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Prime Number Weekly Market View:

US and global markets were roiled last week as investors weighed rising inflation, expected Fed rate hikes, quarterly earnings, the ongoing pandemic,
and heightened concerns about a Russian invasion of Ukraine after warnings from the US government. For the week, the Dow booked a gain of
0.8%, the S&P 500 index climbed 1.3% and the Nasdaq finished up 0.01% higher. Despite the slight gains, the Dow and S&P 500 are on track for
their worst months since March 2020, and the Nasdaq is on pace for its worst month since October 2008. The 2- and 10-year treasury yields hit
their highest levels in years at the end of last week, following a surprisingly high inflation in January. Oil prices also rose to new highs to reflect
the geo-political risks to oil supply.

Former German Central Bank President Karl Otto Pohl has compared inflation to toothpaste: Once out of the tube, it is difficult to put back. As
policymakers, citizens and investors are all about to find out, it also makes quite a mess. Preserving capital and purchasing power will be challenging
for investors. In an inflationary environment, a focus on real assets and emerging markets may prove to be the best strategy. In the US equity market
the only sector that has risen year-to-date is energy (XLE is up over 24%). Policy makers face a difficult choice — most policy tools focus on
managing the demand side of the economy, but the current inflationary pressures are also being driven by problems on the supply-side, which is a
much longer-term process to change.

Bill Miller, a widely followed value investor and CIO of Miller Value Partners, argued that Alibaba provides an attractive value bet given its growth
prospects and the way its shares have been beaten down by Chinese regulatory worries. In the middle of last week Softbank said it was not (contrary
to rumors) planning to sell its stake in Alibaba. Alibaba’s earnings release this month will be a bellwether for the Chinese e-commerce sector and
the overall Chinese stock market. Alibaba will announce results before the US market open on February 24%™.

The US Commerce Department added 33 companies to an unverified/red flag list on Tuesday, including Wuxi Biologics. The company’s addition
to the list weighed on its shares and the health care sector all week. Again, this reaction looks overdone to me as the stock has lost -29% over the
last three trading sessions. The company is likely to be removed from this list eventually. Investors appear to be exhibiting a shoot first, ask
questions later mentality. The stock is off -61% from its high on June 28™ as concerns that China’s national drug procurement program will be
expanded and high valuation stocks broadly have been hit by the growth to value rotation. The stock, which is expected to grow revenues +45%
this year, has been a professional investor favorite due to the company’s strong reputation, though it has been a crowded trade.

— Michael Longthorne, Co-CEO of Prime Number Capital

Prime Number Weekly Recap:

e US inflation reached 40-year high with CPI jumped by 7.5% Y/Y in January. Investors are now expecting more aggressive rate hikes. Goldman
Sachs forecasted 7 times of 25bps rate hikes, and Deutsch Bank thinks that it could see a 50bps hike. The 10-year treasury yield hit over 2%
last week.

e Nvidia and Softbank announced to terminate the $40B acquisition of Arm by Nvidia due to regulatory challenges. Softbank plans to pursue
public listing for Arm. (WSJ)

e AMD’s $35B acquisition of FPGA maker Xilinx received all regulatory approvals. The deal is set to close on February 14. (CRN)

e  Meta Platforms issued warning in its annual report that it may be forced to shutdown Facebook and Instagram in Europe if a new transatlantic
data transfer framework is not adopted, and it is unable to transfer EU citizens’ user data to US servers. (CNBC)

e  Pfizer’s Paxlovid received approval in both China and Japan last week. It was approved by the US FDA in December 2021. Paxlovid’s in
vitro test data shows that it is effective to all COVID variants including Omicron. (Pfizer)

e InJanuary, China total social financing rose to RMB 6.17T, and new bank loan reached RMB 3.98T. Both hit record high. M2 money supply
increased by 9.8%. The country’s fiscal and monetary stimulus is starting to flow through the economy, especially into infrastructure,
manufacturing, and financing sectors. (Wallstreetcn.com)

e  Xiaomi CEO Jun Lei announced that the company has set a roadmap to go upmarket. It has put together a strategical upmarket team and
targets to become the No.1 seller of high-end smartphones in China in three years. (Sina)

e Softbank clarified that it had no plan to sell Alibaba shares after analysts’ speculation. (Reuters)


https://www.marketwatch.com/story/when-to-stop-investing-in-the-stock-market-wild-price-swings-are-shaking-the-resolve-of-some-is-it-time-to-bail-out-of-equities-and-bonds-11643486328?mod=home-page&mod=article_inline
https://www.wsj.com/articles/nvidia-softbank-call-off-blockbuster-arm-deal-11644297283
https://www.crn.com/news/components-peripherals/amd-s-35b-xilinx-deal-set-to-close-after-getting-last-ok
https://www.cnbc.com/2022/02/07/meta-threatens-to-shut-down-facebook-and-instagram-in-europe.html
https://www.pfizer.com/news/press-release/press-release-detail/pfizer-shares-vitro-efficacy-novel-covid-19-oral-treatment
https://wallstreetcn.com/articles/3651741
https://finance.sina.com.cn/tech/2022-02-09/doc-ikyakumy4961850.shtml
https://www.reuters.com/business/softbank-says-alibaba-additional-ads-registration-not-tied-any-specific-future-2022-02-09/
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Prime Number Weekly Market Comment:

BES. MEFERE. BEEEHR. 23IFR. REFSMHERILEZERNESKETRESRIFsNS. L& Dow Jones F5%k 0.8%,
S&P 500 FE £ 1.3%, Nasdaq F5%05K 0.01%, A, FEB—/ B2 Dow Jones F1 S&P 500 35418 2020 &£ 3 B3 AR FTRM mEHN—
B, FH=2 Nasdagq #5418 2008 £ 10 B MREREMN—NA. £E 2 £ 10 FHERKE X L EKE — B B THENBKEIEX —X
KigEFH. B, BRNEEEDHZBCERETE T HERNTS.

BIfEERITEE Karl Otto PohIA MBI R T BE——EE#Ff iR, BREFEREETE. BMTAASBEKNZFTRREERE
HREE. JNOBRHIEENELAR—DER ASEEINNBRIEFEIERAELFNBRN, ESTHEKENERE TH
. MYHAMNIEFTEERNBS. BIMAESEKINEE, TETAHSMHHNTH I HWRIENARRE. £XRTH,
BEVRRME—— T DR EAKAIARER (XLE 3K 24%) .

Miller Value Partner f9& E%H & Bill Miller AR EEEZ—NEEBFRS| HHONMER TR, HEKas @, BRNEFEBEEX
Rk, FA—FEESHRBRURHEETFHHEEEMNERN, BERERETIA. MEEEKE 28 24 BEFAHSR, HRIKE
PEZFHRTHENR.

EEBLAE 33 RPEIGERINE RERLRE, EhEFEMTIANRECVAREY, SBTEEHIRRAK. HPREY LA
BB 31%. AEBAVAATHRNLE, ARENPABESBEMN RERLRE LBR. b BATEEHAERT KURTHRE,
HPREYIRNEELN 1B 8BNS R TEKT 61%.

— & AR Co-CEO Michael Longthorne

Prime Number Weekly Recap:

o XE—AMCPIELLIZINT 7.5%, X 40 FRBIKES. RAZNXMITHIF —KIZE. Goldman Sachs LIFFRERIA K KE
SERHIT 7R 25 MR SIS . Deutsch Bank INA=BHEINE 50 MRS, EEXE 10 FHEMRKEE EHKE T E 2%,

e Nvidia #1 Softbank % 3= 75 BAFRE S & I EB45 4% 1E Nvidia X Arm B9, Softbank 31513 5kiF Arm E77, (WSJ)
e AMD Xf FPGA &= Xilinx (YL E LHE T £MEEHE, KE2 A 14 HEMEXH. (CRN)

o HEEEMINEESHNEZERMNBABEREBEXERSSHTEE. Meta Platform ZEHFRPEERE LENE RFEF
BIR BT IER, HUsERearuiitXF1t. (CNBC)

o fEIRAY Paxlovid b E&EREMBE ARG, 2257 2021 F 12 A %E FDA BT . IEETHAIMAIEEHRER A Paxlovid X BIE R &5
FAERRHTE L FE T XL, (Pfizer)

o FE—BMMRIAET 617 HIZART, ¥IERFIART 3987512, HWRIHEHS. —BH M2 M HL4AIEK 9.8%, PEMZMN
BURIEAEFRRIAE T, LHRARRE. HiE. £pJus. (Wallstreetcn.com)

o NKCEOFBEEMATCELPH T SimiHaEER $EXNARSHIKREIIER. K RfAREEEARiPhone, FEUE
=FRETPESHFIRIE—. (Sina)

o HEMENRESTBHEMNEEEKRZEMITR . (Reuters)



https://www.marketwatch.com/story/when-to-stop-investing-in-the-stock-market-wild-price-swings-are-shaking-the-resolve-of-some-is-it-time-to-bail-out-of-equities-and-bonds-11643486328?mod=home-page&mod=article_inline
https://www.wsj.com/articles/nvidia-softbank-call-off-blockbuster-arm-deal-11644297283
https://www.crn.com/news/components-peripherals/amd-s-35b-xilinx-deal-set-to-close-after-getting-last-ok
https://www.cnbc.com/2022/02/07/meta-threatens-to-shut-down-facebook-and-instagram-in-europe.html
https://www.pfizer.com/news/press-release/press-release-detail/pfizer-shares-vitro-efficacy-novel-covid-19-oral-treatment
https://wallstreetcn.com/articles/3651741
https://finance.sina.com.cn/tech/2022-02-09/doc-ikyakumy4961850.shtml
https://www.reuters.com/business/softbank-says-alibaba-additional-ads-registration-not-tied-any-specific-future-2022-02-09/
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Project C
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Company in China
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2 MEET OUR EXPERTS

Yang Pu, CFA, MBA

Q @ Xiaoyan Jiang @ Michael Longthorne
ol Founder and CEO K Co-CEO

cesearcn

= Vast experience with US and HK listings * Global financial markets executive = 6 years of equity research experience
« Former Head of US Asia Multinational Banking Founding member of Mizuho Securities USA = Mainly covering US/China TMT industry
and Asia Pacific Head of Real Estate, TMT, and Equity Department = Worked at DeMatteo Research, Trillium

= Extensive equity research experience in
Asian-related Securities

= Decker Co., Mizuho, Daiwa Securities Capital
Markets, ING Baring, Salomon Brothers

Consumers at BNP Paribas

= Deutsche Bank, GE Capital, Deloitte Consulting,
Sinochem Holdings

= Philanthropist

Asset Management
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