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New strategic initiatives

Sealand Capital Galaxy Limited (“Sealand”) has announced three new
strategic initiatives, which in our view, are potentially
transformational for the business. Each of the three initiatives
represents a material growth opportunity for Sealand and offers
strong synergy potential with the other new ventures and with
Sealand’s existing ePurse business. The new ventures also further
deepen the relationship between Sealand and Tencent Holdings
(0700.HK), a leading provider of internet value-added services in
China.

= |nitiative 1: New Sky Global: Subject to final contract signing, Sealand
intends to acquire a controlling majority stake in New Sky Global (“New
Sky”), a new full-service digital marketing agency, based in Hong Kong.
New Sky is expecting to sign a licensing agreement with Tencent and
offer marketing and advertising campaigns to overseas merchants
using the full range of Tencent Advertising channels and other
platforms. Management believe the New Sky service offering to be
highly complementary to Sealand’s existing ePurse business, which
provides payments and marketing services to merchants in Hong Kong,
the UK and Dubai using Tencent’'s WeChat platform.

" [|nitiative 2: Tencent Anime Comics Game (“TACG”): Sealand is to
establish a new subsidiary to manage the organisation of Tencent’s
TACG Carnival. The inaugural annual Carnival will be held in at least
thirteen regions of China between May and September 2019. It will
target the 370m people in China who are regular uses of products
relating to anime, comics and video games. Sealand will become the
exclusive organiser of the events and be responsible for all logistics,
selling sponsorships, advertising and developing brand partners.
Sealand is already in discussion with a number of high-profile brands,
including well-known US car manufacturers and global luxury goods
providers.

= |nitiative 3: Tencent Car: Subject to Chinese regulatory approval, a
new joint venture will be established to obtain a license to run marketing
campaigns on the Tencent Car platform. Sealand is expecting to take a
significant equity stake in the venture, which will leverage Tencent’s
existing auto.qq.com portal. This provides news coverage and car
acquisition services and is a key category of qg.com, China’s leading
internet portal®. We note that China is the world’s largest car market,
with 28m vehicles sold during 2018*.

Sealand’s stated goal is to build a portfolio of businesses with the potential
to deliver strong growth and synergies. Today’s announcement confirms
strategic moves into three business opportunities which in our view, are
well positioned to deliver both of these. Following on from the update on
progress with Sealand’s ePurse business?, we believe recent news flow
demonstrates the strong momentum in the Sealand business. The
increasingly close relationship with internet titan Tencent represents a
significant vote of confidence in the business.
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3 initiatives: scale and synergies

We believe the three new strategic initiatives offer the potential for Sealand to rapidly
achieve scale and deliver synergies. We note:

" New Sky's licensing agreement with Tencent is expected to allow it to deliver

marketing and advertising services to overseas merchants using the full range of
Tencent advertising channels. The ability to reach over 1bn users of Tencent
platforms is we believe, likely to be very attractive to advertisers.

Around 26% of the total 1.4bn Chinese population — 370m people - are believed to
be active consumers of anime, comics and video games®. As the exclusive organiser
of the Tencent TACG Carnival, Sealand in our opinion, has become a mission-critical
component of a key marketing activity undertaken by Tencent — which is the largest
video games publisher in the world by revenue?®.

gg.com is China’s largest internet portal®. The predecessor to Tencent Car,
auto.qg.com is China’s leading online car portal, providing news coverage and an
existing umbrella platform for car sales. The new Sealand joint venture is expected
to receive a license to run marketing campaigns on the Tencent Car platform. China
is the world’s largest car market, with 28m vehicles sold during 2018, with industry
sources expecting similar volume in 2019,

There is a significant marketing component to each of the three new initiatives. We
see strong overlap with Sealand’s existing ePurse business, which provides payment
and marketing services to merchants wishing to target outbound Chinese tourists
using Tencent's WeChat platform. One opportunity for collaboration between the
units is expected to be for ePurse to refer clients seeking more in-depth marketing
solutions to New Sky, which has a broader service offering. On the flip side, New Sky
should benefit from ePurse's deep relationships with Tencent and the WeChat
platform.
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Disclaimers and Disclosures

Copyright 2019 Progressive Equity Research Limited (“PERL”). All rights reserved. PERL provides professional equity research
services, and the companies researched pay a fee in order for this research to be made available. This report has been
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only. All
information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable;
however, PERL does not guarantee the accuracy or completeness of this report. Opinions contained in this report represent
those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of the
companies concerned unless specifically sourced otherwise. PERL is authorised and regulated by the Financial Conduct Authority
(FCA) of the United Kingdom (registration number 697355).

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or
underwrite securities or units. Investors should seek advice from an Independent Financial Adviser or regulated stockbroker
before making any investment decisions. PERL does not make investment recommendations. Any valuation given in a research
note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price. PERL does not
undertake to provide updates to any opinions or views expressed in this document.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the
United Kingdom. It has not been prepared in accordance with the legal requirements designed to promote the independence of
investment research. It is not subject to any prohibition on dealing ahead of the dissemination of investment research.

PERL does not hold any positions in the securities mentioned in this report. However, PERL’s directors, officers, employees and
contractors may have a position in any or related securities mentioned in this report. PERL or its affiliates may perform services
or solicit business from any of the companies mentioned in this report.

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings. In addition,
the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead
to difficulties in opening and/or closing positions. It may be difficult to obtain accurate information about the value of securities
mentioned in this report. Past performance is not necessarily a guide to future performance.
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