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Prime Number Weekly Market View:

US financial markets are closed Monday February 21st for Presidents’ Day, celebrating the birthdays of Presidents George Washington and
Abraham Lincoln.

The Winter Olympics in Beijing has closed, this month is the 50th anniversary of Nixon’s historic trip to China in 1972, meanwhile inflation fears
and geopolitics are over-shadowing the markets. The Russia-Ukraine situation is again capturing markets attention with a potential Putin-Biden
summit brokered by French President Macron on the horizon. As long as the Ukraine situation remains uncertain markets will remain in flux, but
once an outcome is determined | think markets will return to discounting the factors determining corporate profitability. Whatever happens in
Ukraine and Russia are relatively small parts of the global economy and stock market. Russia certainly punches above its weight militarily, but that
only goes so far. Historically, these types of military standoffs (except for the outbreak of WWII in 1939) have been buying opportunities. So back
to the drawing board, global investors should re-focus on energy, materials, commodities, industrials, and real assets to inflation-proof their
portfolios.

Whereas most developed economies are moving toward “living with COVID”, China continues its policy of “zero COVID”. By implication the
stock market investment environment of China versus the rest of the world could be quite different. The People’s Bank of China (PBOC) injected
RMB 100 billion into the financial system on Tuesday through the medium-term lending facility (MLF) while keeping the benchmark rate
unchanged. This signals the central bank’s commitment to easing and China-based investors bought mainland equities. Conversely, Hong Kong
listed internet stocks had price declines after the National Development and Reform Commission (NDRC) gave unexpected guidance that food
delivery businesses should lower service fees. Meituan shares fell over 15% in reaction to the NDRC announcement but overall, this announcement
seems like an outlier and the worst of the “common prosperity” internet regulation is behind us. Chinese internet stocks have outperformed the
S&P500 by 6% YTD.

Alibaba (BABA) is due to report results this week. Alibaba is trading at historically low valuation levels. It’s share price has declined 55% in the
last year. It faces numerous regulatory and competitive challenges. BUT it presents a contrarian buying opportunity. While the internet related
stocks in the US face major headwinds, Chinese internet stocks are the opposite with beaten down share prices and improving fundamentals.
Potential catalysts to unlock that value at Alibaba include capital raising by subsidiaries that will give a clearer picture of its sum-of-the-parts
valuation, and its cloud computing business turning profitable and becoming an earnings driver. Let’s start there.

— Michael Longthorne, Co-CEO of Prime Number Capital

Prime Number Weekly Recap:

e  Russia’s Defense Ministry announced on Feb 16 that its military units have completed their drills in Crimea and have begun returning to their
garrisons, but the large-scale drills in Belarus and the Black Sea were still ongoing. (The Moscow Times) On Sunday, Belarus’s Defense
Ministry said that Russia and Belarus would extend joint military drills which were set to end on Sunday. (The Hill) On Monday the 21,
Russia claimed that it has killed five Ukrainian soldiers and destroyed two military vehicles that were crossing the border. (Financial Times)
And Putin just signed a decree to recognize the breakaway regions of Donetsk and Lugansk. (CNBC)

e Intel announced to acquire Tower Semiconductor for $5.4B. The deal is expected to accelerate Intel’s path to become a major global foundry.
(Intel)

e Indiaordered to ban 54 Chinese apps for security concerns, including those apps belonging to Tencent, Alibaba, NetEase which are rebranded
versions of apps that have already been banned in 2020. Garena’s Free Fire is among the list because of Tencent’s 18.7% equity ownership in
Sea. Surprisingly, Sensor Tower estimated that Asian countries only accounted for under 3% of Sea’s gaming sales in 2021, while JPMorgan
analyst thinks that India might account for less than 10%. (Bloomberg)

e  China January CPI increased by 0.9%, and PPI increased by 9.1%. Both increases have leveled off over the past three months, and the PPI-
CPI growth gap has also narrowed.

e  On Friday, Chinese authorities released new guidelines to aid the recovery of service businesses such as restaurants, retail, and travel. The
guidelines specifically asked food delivery platforms to lower their commission charges on restaurants. (Wallstreetcn.com) Meituan’s stock
was down 15.4% on the news.

e  Two top Fed officials, Lael Brainard and John Williams, said in different events on Friday that interest rate hikes are likely to start in March
at a steady path. Market expectations for a half-point interest rate increase in March dropped substantially on Friday after their speeches.
(Financial Times)


https://www.themoscowtimes.com/2022/02/16/russia-announces-end-of-military-drills-in-crimea-a76404
https://thehill.com/policy/international/russia/595077-russia-belarus-extending-military-exercises
https://www.ft.com/content/b4bf6296-eb4d-4a26-9d46-e252b92b9837
https://www.cnbc.com/2022/02/21/putin-mulls-recognizing-separatist-eastern-ukrainian-regions.html
https://www.intel.com/content/www/us/en/newsroom/news/feb-2022-corporate-news.html#gs.pqr40i
https://www.bloomberg.com/news/articles/2022-02-14/india-bans-54-chinese-apps-on-security-concerns-economic-times
https://wallstreetcn.com/articles/3652279
https://www.ft.com/content/541c3fb4-9808-45ad-9917-33fea6f7f30b
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Prime Number Weekly Market Comment:
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SHIRELRR, HPERERIEZTFATREAEE SBEERAKE 15%. REFRNKRAIAA BN,V ORERNNEE 2T X,
RFBROERERENMEREN, TRERRSBFESHRKG. PEEKMBRRERSFRSREREBH S&P 500 6%,
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— & AR Co-CEO Michael Longthorne

Prime Number Weekly Recap:

o BEFFEMBKERA=28 16 ARTHARERTINENELTR T FERY, EEFHE, BEARTHITNRENAEER]

FE#TTH. (The Moscow Times) B H, BEFHHENPKREABERBERAOSHT FTOKSERHEEK, (The Hil) F—

(2R 21R) HPHMAENGRT S BEREFULARMNEREZFA, FHERTRHBEMER. (Financial Times) HEFED
FLEMRANSZHRAHNTERTARKEHNEM S HHTZARLFE. (CNBC)

o Intel EI51$5.4B HIMABUL Y Tower Semiconductor, It RUS A INEE Intel EHT K A LB GS A H13E B Ly HiR. (Intel)

o HEBNEHREILT 4 MHESIHNARER ETEFEEBL. MEEE. MEELVE 2020 EHEE, FREFLTHNA.
b5, FBFEETIEE SeaLimited 18.7%/0B%4, Garena 9% 3833 Free Fire th fE# 22 & 8 . Sensor Tower JU& 2021 &7 HE %R
N Sea jiE LI AHY 3% T, T IPMorgan 34T IiIA A ENE & Sea iR A AIAE] 10%,, (Bloomberg)

o HE—A CPIELLEF 0.9%, PPIRELL EF9.1%, MAEHRR EFIREINR PPI-CPI 3IT] =3 X =1 R &AL/

e BE, PEAHZEFTIMIXS THNBRRENER. TE. KRFEFRSTLRELXR, HPB8EERIILFAEMREANE
RV HIRE A, (Wallstreeten.com) 35 B2 7 T8k 15.4%.

o XEXfEE R Lael Brainard A1 John Williams #£ 5 A RE H &R FRKMERIFR M= A AT EFRME. LETHN=AHINE 50
B AYHAEE K8 %, (Financial Times)


https://www.themoscowtimes.com/2022/02/16/russia-announces-end-of-military-drills-in-crimea-a76404
https://thehill.com/policy/international/russia/595077-russia-belarus-extending-military-exercises
https://www.ft.com/content/b4bf6296-eb4d-4a26-9d46-e252b92b9837
https://www.cnbc.com/2022/02/21/putin-mulls-recognizing-separatist-eastern-ukrainian-regions.html
https://www.intel.com/content/www/us/en/newsroom/news/feb-2022-corporate-news.html#gs.pqr40i
https://www.bloomberg.com/news/articles/2022-02-14/india-bans-54-chinese-apps-on-security-concerns-economic-times
https://wallstreetcn.com/articles/3652279
https://www.ft.com/content/541c3fb4-9808-45ad-9917-33fea6f7f30b
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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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