share in China’s online IC component
distribution market), the market is assigning notably more long-term growth to
JD.com than Cogobuy, while Cogobuy has more room for market share expansion.

Although growth in the IC sector has decelerated over the past few years,
Cogobuy has navigated faster-than-sector growth and has been gaining market
share, due to its advantages in the SME segment. Given China's fragmented IC
component distribution market, we expect Cogobuy to continue to gain market
share, especially in the SME segment, due to its: 1) competitive pricing; 2) superior
product and service quality (compared to smaller off-line distributors); and 3)
synergies with IngDan.com in new customer acquisition, especially from the loT
segment.

IngDan.com has passed the difficult initial stages of development and has
experienced exponential growth in GMV, number of projects and followers. Given
its leading position in China’s hardware innovation community and lack of direct
competition, we think the growth and monetisation prospects are increasingly
visible.

UBS-S Research

return

Market is pricing in less long-term
growth than before, despite
increasing visibility of growth
prospects

Long-term growth undervalued
compared to past and peers
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We view the stock's valuation as attractive, given it is trading at 23x 2017E PE,
close to its historical average, but with more visible growth prospects. This

Attractively valued compared to
peers, with increasing growth

valuation is also at a notable discount to its A-share and Hong Kong-listed  visibility
eCommerce and loT peers, though we expect Cogobuy to offer comparable
growth prospects (Figure 34). If we strip out our estimated valuation for
IngDan.com (US$410-1076m) from Cogobuy's market cap, Cogobuy is only
trading at about 11-18x 2017E PE, a wider gap to its already notable discount to
peers.
Given its relatively cheaper valuation, we think Cogobuy's solid growth potential
and IngDan.com's underlying value might not be priced in and a re-rating could lie
ahead, driven by continued earnings growth, progress in monetisation and/or the
introduction of strategic investors in IngDan.com. More participation from
mainland institutional investors in the Hong Kong market could also be a factor.
Figure 33: Forward PE band
45x
35x
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Source: UBS-S estimates

Peer valuations

Cogobuy is trading at a premium to its IC distributor peers, which we view is
reasonable, given its better fundamental prospects (2016-18E sales CAGR of 31%
vs peers at 3% and EPS CAGR of 21% vs peers at 6%).

Meanwhile, Cogobuy is at a noticeable discount to its eCommerce and IoT peers,
especially those listed in A-share, while offering comparable sales/EPS growth
potentials (Figure 34). Given mainland investors' increasing participation in Hong
Kong market, we think Cogobuy is well-positioned for a re-rating, for its visible
growth prospect and reasonable valuation.

+1 Std Dev
Mean

PE

-1 Std Dev
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Figure 34: PE/growth scatter plot of A- and H-share eCommerce and loT peers
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Figure 35: Valuation comparables

Reuters Price Mktcap 3-mo ADV PE P/BV EV/EBITDA ROE 16-18E CAGR Divyld
Company name code (LP) (US$m) (US$m) 2016E2017E 2018E 2016E 2016E 2017E 2018E  2016E Sales EPS 2016E
Cogobuy Group 0400.HK 10.76 2,053 23 29.2x  23.1x  18.6x 3.5x 229 16.3x  12.9x 16% 31% 22% 0.0%
IC distributor peers
Avnet Inc AVT.N 46.03 5,933 143  10.9x  14.0x 11.5x 1.1x 6.3x 7.4x 6.2x 9% -13% -3% 1.4%
WPG Holdings 3702.TW 38.80 2,160 7.1 10.0x 9.3x 8.7x 1.2x NA NA NA 14% 6% 10% 6.9%
Arrow Electronics ARW.N 73.77 6,560 140 11.1x  10.5x 9.8 1.3x 6.7x 75x 6.8  13% 3% 7% 0.0%
WT Microelectronics  3036.TW 45.50 693 3.7 10.2x 93x 82  1.1x NA NA NA  13% 17% 11% 6.3%
Average 3,837 9.8 10.5x 10.8x 9.5x 1.2x 6.5x 7.5x 6.5x  12% 3% 6% 3.7%
E-commerce peers
JD.com Inc D.0 30.41 43,198 217.2  222.4x  150.8x  47.4x 7.0x NA 120.0x  33.8x 3%  34% NA  0.0%
Alibaba Group BABA.N 102.31 253,108 1925  28.0x  28.8x 23.3x 49x  195x  23.6x  187x  21% 38% 26% 0.0%
Shanghai Ganglian ~ 300226.5Z 42.69 987 16.5 127.9x  57.7x 36.8x  63.6x NA NA NA  28% 79% NA  0.1%
Focus Technology 002315.52 62.29 1,061 7.7 100.6x  56.5x  32.2x 33x  1745x  54.0x NA 6% NA NA  0.2%
Zhejiang Netsun 002095.5Z 41.19 1,510 12.2 NA NA NA NA NA NA NA NA NA  NA NA
Timeless Software ~ 8028.HK 0.10 37 0.0 NA NA NA NA NA NA NA NA NA  NA NA
HC International 2280.HK 6.42 825 14 284x  19.0x  13.9x 1.9 9.0x  10.7x NA 7% 21% 76% NA
Average 42,961 639 101.5x 62.5x 30.7x 16.1x 67.7x 52.1x 263x 13% 43% 51% 0.1%
loT peers
United Electronics 002642.52 21.71 2,002 225 399 32.1x  29.1x 2.7x NA NA NA 9% 18% 25% 0.9%
Newland Computer  000997.5Z 18.74 2,550 23.8  389x 303x  24.1x 6.8x  27.9x  21.6x NA  18% 33% 21% 0.6%
Inesa Intelligent Tech 600602.SH 9.39 1,631 - 495x  37.6x 30.3x 3.4x NA NA NA 7% NA  NA 0.6%
Tatwah Smartech 002512.5Z 15.86 2,519 19.0 452x  33.0x NA  5.9x NA NA NA NA NA  NA 0.7%
Average 2,176 163 434x 33.2x 278x 4T7x 279x 21.6x NA  11% 25% 23% 0.7%

Above data as of 7 March 2017.
Source: Thomason Reuters, UBS, UBS-S estimates
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UBS-S versus consensus

We are more positive on the top line and gross margin in 2017 and 2018 than sell-
side consensus estimates, indicating the market may be underestimating the
strong growth potential of Cogobuy's SME segment. Meanwhile, we are more
conservative on EPS forecasts, acknowledging the potential higher SG&A expenses
from IngDan.com. If efforts to introduce strategic investors to IngDan.com are
successful, it would likely reduce the marketing burden for Cogobuy.

We highlight that Cogobuy is not well covered on the sell side, and therefore
consensus estimates might not be fully representative.

Figure 36: UBS-S estimates versus consensus

2016E 2017E 2018E
Rmb m UBS-S Consensus VS CONSensus UBS-S Consensus VS COnsensus UBS-S Consensus VS Consensus
Revenue 12,761 12,694 0.5% 16,697 16,404 1.8% 21,078 20,238 4.2%
Gross Profit 1,052 1,048 0.3% 1,390 1,362 2.1% 1,788 1,683 6.2%
GPM 8.2% 8.3% -2 bps 8.3% 8.3% 3 bps 8.5% 8.3% 17 bps
EBIT 620 601 3.1% 808 803 0.6% 1,024 1,024 0.0%
EBIT margin 4.9% 4.7% 12 bps 4.8% 4.9% -5 bps 4.9% 5.1% -20 bps
Net profit 501 475 5.3% 623 650 -4.2% 774 812 -4.7%
Net margin 3.9% 3.7% 18 bps 3.7% 4.0% -23 bps 3.7% 4.0% -34 bps
EPS (Rmb) 0.33 0.33 -0.4% 0.41 0.44 -6.0% 0.52 0.54 -5.4%
DPS (Rmb) - - NA - - NA NA
Above data as of 7 March 2017.
Source: Thomson Reuters, UBS-S estimates
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Cogobuy Group

UPSIDE / DOWNSIDE SPECTRUM

0400.HK Price HK510.76

Rmb

20.34 = y x Upside
-------- e 14.46 = 041 x 31.0x Base:
..... 9.63 = ).36 x 24.1% Downside: -
07 Mar +12 mo.
2015 2016 2017
Value drivers SME  SME avg annual Blue-chip  Blue-chip avg

growth growth growth growth
HK$20.34 upside 40% -6% 15% -8%
HK$14.46 base 35% -8% 12% -10%
HK$9.63 downside 30% -10% 9% -12%

Source: UBS-S estimates

Risk to the current share price is heavily skewed (8:1) to the upside

Cogobuy is trading at HK$10.76 (as of 7 March).

Upside (HK$20.34): In our upside scenario, we assume 40% growth in the
number of SME customers, from faster-than-expected growth from IngDan.com
that results in more customer referrals to Cogobuy. We assume the number of
blue-chip customers grows 15% YoY, as more blue-chip customers start to value
Cogobuy's expertise and experience in loT. We expect the decline in average
spending by SME and blue-chip customers to slow to 6% and 8%, respectively, as
Cogobuy gains more wallet share through its value-added services and supply-
chain financing. We also assume Cogobuy successfully introduces strategic
investors to IngDan.com and spins off a 30% stake, anchoring IngDan.com's
potential value and diluting cost burdens. Our upside 2017 EPS estimate is
HK$0.48. Assigning a 2017E PE of 38x, a slight premium to Cogobuy's A- and H-
share peers, we derive an upside valuation of HK$20.34/share.

Base (HK$14.46): In our base case, we assume 35% growth in the number of
SME customers, due to Cogobuy's competitive advantages in the segment and
synergies with IngDan.com. We assume the number of blue-chip customers grows
12% YoY, attracted by Cogobuy's extensive value-added services and access to
China's loT scene. We expect the average spending of SME and blue-chip
customers to decline 8% and 10%, respectively, as it will take time for new
customers to ramp up their spending on Cogobuy. In our base case, we expect no
progress in terms of introducing strategic investors to IngDan.com. Our base case
2017 EPS estimate is HK$0.41. Our three-stage DCF model results in a price target
of HK$14.46, which implies 31.2x 2017E PE.

Downside (HK$9.63): In our downside scenario, we assume 30% growth in the
number of SME customers, due to slower-than-expected growth at IngDan.com
and increased competition. We assume the number of blue-chip customers grows
9% YoY, as competitors offer more value-added services and generous payment
terms. We expect the decline in average spending by SME and blue-chip customers
to widen to 10% and 12%, respectively, due to weaker growth from loT and
traditional sectors like smartphones. We expect no progress on introducing
strategic investors to IngDan.com and higher marketing costs from IngDan.com

Introduction of
2017E customer spending customer spending strategic investors
to IngDan.com

UBS-S Research

return /[‘

Cogobuy is trading
at HK$10.76
(as of 7 March).
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(leading to slightly lower OPM). Our downside 2017 EPS estimate is HK$0.36.
Assigning a 2017E PE of 24x, near the historical mean, we derive a downside
valuation of HK$9.63/share.

Basis for price target

We derive our price target of HK$14.46 using a three-stage DCF methodology,
assuming a WACC of 9.8%. We believe Cogobuy's competitive advantages in the
SME segment and greater exposure to the rapidly expanding loT market will help it
enlarge its customer base, grow in a potentially subdued sector growth
environment and maintain strong improvement in its top line. We expect
profitability to steadily improve with more revenue contribution from SMEs and
further monetisation of the IngDan.com platform.

We believe IngDan.com is value accretive to the overall business through its
contribution of new customers to Cogobuy and exposure to the promising loT
market. A potential introduction of strategic investors could also provide upside
potential for the share price.

Our price target implies 35x PE on 2017E EPS, in line with Hong Kong and A-share
eCommerce and loT peers. But it is worth highlighting that our DCF valuation
incorporates the costs from the IngDan.com platform, but not its potential value,
indicating potential upside to our base case valuation, if IngDan.com's potential
value becomes more visible to investors.

Figure 37: Inputs for DCF valuation Figure 38: Valuation summary
Medium-term growth period 10 years Stage 1 DCF 1,186
Reinvestment rate 60.0% Stage 2 DCF 4,394
Medium-term ROIC 20.0% Stage 3 Terminal value 12,714
Medium-term growth rate 12.0% Non-core operations
Terminal growth rate 5.0% Total enterprise value 18,293
Terminal ROIC 15.0% Less:
Net debt 41
WACC derivation Minority interests (156)
Risk-free rate 4.1% NPV (Rmb m) 18,879
Equity risk premium 5.0% NPV (HKS$) 21,711
Beta 1.5 Shares outstanding 1,501
Cost of equity 11.4% Price target 14.46
Cost of debt 4.5%
Marginal tax rate 20.0% Currency
After tax cost of debt 3.6% Reporting Rmb
Debt/total capital 20.0% Trading HK$
WACC 9.8% Spot rate: HK$ per Rmb 1.15
Source: UBS-S estimates Source: UBS-S estimates
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Figure 39: Contributions to DCF-based enterprise value
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20

18

16

14

12

10

69% 0%

24%

6%

o N OB~ O

2017-21E 2022-32E Terminal JV income

Source: UBS-S estimates

Cogobuy’s businesses

Cogobuy is an eCommerce company that specialises in serving China's electronics
manufacturing industry. Its eCommerce platform distributes ICs and other
electronic components through direct sales and marketplace businesses. In
addition to distributing 1IC components, Cogobuy also provides supply-chain
financing and pre- and after-sale services.

Cogobuy also runs IngDan.com, which is China's largest hardware innovation
platform by the number of registered projects, according to the company.
IngDan.com is a platform that connects hardware innovators with various parties
along the supply chain and seeks to provide one-stop supply chain services to
innovators.

Figure 40: Value chain of the electronics component sector

 Blue-chip suppliers e Traditional offline distributors: ® Blue chip manufacturers
* Intel, Samsung, SanDisk etc Avnet, Arrow Electronics, WPG etc e Apple, Haier, BYD etc
e SME suppliers * Online distributors: Cogobuy, e SME manufacturers, such as loT
Alibaba etc entrepreneurs

e Direct sales between large supplies
and manufacturers

e Smaller distributors

Source: UBS-S
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Figure 41: Cogobuy's business model

Supply chain
financing

Source: Company data

Direct sales

In the direct sales segment of the Cogobuy platform Cogobuy acts as an IC
component distributor: it purchases inventory from IC manufacturers and then
distributes the products to downstream electronics manufacturers with mark-ups.
In 9M 16, direct sales contributed about 99% of Cogobuy's revenue.

Major customers

Cogobuy divides its customers into two categories: blue-chip customers and SMEs.
Customers with annual revenue of Rmb400m or above are blue-chip customers,
and the rest are SME customers.

Cogobuy's blue-chip customers include BYD, TCL and Hikvision. Blue-chip
customers tend to have stronger bargaining power. According to the company,
Cogobuy offers competitive pricing (about a 5% mark-up) to blue-chip customers,
similar to that offered by traditional offline distributors, but with longer payment
terms (about 90 days) and additional value-added services (supply-chain services,
market updates, etc).

Cogobuy's SME customers mainly consist of electronic hardware entrepreneurs
and smaller ODMs and OEMs. According to Cogobuy, it can usually charge SME
customers a mark-up of about 10%.

Mark-up of about 5% for blue-
chip customers

Mark-up of about 10% for SME
customers
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Figure 42: Cogobuy’s customer base
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Figure 43: Customer's average annual spending trend
SME avg annual Blue-chip avg
spending (Rmb k) annual spending
(Rmb m)
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Source: Company data, UBS-S estimates

Competitive landscape

The competition in the blue-chip segment is relatively intense. Major competitors
include leading global offline IC distributors such as WPG, WT Microelectronics
and Avnet as well as IC component manufacturers with in-house sales forces. The
margin in this segment is relatively subdued—major players in APAC (including
Cogobuy) have GPMs of about 5%.

Cogobuy has been gaining market share in the blue-chip segment by offering
competitive payment terms and value-added services in areas such as supply-chain
management and updates on market trends.
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Competition in the SME segment is less intense for Cogobuy. Major competitors in
the segment include the online operations of traditional leading offline distributors
and eCommerce platforms like Alibaba. The former are more geared towards
serving global SMEs, while Cogobuy is more localised to the Chinese SME market,
especially with IngDan.com's strong presence in China's electronic hardware
entrepreneur community.

Regarding competition with traditional eCommerce platforms, we believe the
required expertise in electronics manufacturing and FAE support are natural entry
barriers. We therefore expect the IC distribution segment to remain a niche market
dominated by dedicated suppliers such as Cogobuy. In addition, Cogobuy's “no-
fake” promise is an attractive feature to SMEs seeking quality IC components.

Marketplace

In addition to its self-run direct sales business, Cogobuy opens its eCommerce
platform to IC component manufacturers and vendors (similar to taobao.com).
Cogobuy generally charges a take rate of about 1.5% on the GMV of marketplace
transactions.

Supply-chain financing

Cogobuy also provides supply-chain financing to its SME customers, which can
only be used for procurement on Cogobuy's platform (the credit deployed cannot
be used outside Cogobuy's platform, for example, it cannot be used for payroll
purposes). The credit terms are usually 90 days at a 6-12% annualised interest
rate. According to the company, this is similar to the usual SME borrowing rate at
commercial banks, but the credit approval process is much faster at Cogobuy.
Cogobuy indicates it borrows from banks at interest rates of 2-3% to finance the
supply-chain financing business.

IngDan.com

Launched by Cogobuy in September 2013, IngDan.com is a platform that connects
hardware entrepreneurs and China-based supply-chain resources (component
manufacturers and distributors, accounting service providers, etc). IngDan.com
generates revenue by charging a commission on the transactions on its platform.
IngDan.com also offers B2C channels to hardware entrepreneurs, mainly by
referring their products to eCommerce platforms such as JD.com.

As of September 2016, IngDan.com had over 16,000 registered loT intelligent
hardware innovative projects (up about 119% YoY), making it China's largest loT
innovation platform, according to management. In Q316, IngDan.com contributed
29.5% of Cogobuy's total GMV

Less competition for Cogobuy in

the SME segment

Take rate of about 1.5% on
marketplace transactions

Cogobuy profits from the 4-9ppt
interest spread in its supply-chain

financing business
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Figure 44: IngDan.com's B2B2C business model
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Source: Company data

Competitive landscape

We believe IngDan.com has no direct competitors in China due to its unique
business model. Its focus on connecting supply-chain resources on the B2B side
differentiates it from entrepreneur platforms established by the likes of Alibaba
and JD.com, which are more geared towards crowdfunding and providing B2C
channels.

Company ownership

Figure 45: Shareholding structure, as of 7 March 2017

Mr Jeffrey Kang Ms Yao Yi*

100% 100%

Envision Global Total Dynamic

47% 14%

Cogobuy

*Ms Yao Yi is the wife of Mr Feng Li and the sole shareholder of Shenzhen Cogobuy Information Technologies,
a subsidiary of Cogobuy, by contractual arrangements.
Source: Bloomberg, company data
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Key executives

* Founder/Chairman/CEO: Cogobuy’s founder, Mr Jeffrey Jingwei Kang, has
extensive experience in China’s internet industry and the electronic components
market. He has worked in China’s electronics manufacturing supply chain for
more than 18 years. Prior to founding Cogobuy in 2002, Mr Kang founded the
predecessor of NASDAQ-listed company Viewtran and the Comtech Group, to
act as a distribution channel for the sale of electronic components in China. Mr
Kang received his bachelor's degree in engineering from South China
Technology University in Guangzhou, China.

= Senior Vice-president/Director of eCommerce platform: Mr Feng Li is the
senior vice president of the company and is primarily responsible for
development of Cogobuy.com. Mr Li was the COO of Viewtran from 2002 to
2006. Prior to that, he was a project director for Shanghai Siemens and
Informix Software. Mr Li has a Bachelor of Science degree from Tsinghua
University, China and a Master of Science degree from Marquette University in
the United States.

= CIO: Ms Hope Hong Ni is the Chief Investment Officer and an Executive
Director of Cogobuy, responsible for heading the company’s capital market
activities and investment initiatives. She previously served as the CFO and
Director of Viewtran from 2004 to 2008 and subsequently served as its vice
chairman until early 2009. Prior to that, Ms Ni worked at Skadden, Arps, Slate,
Meagher & Flom LLP in New York and Hong Kong, and at Merrill Lynch’s
investment banking division in New York. Ms Ni obtained her Juris Doctor
degree from the University of Pennsylvania Law School and her bachelor’s
degree in applied economics and business management from Cornell
University.

= CFO: Mr Allen Lun Cheung Wu is the CFO and company secretary. He is also in
charge of investor relations communications. A certified public accountant
(Hong Kong and the US), Mr Wu has more than 15 years' experience in
commercial consulting and auditing. He was the vice president of finance of
Viewtran from 2003 to 2013. Prior to that, Mr Wu worked at
PricewaterhouseCoopers from 1997 to 2003. He graduated from The Hong
Kong University of Science & Technology with a bachelor of business
administration degree.
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Cogobuy Group

COMPANY DESCRIPTION

Cogobuy Group (Cogobuy) is the largest transaction-based
eCommerce platform for integrated circuits (IC) and other
electronic components in China by gross merchandise
value (GMV). It provides online and offline services to blue-
chip and small/medium enterprise customers in China
through its online direct sales platform, online marketplace
and a dedicated offline team. Its customers are electronic
manufacturers of mainly mobile devices, consumer
electronics, medical devices, automotive components,
telecommunication, and industrial control systems.

Industry outlook

While overall semi-conductor sales growth could be
subdued in the next few years, we believe transitions
within the sector will create new opportunities. Gartner
forecasts a 2016-18 global loT shipment CAGR of about
35%, against the backdrop of a forecast CAGR of about
4% in total semi-conductor sales. In addition, development
of auto-piloting and electric vehicles, as well as smart
devices could also present new sector demands. This could
lead to increasing demand from SMEs, which are usually
major participants in innovations. This in turn would be
likely to benefit distributors like Cogobuy that are more
geared towards serving this segment.

Revenue by segment, 2015

Direct sales -
SME
52.6%

Source: Company data, UBS-S estimates

Marektplace
0.5%

Supply chain
financing
0.2%

Gross profit by segment, 2015

Direct sales -

SME
63.6%

Source: Company data, UBS-S estimates
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6.0%
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1.4%

UBS-S Research

return

Direct sales -

Blue chip
46.7%

Direct sales -

Blue chip
29.0%
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Cogobuy Group (0400.HK)

Income statement (Rmbm) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E
Revenues 2,417 6,848 9,453 12,764 35.0 16,824 31.8 21,245 26,140 31,156
Gross profit 202 533 765 1,052 37.5 1,402 33.3 1,803 2,250 2,711
EBITDA (UBS) 132 276 468 635 35.7 831 30.7 1,049 1,287 1,512
Depreciation & amortisation 9) (8) (15) (15) 1.8 (16) 6.1 17) 17) (4)
EBIT (UBS) 123 268 453 620 36.8 815 31.3 1,033 1,270 1,508
Associates & investment income 0 0 0 0 - 0 - 0 0 0
Other non-operating income 0 0 0 0 - 0 - 0 0 0
Net interest (20) (31 (30) (53) -76.7 (64) -20.0 (64) (64) (64)
Exceptionals (incl goodwill) 0 0 0 0 - 0 - 0 0 0
Profit before tax 102 237 423 567 339 751 324 969 1,206 1,445
Tax (16) (27) (57) (85) -49.6 (120) -41.2 (174) (217) (260)
Profit after tax 87 210 366 482 31.5 631 308 794 989 1,185
Preference dividends and Minorities 4) (16) (24) (33) -38.4 (43) -30.8 (54) (67) (80)
Extraordinary items 0 0 0 0 - 0 - 0 0 0
Net earnings (local GAAP) 82 194 343 449 31.0 588 30.8 741 922 1,104
Net earnings (UBS) 82 267 386 501 29.7 628 254 781 962 1,144
Tax rate (%) 15.5 1.4 134 15.0 11.7 16.0 6.7 18.0 18.0 18.0
Per share (Rmb) 12/13 12/14 12/15 12/16E % ch 1217 % ch 12/18E 12/19E 12/20E
EPS (UBS, diluted) 0.09 0.23 0.29 0.33 15.8 0.41 254 0.51 0.63 0.75
EPS (local GAAP, diluted) 0.09 0.17 0.25 0.30 17.1 0.39 30.8 0.49 0.61 0.73
EPS (UBS, basic) 0.09 0.23 0.29 0.33 15.2 0.42 254 0.52 0.64 0.76
Net DPS (Rmb) 0.00 0.00 0.00 0.00 - 0.00 - 0.00 0.00 0.00
Book value per share 0.35 1.37 1.40 2.79 99.0 3.20 14.7 3.71 4.34 5.10
Average shares (diluted) 917.50 1,170.51 1,355.24 1,516.87 11.9 1,516.87 0.0 1,516.87 1,516.87 1,516.87
Balance sheet (Rmbm) 12/13 12/14 12/15 12/16E % ch 1217 % ch 12/18E 12/19E 12/20E
Cash and equivalents 282 1,223 1,024 2,885 181.6 2,867 -0.6 2,981 3,210 3,613
Other current assets 1,239 2,212 3,574 4,266 19.4 5,267 23.5 6,327 7,504 8,713
Total current assets 1,521 3,434 4,598 7,151 555 8,134 13.8 9,309 10,715 12,326
Net tangible fixed assets 1 2 6 9 66.0 12 29.9 14 16 17
Net intangible fixed assets 185 178 248 234 -5.6 220 -5.9 206 193 193
Investments / other assets 1 15 115 115 0.0 115 0.0 115 115 115
Total assets 1,708 3,629 4,967 7,509 51.2 8,482 13.0 9,645 11,038 12,651
Trade payables & other ST liabilities 449 604 839 1,086 29.4 1,402 29.1 1,744 2,123 2,510
Short term debt 0 0 0 0 - 0 - 0 0 0
Total current liabilities 449 604 839 1,086 294 1,402 29.1 1,744 2,123 2,510
Long term debt 929 1,411 2,126 2,126 0.0 2,126 0.0 2,126 2,126 2,126
Other long term liabilities 0 0 0 0 - 0 - 0 0 0
Preferred shares 0 0 0 0 - 0 - 0 0 0
Total liabilities (incl pref shares) 1,379 2,015 2,965 3,212 83 3,528 9.8 3,870 4,248 4,636
Common s/h equity 325 1,592 1,921 4,184 117.8 4,798 14.7 5,565 6,513 7,658
Minority interests 4 22 80 113 40.7 156 37.8 210 277 357
Total liabilities & equity 1,708 3,629 4,967 7,509 51.2 8,482 13.0 9,645 11,038 12,651
Cash flow (Rmbm) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E
Net income (before pref divs) 82 194 343 449 31.0 588 30.8 741 922 1,104
Depreciation & amortisation 9 8 15 15 1.8 16 6.1 17 17 4
Net change in working capital (144) (78) (127) (494) -288.1 (752) -52.2 (803) (903) (946)
Other operating 26 107 119 150 26.0 171 13.7 200 232 277
Operating cash flow (26) 232 350 120 -65.6 23 -81.3 154 268 440
Tangible capital expenditure 0 (1 (5) (5) 0.0 (5) 0.0 (5) (5) (5)
Intangible capital expenditure 0 0 0 0 - 0 - 0 0 0
Net (acquisitions) / disposals 1 (14) (6) 0 - 0 - 0 0 0
Other investing (184) (503) (574) 23 - 29 - 29 30 32
Investing cash flow (184) (518) (585) 17 - 24 35.6 24 25 27
Equity dividends paid 0 0 0 0 - 0 - 0 0 0
Share issues / (buybacks) 0 1,046 (89) 1,776 - 0 - 0 0 0
Other financing 441 173 94 (53) - (64) -20.00 (64) (64) (64)
Change in debt & pref shares 0 0 0 0 - 0 - 0 0 0
Financing cash flow 441 1,219 5 1,723 NM (64) - (64) (64) (64)
Cash flow inc/(dec) in cash 232 933 (230) 1,861 - (18) - 114 229 403
FX / non cash items (3) 8 31 0 - 0 - 0 0 0
Balance sheet inc/(dec) in cash 229 941 (198) 1,861 - (18) - 114 229 403
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Cogobuy Group (0400.HK)

Valuation (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
P/E (local GAAP, diluted) - - 26.6 325 24.7 19.6 15.7 131
P/E (UBS, diluted) - - 23.6 29.2 23.1 18.6 15.1 12.7
P/CEPS - - 22.4 28.0 22.3 18.0 14.7 12.5
Equity FCF (UBS) yield % - - 3.6 0.8 0.1 1.1 1.9 3.1
Net dividend yield (%) - - 0.0 0.0 0.0 0.0 0.0 0.0
P/BV x - - 4.8 3.5 3.0 2.6 2.2 1.9
EV/revenues (core) - - 1.1 1.1 0.8 0.6 0.5 0.4
EV/EBITDA (core) - - 21.9 22.9 16.4 13.0 10.6 9.1
EV/EBIT (core) - - 22.6 23.5 16.7 13.2 10.8 9.1
EV/OpFCF (core) - - 26.3 NM NM 215 16.7 13.3
EV/op. invested capital - - 4.2 4.4 3.5 3.0 2.6 2.2
Enterprise value (Rmbm) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Market cap. - - 9,540 14,289 14,180 14,180 14,180 14,180
Net debt (cash) 520 418 645 171 (750) (798) (798) (798)
Buy out of minorities 4 22 80 113 156 210 277 357
Pension provisions/other 0 0 0 0 0 0 0 0
Total enterprise value - - 10,265 14,573 13,586 13,592 13,659 13,739
Non core assets 0 0 0 0 0 0 0 0
Core enterprise value - - 10,265 14,573 13,586 13,592 13,659 13,739
Growth (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Revenue 541 183.3 38.0 35.0 31.8 26.3 23.0 19.2
EBITDA (UBS) 155.0 109.1 69.6 35.7 30.7 26.3 22.7 17.5
EBIT (UBS) 138.2 118.7 69.1 36.8 31.3 26.8 23.0 18.8
EPS (UBS, diluted) -97.4 154.9 24.9 15.8 254 24.3 23.3 18.9
Net DPS - - - - - - - -
Margins & Profitability (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Gross profit margin 8.4 7.8 8.1 8.2 8.3 8.5 8.6 8.7
EBITDA margin 5.5 4.0 5.0 5.0 4.9 4.9 4.9 4.9
EBIT margin 5.1 3.9 4.8 4.9 4.8 4.9 4.9 4.8
Net earnings (UBS) margin 3.4 3.9 4.1 3.9 3.7 3.7 3.7 3.7
ROIC (EBIT) 17.3 19.3 18.5 18.7 21.0 22.6 239 24.7
ROIC post tax 14.6 17.1 16.0 15.9 17.7 18.5 19.6 20.2
ROE (UBS) 44.0 27.9 22.0 16.4 14.0 15.1 15.9 16.2
Capital structure & Coverage (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Net debt / EBITDA 4.9 0.7 2.4 (1.2) (0.9) (0.8) (0.8) (1.0)
Net debt / total equity % 196.8 1.7 55.0 (17.7) (15.0) (14.8) (16.0) (18.6)
Net debt / (net debt + total equity) % 66.3 10.5 35.5 (21.4) (17.6) (17.4) (19.0) (22.8)
Net debt/EV % - - 10.7 (5.2) (5.5) (6.3) (7.9) (10.8)
Capex / depreciation % 3.1 10.8 34.6 33.9 32.0 30.6 29.7 129.8
Capex / revenue % 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
EBIT / net interest 6.1 8.6 15.1 11.7 12.8 16.2 19.9 23.7
Dividend cover (UBS) - - - - - - - -
Div. payout ratio (UBS) % - - - - - - - -
Revenues by division (Rmbm) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Direct sales - SME 1,055 3,048 4,971 7,946 11,647 15,414 19,631 24,025
Direct sales - Blue chip 1,337 3,771 4,419 4,707 5,005 5,605 6,221 6,781
Marketplace 25 27 46 92 144 191 242 296
Supply chain financing 0 2 18 19 28 36 45 54
Others 0 0 0 0 0 0 0 0
Total 2,417 6,848 9,453 12,764 16,824 21,245 26,140 31,156
EBIT (UBS) by division (Rmbm) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Others 123 268 453 620 815 1,033 1,270 1,508
Total 123 268 453 620 815 1,033 1,270 1,508
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Forecast returns
Forecast price appreciation
Forecast dividend yield
Forecast stock return
Market return assumption

Forecast excess return

Valuation Method and Risk Statement

We derive our price target using a three-stage DCF model.

+34.4%
0.0%
+34.4%
9.4%

+25.0%

We believe Cogobuy faces risks including inventory and accounts receivable risks;
competition from offline IC distributors and other e-commerce peers; slower-than
expected monetisation progress of IngDan.com; potential risk related to its M&A
activities (mentioned in announcements); and a possible slowdown in global

demand for technology products.
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Required Disclosures

This report has been prepared by UBS Securities Co. Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical
performance information; and certain additional disclosures concerning UBS research recommendations, please visit
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was
finalized on: 08 March 2017 07:49 AM GMT.

Analyst Certification: Each research analyst primarily responsible for the content of this research report, in whole or in
part, certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner,
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the research report.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage!' IB Services?
Buy FSR is > 6% above the MRA. 45% 29%
Neutral FSR is between -6% and 6% of the MRA. 39% 27%
Sell FSRis > 6% below the MRA. 15% 16%
Short-Term Rating Definition Coverage’® IB Services*
Buy Stock price expected to rise within three months from the time <1% <1%
the rating was assigned because of a specific catalyst or event.
Sell Stock price expected to fall within three months from the time <1% <1%

the rating was assigned because of a specific catalyst or event.

Source: UBS. Rating allocations are as of 31 December 2016.

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided
within the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

KEY DEFINITIONS: Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend
yield over the next 12 months. Market Return Assumption (MRA) is defined as the one-year local market interest rate
plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually
in response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment
case. Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and definitions are: Buy: Positive
on factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure,
management, performance record, discount; Sell: Negative on factors such as structure, management, performance
record, discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the
relevant research piece.
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Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate

contributing to this report, if any, follows.
UBS Securities Co. Limited: Edwin Chen, CFA; Felix Liu.
Company Disclosures

Company Name Reuters 12-month rating Short-term rating Price Price date
Cogobuy Group 0400.HK Not Rated N/A HK$10.76 07 Mar 2017

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock

pricing date

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk,
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research.
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Global Disclaimer

This document has been prepared by UBS Securities Co. Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS.

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a "System"). It may also be made available through third party
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vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and
investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal
and regulatory constraints.

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo.

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of
use governing the applicable System.

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's
Terms of Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http:/www.ubs.com/global/en/homepage/cookies/cookie-
management.html).

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document ("the Information"), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation
have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising
out of the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the
Information be used for any of the following purposes:

(i) valuation or accounting purposes;
(i) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management, which will also have sole discretion on the
timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation
to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings
history etc. as required by the Market Abuse Regulation, can be found on NEO. Different assumptions could result in materially different results.

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering,
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the
revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority.  France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR
(Autorité de Controle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this
document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and
UBS Europe SE. UBS Europe SE is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS
Limited and UBS Securities Espana SV, SA. UBS Securities Espana SV, SA is regulated by the Comision Nacional del Mercado de Valores (CNMV). Turkey: Distributed

Initiation of Coverage: Cogobuy Group 8 March 2017 &% UBS ma 39



by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and
services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering
material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the
prior approval of the Capital Market Board. However, according to article 15 (d) (i) of the Decree No. 32, there is no restriction on the purchase or sale of the securities
abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish
Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the
document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS
Bank (O00). Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory
Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Limited, Italy Branch. Where an analyst of UBS Limited, Italy Branch has
contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch. South Africa: Distributed by UBS South Africa (Pty)
Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by
UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside
Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may
engage among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may
prefer various Financial Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be
considered as investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the
meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by
UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at
Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi
closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers,
P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business
under license number 08113-37.  Dubai: The information distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further
distribution within the United Arab Emirates. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of
UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’ ) to major US institutional investors only. UBS
Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by
UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities
LLC or UBS Financial Services Inc., and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person
within the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of the Municipal Advisor Rule. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in
Canada and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt
from registration. Mexico: This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS
Grupo Financiero, S.A. de C.V. and is an affiliate of UBS AG. This document is intended for distribution to institutional or sophisticated investors only. Research reports
only reflect the views of the analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa,
S.A. de C.V., UBS Grupo Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable
disclosures, please see www.ubs.com/disclosures. Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are
eligible investors residing in Brazil, which are considered to be: (i) financial institutions, (i) insurance firms and investment capital companies, (iii) supplementary pension
entities, (iv) entities that hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi)
securities portfolio managers and securities consultants duly authorized by Comissdo de Valores Mobilidrios (CVM), regarding their own investments, and (vii) social
security systems created by the Federal Government, States, and Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong
Branch. Singapore: Distributed by UBS Securities Pte. Ltd. [MCI (P) 007/09/2016 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS
Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under
the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of
Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent and warrant that they are
accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to professional
investors (except as otherwise permitted). Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author,
publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to foreign exchange
and other banking businesses when relevant. ~ Australia: Clients of UBS AG: Distributed by UBS AG (Holder of Australian Financial Services License No. 231087).
Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). This Document contains
general information and/or general advice only and does not constitute personal financial product advice. As such, the Information in this document has been prepared
without taking into account any investor’'s objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness
of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the acquisition, or potential
acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be
required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the
product. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg. New Zealand: Distributed by UBS New Zealand
Ltd. UBS New Zealand Ltd is not a registered bank in New Zealand. The information and recommendations in this publication are provided for general information
purposes only. To the extent that any such information or recommendations constitute financial advice, they do not take into account any person’s particular financial
situation or goals. We recommend that recipients seek advice specific to their circumstances from their financial advisor. Korea: Distributed in Korea by UBS Securities
Pte. Ltd., Seoul Branch. This document may have been edited or contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This
material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License No.: CMSL/A0063/2007). This material is
intended for professional/institutional clients only and not for distribution to any retail clients. India: Distributed by UBS Securities India Private Ltd. (Corporate Identity
Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It
provides brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, NSE (Currency
Derivatives Segment) INE230951431, BSE (Capital Market Segment) INB0O10951437; merchant banking services bearing SEBI Registration Number: INM0O00010809 and
Research Analyst services bearing SEBI Registration Number: INHO00001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the subject
Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-investment banking securities-
related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have been a client/clients of UBS AG, its
affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment banking and/or non-investment
banking securities-related services and/or non-securities services. With regard to information on associates, please refer to the Annual Report at:
http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.html

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property
rights. © UBS 2017. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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