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Moutai’s New Face:
From PLA to PRC
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Outline

" The Value of Rarity
®" How Moutai became the Guo Jiu (national liquor)

® \WWhat makes Moutai inimitable

" The Endurance of Rarity
" Why we exited Moutai after 9 years...

® ... and then repurchased the stock

" The Perennial Demand for Rarity & Prestige
®" The inner workings of Chinese culture
® Consumption & urbanization
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1. The Value of Rarity

" How Moutai became the Guo Jiu (national liquor)

¥ What makes Moutai inimitable

OPS

In search of alpha



The Value of Rarity

How Moutai Became the Guo Jiu (national liquor)

® Rare, pristine water
source at Chi Shui He, &
upstream from Changjiang oK

River

" The top 3 Chinese
distilled liquor brands are
produced in the triangular
area—

®  Moutai, Wuliangye Yibin
& Lu Zhou Lao Jiao

® Unpolluted = Increasingly

rare & precious
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The Value of Rarity

How Moutai Became the Guo Jiu (national liquor)—cont’d

® 1935: The Red Army crossed the Chi Shui He 4 times;

passed through Moutai Town in the Tsunyi area

®  They used the strong liquor to treat the soldiers’

wounds

® At the Tsunyi Meeting, Mao Zedong established his
authority within the military, enabling the success of
the revolution

® Moutai became known as “the Red Army Liquor”

® Moutai was later patronized by & associated with

China’s founding fathers— Zhou Enlai, Deng Xiaoping
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The Value of Rarity

What Makes Moutai Inimitable

- Counterfeiting is impossible
® Unique processing technique
®  Unique conditions due to location
® |Impossible to reproduce Moutai in a different
location even if the entire production process is
replicated
- 5-year production process
® Every bottle resulted from a blend of various
batches

® Stored in separate vats for at least 4 years

- Urbanization Restricts Capacity Expansion
®  The small Moutai town is becoming crowded
by urbanization

®  Hence, capacity expansion is limited

®  The rarity factor is enhanced
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2. The Endurance of Rarity

Why we exited Moutai after 9 years...

... and then repurchased the stock
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The Endurance of Rarity

%, YOY 2004 2005 2006 2007 2008 2009 2010 2011 2012
0.877 MA20:147.056 MAGD:137.626 MA120:160.616
1 A M 1 1

Revenue We held Maotai for 9 years, and 26 times return.

growth
Net profit

growth

Alpha 104.6 59.1 210.8 66.8 12.9 -22.5 23.6 38.5 6.7
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The Endurance of Rarity

So why did we exit the stock 18 months ago?
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3. The Perennial Demand for Rarity & Prestige

®" The inner workings of Chinese culture

®  Consumption & urbanization
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The Perennial Demand for Rarity & Prestige

Moutai retains its magic...

" Prestigious liquors have a

special place in Chinese Urbanization — > Status Symbol

culture

~

—> Gift

®" No liquor, no banquet

Consumption —> Dinner

" Increasing need for a Upgrading ——> High-end liquor /

status symbol as

urbanization progresses

® Moutai remains the king
among prestigious
Chinese liquors
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The Perennial Demand for Rarity & Prestige

... and the magic is spreading...

End prices declined to

accessible levels

More consumers can

afford Maotai

= RMB830 average income
in 2013
= RMB850 per bottle of

Maotai

Affluence is rising

throughout China
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The Perennial Demand for Rarity & Prestige

... although valuations temporarily declined

Price/Earnings ratio hit

historic low.

Price/Book-value ratio

also fell to historic low.
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The Perennial Demand for Rarity & Prestige
The fundamentals spoke louder than the market’s temporary fear

B Wind BT R1R 2013 - [RASH: 600519[EMF4]
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The Perennial Demand for Rarity & Prestige

Why we think Moutai can and will regain its past glory

=" The Chinese banquet and liquor culture has not changed and will not

change.
= [ncreasing affluence will create new and more Moutai customers.

= |t will take market share from its major competitors.
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The Perennial Demand for Rarity & Prestige

Demand is proving resilient
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Thank You

Your Questions Are Welcome
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Important Notice

The presentation materials together with their contents and descriptions or any other materials, in whatever form, (the “Document”) are prepared for information and general
circulation only and do not have regard to the specific objectives, financial situation and particular needs of any specific person. While APS Asset Management Pte Ltd
(“APS”) believe the information for the Document, which is based on certain assumptions, conditions and facts available, to be reliable, the Document is provided on an “as
is” and “as available” basis and the contents and descriptions in the Document may materially change, in whatsoever form and nature, at any time without notice. APS has
not independently verified and does not make any representation or warranty as to the accuracy, adequacy, completeness, reasonableness or truth of the information
contained in the Document. The Document shall not be construed as an offer, invitation to offer, recommendation or commitment to enter into any form of transaction,
whatsoever. The examples of investments included in this Document are not representative of actual past recommendations. They are included for illustration and discussion
purposes only and are no guarantee of future results or that such investment opportunities will become available to any or all of the funds (the “Fund”) and should not be
construed as a recommendation or commitment to buy or sell the same. Past performance of the Fund and the Manager and any forecasts or opinions on the economy, stock
and currency markets or economic trends of the markets are not necessarily indicative of the future performance. APS accepts no liability and responsibility, whatsoever, for
any direct or consequential loss arising from any use of or reliance on this Document.

The APS Group, its directors, employees or clients may have interests in the Fund and may perform or seek to perform other investment or securities-related services for the
Fund. The Fund is not and will not be registered as an investment company under the U.S. Investment Company Act of 1940, and as amended (the “"Company Act") in
reliance on the exemption under Section 3(c)(7), and, accordingly, the provisions of the Company Act will not be applicable to the Fund.

Investing in financial markets involves a substantial high degree of risk. There can be no assurance that the investment objectives described herein will be
achieved. Investment losses may occur, and you could lose some or all of your investments as the value of units and the income accruing to the units, if any, may rise or
fall. Nothing herein is intended to imply that an investment in the Fund or the Fund's investment strategies may be considered conservative, safe, risk free or risk averse.
Nothing contained herein constitutes investment advice and should not be relied upon as such. APS is not carrying out any financial advisory services and not acting as any
investor’s and potential investor’s financial adviser or in any fiduciary capacity You may wish to seek advice from a licensed financial adviser before making a commitment
to invest; and in the event that you do not wish to seek advice from a financial adviser, you should consider whether the investment in question is suitable for you. No
regulatory authority, including the Monetary Authority of Singapore, has endorsed this Document or considered the merits of an investment in the Fund.

If you express an interest in investing in any Fund, you will be provided with an offering memorandum/prospectus and investment subscription agreement, or such similar
documents (together the "Fund Documents™). You must read the Fund Documents and, without reference to APS, fully understand the investment objectives, all terms,
conditions and risks (including, but not limited to, liquidity risk!) and are capable of and willing to assume those risks in the light of your investment objectives, financial
situation and particular needs. Further, the Fund Documents are not intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment
recommendations. You should consult your accounting, legal, tax, investment or other professional advisors prior to making a decision to invest.

Distribution of this Document to any person other than you and your adviser(s) is unauthorized and any reproduction of the Document, in whole or in part, or the disclosure
of any of the contents, in each such instance is strictly prohibited.

L An investment in the Fund may provide limited liquidity because interests in the Fund may not be freely transferable - they cannot be withdrawn frequently and only under
certain limited circumstances. There will be no public or secondary market for interests in the Fund, and it is not expected that a public or secondary market will develop.
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