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Analyst: Moschovakis Capital Research

EXECUTIVE SUMMARY

Recommendation *AVOID**

Current Price ~$5.00 (ADS, approximate)
Fair Value (Base Case) Not assigned — disqualified at gate
Margin of Safety N/A

Target Entry (if HOLD) N/A

Dividend Yield ~6.1% (US$0.306/ADS annual)
Expected Dividend Growth 0-3% (uncertain)

Expected Price Appreciation -2% to +8% (wide range)

Total Expected Return (Base) ~6-8% CAGR

Bear Case Total Return -12% to -18% CAGR

Bull Case Total Return ~15% CAGR
Probability-Weighted Return ~3-5% CAGR

Wealth Preservation Score 42 /100

Downside Protection Score 35/100

Quality Score 55/100

Risk Level *ELEVATED**

Probability of >50% Loss 18-22%

Recession Profile VULNERABLE

One-Line Thesis: A profitable, cash-generative Chinese consumer-lending platform trading at apparent
deep-value multiples, disqualified for wealth preservation by VIE structural risk, regulatory regime uncertainty,
deteriorating Q1 2026 earnings, and a probability of permanent capital loss above the 10% threshold required for
non-US-domiciled holdings.
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INVESTMENT THESIS

FinVolution generates real cash, pays a real dividend, and runs an asset-light loan facilitation model with growing
exposure to Indonesia and the Philippines. The numbers look cheap on every screen: P/E near 3-5x, EV/EBITDA
below 1x, P/B around 0.5-1.0x, FCF yield in the high teens. For a value-oriented investor running an
opportunistic mandate, this would warrant a deeper look.

For a wealth preservation mandate, the analysis stops earlier. You own a Cayman holding company whose 71%
of 2025 revenue flowed through PRC variable interest entities — contractual arrangements, not equity ownership
of operating assets. Beijing has demonstrated repeatedly (P2P shutdown 2019-2020, fintech crackdown
2020-2021, education sector 2021) that an entire business model can be regulated out of existence in months.
FinVolution itself was forced through a regime change once already. The Q1 2026 6-K shows what regulatory
and credit pressure looks like in real time: net revenue down ~8% YoY, operating profit down 38%, net profit
down 43%. Management responded with a $150m buyback authorization, which is shareholder-friendly but also
signals they see no near-term catalyst beyond their own bid.

Three factors disqualify this name for capital preservation regardless of valuation. First, the VIE structure means
you do not legally own what you think you own — the framework prohibits assigning FORTRESS solvency to a
VIE. Second, the probability of permanent capital impairment exceeds 10% (HFCAA delisting risk, regulatory
regime change in China, Indonesian/Philippine rate cap tightening). Third, Q1 2026 demonstrates that earnings
can compress 40%+ inside one quarter when fees and facilitation income decline together. A wealth preservation
portfolio cannot underwrite that combination.

The price could double from here. It could also be cut in half by a single regulatory announcement. That is the
textbook definition of the 50/50 risk profile the framework instructs us to reject.

1. BUSINESS QUALITY ASSESSMENT

Business Model: Asset-light loan facilitation platform. FinVolution acquires young, thin-file borrowers in China
(PPDAI), Indonesia (AdaKami), and the Philippines (JuanHand), underwrites them with proprietary Al risk models
(Magic Mirror, Ming Mirror), and matches them with institutional funding partners. Revenue is primarily
fee-based: loan facilitation fees, post-origination service fees, technology service fees, and a smaller guarantee
income component.

Understandability: The model is comprehensible. Risk drivers — credit losses, fee compression, regulatory
caps — are identifiable.

Moat Assessment:

» Primary Moat: Data and risk model accumulation since 2007, plus regulatory relationships (Baihang Credit
access, Fujian Haixia Bank stake, OJK license in Indonesia).

 Durability: MEDIUM. Data moats compound but can be neutralized by larger ecosystem players (Ant,
Tencent) or by regulators forcing data sharing.

e Threat Assessment: ELEVATED — regulatory, competitive, and cyclical threats all present.

* Moat Preservation Confidence: LOW for a 10-year horizon.
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Sector Verdict: Online consumer finance in China is moderately cyclical with elevated regulatory overhang. The
international segment is high-growth but exposed to rate caps. The sector does not meet the framework's
preferred defensive profile.

2. FINANCIAL FORTRESS ANALYSIS

Cash & equivalents RMB 4.3bn Strong
Restricted cash RMB 1.9bn — Supportive

Net profit 2025 RMB 2,542m Positive Pass

Net profit 2024 RMB 2,383m Positive Pass

Net profit 2023 RMB 2,341m Positive Pass
Debt/Equity Low (asset-light) <1.0x Pass (apparent)
FCF positive 5/5 years Yes 4/5 Pass

Q1 2026 net profit RMB 421m vs 738m YoY — -43% YoY

Stress Test: If China revenue dropped 30% for two years and international growth halved, the company would
likely remain profitable on a reported basis but could face partner pullbacks (institutional funders reducing
volumes) that compound the decline. Dividend would be at risk of being cut to preserve the buyback program.

Solvency Assessment: ADEQUATE on reported financials. The framework explicitly prohibits assigning
FORTRESS to a VIE structure regardless of balance sheet strength, because the legal claim on PRC operating
cash flows runs through contractual arrangements, not equity. Downgraded to MARGINAL for wealth
preservation purposes given VIE overlay.

Earnings Quality: ACCEPTABLE with caveat. Provisioning assumptions for the credit-bearing portion of the
book are a material estimate. Q1 2026's sharp earnings drop suggests prior periods may have benefited from
favorable credit conditions that have now reversed.

Dilution Check: Share count ~1.22bn ordinary shares (~243m ADS equivalent) at end-2025. Buyback programs
active; insider sells appear to be sell-to-cover for RSU vesting rather than discretionary disposals. Dilution
Assessment: ACCEPTABLE.

3. DIVIDEND ANALYSIS

Annual dividend (2026 declared) US$0.306/ADS —

Indicative yield ~6.1% Above sweet spot — sustainability flag
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Policy 20-30% of prior-year net income Conservative payout
Payout ratio (est.) ~25-30% Sustainable on current earnings
Years of consistent dividend 8 (per Q1 2026 6-K) Limited history
Coverage if earnings fall 40% Still covered, but board discretion Moderate risk

Dividend Sustainability: SUSTAINABLE mathematically, but the 6%+ yield reflects market skepticism about
the underlying business, not management commitment. A regulatory shock that compresses fees would likely
trigger a dividend pause to redirect cash to buybacks (which management appears to prefer).

4. VALUATION ANALYSIS

P/E (trailing) 3.3-5.8x Deep discount

Forward P/E ~5.2x Deep discount

EV/EBITDA <1.0x Anomalous — reflects large net cash + risk discount
P/FCF ~6.9x Cheap

P/B 0.5-1.0x At or below book

Dividend Yield ~6.1% High

Interpretation: Multiples this low across the board for a profitable, cash-generative business are not a mispricing
— they are the market pricing in a non-zero probability of permanent impairment. Chinese ADRSs in regulated
sectors have traded at single-digit P/Es persistently since 2021. The "cheapness" is a structural feature, not a
temporary discount that mean-reverts.

Valuation Verdict: Optically ATTRACTIVE, structurally consistent with elevated risk. Margin of safety calculation
is unreliable because the discount rate appropriate for VIE structures is not the same as for comparable
US-domiciled fintechs.

5. SCENARIO ANALYSIS

BEAR CASE (30% weight): Regulatory tightening in China cuts facilitation fees further; Indonesia or Philippines
imposes stricter rate caps; credit cycle deteriorates. Revenue declines 15-20% over two years. Dividend cut or
suspended. HFCAA tail risk activates. Stock declines 40-60%.

* 5-year price impact: -40%
e Total return CAGR: -12% to -18%

BASE CASE (45% weight): China stagnates, international grows ~25% annually but margins compress under
rate caps. Group revenue grows 3-5% annually. Dividend maintained. Multiple stays at current depressed level.
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Buybacks provide ~3% annual support.
* 5-year price impact: +10-15%
* Total return CAGR: ~6-8% (mostly dividend + buyback)

BULL CASE (25% weight): China policy stabilizes, international scales profitably, multiple re-rates toward 8-10x
P/E. Earnings recover to growth trajectory.

« 5-year price impact: +80-100%
* Total return CAGR: ~15%
Probability-Weighted Return: (0.30 x -15%) + (0.45 x 7%) + (0.25 x 15%) = ~2.5% CAGR

This is below the 4% HYSA hurdle, let alone the inflation + 4% target.

6. RISK ASSESSMENT
Disqualifying Risks:

1. VIE Structure: 71% of revenue flows through PRC VIEs. Foreign shareholders own contractual rights, not
equity in operating businesses. Framework prohibits FORTRESS rating.

2. HFCAA / Delisting Risk: PCAOB inspection access remains a recurring tail risk for all China ADRs.

3. Regulatory Regime Change: Company has already been forced through one model transformation (P2P
exit). A second forced pivot is non-trivial.

4. Q1 2026 Earnings Compression: -43% net profit YoY in a single quarter demonstrates fragility of the fee
model under pressure.

5. Indonesian Antitrust Fine: Concrete evidence that overseas expansion is not a clean escape from regulatory
risk.

Probability of >50% Permanent Loss: Estimated 18-22%, above the framework's 10% threshold for VIE
structures.

Recession Profile: VULNERABLE. Subprime/near-prime borrower base, fee model that compresses when
partners pull back, no balance sheet buffer in the traditional sense given VIE structure.

7. MANAGEMENT & GOVERNANCE

CEO/Founder Track Record: Demonstrated adaptability — survived P2P shutdown, executed international
expansion, obtained OJK license. Operationally capable.

Capital Allocation: Disciplined. No empire-building acquisitions. Strategic Haixia Bank stake. Active buybacks
and consistent dividend. $150m new buyback authorization in May 2026.

Governance Concerns: Standard Chinese ADR issues — Cayman holding, VIE structure, concentrated insider
control, limited recourse for foreign shareholders, PCAOB oversight uncertainty.

Management Quality: GOOD operationally. CONCERNING structurally for foreign equity holders, through no
fault of management.
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8. PEER COMPARISON

P/E 3-5x 4-6x 4-Tx

Dividend Yield ~6% ~5-6% Variable
International exposure ~25% Lower Lower
VIE structure Yes Yes Yes

All comparable names trade at similar discounts. FINV's international diversification is a relative advantage but
does not change the structural disqualification for a wealth preservation mandate.

9. KEY METRICS SUMMARY

WP Score 42/100

Downside Protection 35/100

Return Adequacy 40/100 (probability-weighted ~2.5%)
Quality 55/100

Bear case total return -12% to -18% CAGR

Probability of >50% loss 18-22%

Solvency (VIE-adjusted) MARGINAL

Dividend Sustainability SUSTAINABLE

Recession Profile VULNERABLE

10. MONITORING CHECKLIST

PCAOB access dispute escalates Confirm AVOID
China announces fintech regulatory framework change Re-evaluate
Indonesia or Philippines tightens rate caps Downgrade further
Q2 2026 shows further earnings deterioration Confirm AVOID
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Dividend suspension or cut Confirm AVOID
Stock falls below $3.00 with stable fundamentals Re-examine as opportunistic non-core position only

FINAL RECOMMENDATION
RECOMMENDATION: AVOID

Disqualifying factors (any one sufficient under framework):

1. Probability of >50% permanent loss exceeds 10% threshold for VIE structures (estimated 18-22%).
2. Bear case total return of -12% to -18% CAGR exceeds the -10% downside limit.

3. Recession profile: VULNERABLE.

4. Probability-weighted expected return of ~2.5% CAGR falls below the 7% hurdle and below the 4% HYSA
alternative.

5. Solvency assessment downgraded to MARGINAL by mandatory VIE adjustment.

What Would Change Assessment:
* Resolution of HFCAA/PCAOB inspection framework with binding multi-year clarity.
» Two consecutive years of stable earnings post Q1 2026 deterioration.
» Demonstrated successful navigation of any new China consumer finance rules.
» Even with all of the above, the VIE structure caps the position to a non-core opportunistic allocation, never

a wealth preservation core holding.

The valuation is genuinely cheap. Cheap is not the same as safe. A 4% HYSA return with FDIC protection beats
a probability-weighted 2.5% return with a one-in-five chance of losing more than half your capital. Pass.

ANALYST NOTES
Key Assumptions:
» Q1 2026 weakness reflects structural pressure, not a one-off quarter
« VIE structural risk is non-diversifiable for foreign holders
* HFCAA tail risk remains live regardless of current PCAOB access status
« International growth at ~30% continues but at compressing margins
Limitations:

* Full 5-year revenue, EBITDA, FCF margin history was not available in provided data; analysis relies on
2023-2025 net profit trajectory and 2025 revenue, plus Q1 2026 6-K disclosures

 Current market cap and ADS price are approximate (derived from dividend yield context)

» Peer comparison is directional; full peer metrics not available in input
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Confidence Level: HIGH on the AVOID recommendation. The disqualifying factors are structural and do not
depend on precise valuation inputs. Even with the most optimistic interpretation of available data, the position
fails the framework's absolute requirements for wealth preservation.

Report prepared for Moschovakis Capital. This analysis is for informational purposes only.
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IMPORTANT DISCLOSURES

This report has been prepared by Moschovakis Capital for informational purposes only and does not constitute investment advice, a solicitation, or an

offer to buy or sell any security. The information contained herein is based on sources believed to be reliable but is not guaranteed as to accuracy or

completeness. Past performance is not indicative of future results. Investing involves risk, including the possible loss of principal. Moschovakis Capital

and its affiliates may hold positions in the securities discussed. This document is confidential and intended solely for the recipient. Any reproduction or
distribution without prior written consent is prohibited.
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