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Fireside chat takeaways: 3Q/4Q outlook strong;
positive read-throughs from Wanhai revenue

We hosted a fireside chat with SITC, an Asia intra-region shipper, and
came away with a constructive outlook for the rest of 2026. Management
delivered a mild beat in 1H26 despite a high base and a slow start to 2Q26
peak season activity, but the real story is the momentum building into
3Q26 and beyond. The key themes from the discussion were: (1) 3Q
demand and rates remain strong, with “low season” not so low; (2)
management is optimistic for a robust 4Q and pre-Chinese New Year
peak; (3) port congestion and supply chain fragmentation are structural,
and SITC’s network is a clear advantage; (4) the company remains
disciplined on fleet expansion and capital allocation; and (5) payout
flexibility and special dividends remain a focus.

Stock view: In the broader sector, another Asia intra-region shipper, Wan
Hai, just reported August monthly revenue up 3% M/M and 66% Y/Y,
following a 15% M/M and 50% Y/Y increase in July, and 23% Y/Y in
June. This marks a clear acceleration from the 1% Y/Y growth in 1Q26
and 28% Y/Y in 2Q26, and brings positive read-throughs for SITC, which
does not report monthly or quarterly numbers. SITC’s share price is up
c.62% YTD (vs. HSI -1%), while TS Lines also outperformed (+70%). We
maintain Overweight on SITC and also remain positive on TS Lines, as
both are well positioned to benefit from the current cycle and sector
rotation into shipping, with intra-region shipping viewed as the premium
category within the sector.

* 3Q demand and rates are much stronger than usual, with the “low
season” showing no sign of softness and momentum poised to carry
into a busy 4Q and pre-CNY period. Management described 3Q
demand as “hotter than expected”, with robust volumes and rates across
all major routes, especially Southeast Asia and Japan. Port congestion
and weather disruptions have kept effective supply tight, and
management noted that August rates were actually higher than July,
breaking the usual seasonal pattern where August and September are
typically slow. Customer feedback remains positive, with most lanes
running at or near full capacity, and SITC’s 3Q profit growth is poised to
accelerate from the 1H trend, especially as spot rate increases typically
have a bigger lift on margins. Even with limited new vessel deliveries,
network optimization and higher utilization are driving incremental
gains. Looking ahead, management is preparing for a very busy fourth
quarter and pre-Chinese New Year period, expecting that both freight
rates and vessel utilization will remain high if current port congestion
and weather disruptions persist, and sees no typical seasonal slowdown
as long as these bottlenecks continue.

e Port congestion and supply chain fragmentation are structural, and
the company’s high-frequency network and operational flexibility
are key advantages. Management discussed that congestion is not just a
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China issue—Shanghai, Ningbo, and key Southeast Asian ports like the
Philippines, Malaysia, Indonesia, and Thailand are all seeing more
severe bottlenecks. Some ports now require four to five days of waiting,
which absorbs effective capacity and supports rates. SITC’s ability to
coordinate port calls, adjust schedules, and redeploy vessels gives it a
clear edge in maintaining service reliability and meeting customer needs,
even as delays and disruptions persist. The company’s high-frequency,
high-density network allows for more agile adjustments than peers with
less flexible networks.

e Disciplined fleet expansion and renewal remain central, with a focus
on both growth and replacement. SITC has 30 vessels on order,
including 20 with Huanghai Shipbuilding and 10 with Jiangsu Yangzi
Hongyuan/Jiangsu New Yangzi, and recently exercised options for 8
more. Management confirmed that new deliveries will be used to both
replace older, less efficient ships and support growth in high-demand
markets, especially Southeast Asia and the Bay of Bengal. The company
is not simply adding capacity for the sake of growth; instead, it is
focused on keeping the fleet young (average owned vessel age 8.7 years)
and efficient, and will continue to adjust the mix of owned and chartered
vessels based on market conditions. Capex remains disciplined and is
fully funded by internal resources and minimal borrowings.

e Cost trends are being closely managed, with digitalization and
operational efficiency helping to offset inflationary pressures.
Management acknowledged that cost growth outpaced revenue in 1H26,
mainly due to higher volumes, bunker costs, and increased container and
vessel leasing expenses. However, the company’s younger fleet and
focus on short-haul routes help mitigate fuel cost volatility, and most
vessel charters are short-term, providing flexibility. Digital and Al
initiatives are being used to further refine cost control, for example by
reducing unnecessary container moves and optimizing port stays.
Management expects continued incremental improvement, but does not
anticipate a “step change” in cost structure.

e Payout flexibility and special dividends remain a highlight, with
management open to further upside in 4Q. The board declared a
record-high interim payout ratio of 76%, and management reiterated the
70% full-year payout target, but left the door open for higher special
dividends if Op-CF remains strong and capex needs are light.
Management indicated that the decision on special dividends will likely
be made in October or November, depending on 2H cash flow and profit
trends. The company’s net cash position and robust cash generation
provide flexibility to fund both growth and shareholder returns, and
management continues to view stable and high payout as a core part of
SITC’s value proposition.
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Investment Thesis

SITC’s high-frequency, high-density intra-Asia network, disciplined fleet strategy and integrated logistics platform position
the company as a quality compounder in the region’s container shipping space. The company’s focus on smaller, self-
owned feeder vessels (88% by end-FY25) enables it to optimize utilization, maintain cost leadership and serve regional
ports and shallow waters, supporting both operational flexibility and customer loyalty. SITC’s established presence on the
China-Japan corridor, diversified customer base across Greater China, Japan/Korea and Southeast Asia, and strong track
record of prudent capital allocation underpin sector-leading Op-CF, a net cash position and a high dividend payout ratio.
Management’s ability to adapt its network, maintain service reliability and deliver consistent returns through cycles
reinforces SITC’s premium positioning and defensiveness, in our view, even as the industry faces margin normalization and
rising competition.

Valuation

We value SITC primarily on a target EV/EBITDA basis. Our Dec-27 PT of HK$52 is anchored on a target FY27E
EV/EBITDA of 11x, near the top end of the sector and ~1x StanDev above SITC’s mid-cycle average since 2020, reflecting
our conviction in the company’s superior execution and through-cycle returns. We see risk/reward as still-favorable and
rate the shares Overweight, as we believe the current valuation does not yet fully capture SITC’s structural advantages,
consistent Op-CF and disciplined capital management.

Risks to Rating and Price Target

Downside risks include: (1) industry-wide overcapacity from elevated newbuild orders and a high orderbook-to-fleet ratio,
which could pressure freight rates and utilization; (2) slower-than-expected intra-Asia demand due to tariffs, geopolitical
tensions or weaker consumption; and (3) rising competition as global liners cascade capacity into the region, intensifying
pricing pressure.
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The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire

period.
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ashutosh.j.sharma@jpmchase.com; +912261575002. Grievance Officer: Ramprasadh K, jpmipl.research.feedback@jpmorgan.com;
+912261573000. Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors. Please visit Terms and Conditions and Most Important Terms and Conditions (MITC). The
annual Compliance audit report is available at http://www.jpmipl.com/#research.
Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange and is registered and supervised by the
Otoritas Jasa Keuangan (OJK).
Korea: J.P. Morgan Securities (Far East) Limited, Seoul Branch, is a member of the Korea Exchange (KRX). JPMorgan Chase Bank,
N.A., Seoul Branch, is licensed as a branch office of foreign bank (JPMorgan Chase Bank, N.A.) in Korea. Both entities are regulated by
the Financial Services Commission (FSC) and the Financial Supervisory Service (FSS). For non-macro research material, the material is
distributed in Korea by or through J.P. Morgan Securities (Far East) Limited, Seoul Branch.
Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the Financial Services
Agency in Japan.
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Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X), which is a
Participating Organization of Bursa Malaysia Berhad and holds a Capital Markets Services License issued by the Securities Commission
in Malaysia.

Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is member of the Mexican Stock Exchange (“Bolsa
Mexicana de Valores”) and the Institutional Stock Exchange (“Bolsa Institucional de Valores™), and it is authorized to act as a broker
dealer by the National Banking and Securities Exchange Commission (“Comision Nacional Bancaria y de Valores™).

New Zealand: This material is issued and distributed by JPMSAL in New Zealand only to "wholesale clients" (as defined in the Financial
Markets Conduct Act 2013). JPMSAL is registered as a Financial Service Provider under the Financial Service providers (Registration
and Dispute Resolution) Act of 2008.

Philippines: J.P. Morgan Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the
Securities Clearing Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and
Exchange Commission.

Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS)
[MDDI (P) 070/08/2026 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange Securities Trading Limited,
and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore), both of which are regulated by the Monetary Authority of
Singapore. This material is issued and distributed in Singapore only to accredited investors, expert investors and institutional investors, as
defined in Section 4A of the Securities and Futures Act, Cap. 289 (SFA). This material is not intended to be issued or distributed to any
retail investors or any other investors that do not fall into the classes of “accredited investors,” “expert investors” or “institutional
investors,” as defined under Section 4A of the SFA. Recipients of this material in Singapore are to contact JPMSS or JPMCB Singapore
in respect of any matters arising from, or in connection with, the material.

South Africa: J.P. Morgan Equities South Africa Proprietary Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are
members of the Johannesburg Securities Exchange and are regulated by the Financial Services Conduct Authority (FSCA).

Taiwan: J.P. Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange (company-type) and regulated by the
Taiwan Securities and Futures Bureau. Material relating to equity securities is issued and distributed in Taiwan by J.P. Morgan Securities
(Taiwan) Limited, subject to the license scope and the applicable laws and the regulations in Taiwan. To the extent that J.P. Morgan
Securities (Taiwan) Limited produces research materials on securities not listed on the Taiwan Stock Exchange or Taipei
Exchange (“Non-Taiwan Listed Securities”), these materials shall not constitute securities recommendations for the purpose of
applicable Taiwan regulations, and, for the avoidance of doubt, J.P. Morgan Securities (Taiwan) Limited does not act as broker
for Non-Taiwan Listed Securities. According to Paragraph 2, Article 7-1 of Operational Regulations Governing Securities Firms
Recommending Trades in Securities to Customers (as amended or supplemented) and/or other applicable laws or regulations, please note
that the recipient of this material is not permitted to engage in any activities in connection with the material that may give rise to conflicts
of interests, unless otherwise disclosed in the “Important Disclosures™ in this material.

Thailand: This material is issued and distributed in Thailand by JPMorgan Securities (Thailand) Ltd., which is a member of the Stock
Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission. The registered address is
548 One City Center Building, 50th Floor, Ploenchit Road, Lumphini, Pathum Wan, Bangkok 10330.

UK: Research is produced in the UK by J.P. Morgan Securities plc (“JPMS plc”) which is a member of the London Stock Exchange and
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority or J.P. Morgan Markets Limited (“JPMML Ltd”) which is authorised and regulated by the Financial Conduct Authority. Unless
specified to the contrary, this material is distributed in the UK by JPMS plc and is directed in the UK only to: (a) persons having
professional experience in matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) (Order) 2005 (“the FPO”); (b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated
associations or partnerships, the trustees of high value trusts, etc.); or (c) any persons to whom this communication may otherwise
lawfully be made; all such persons being referred to as "UK relevant persons". This material must not be acted on or relied on by persons
who are not UK relevant persons. Any investment or investment activity to which this material relates is only available to UK relevant
persons and will be engaged in only with UK relevant persons. A description of J.P. Morgan EMEA’s policy for prevention and
avoidance of conflicts of interest related to the production of Research can be found at the following link: J.P. Morgan EMEA - Research
Independence Policy.

U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE, FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A. is a
member of the FDIC. Material published by non-U.S. affiliates is distributed in the U.S. by JPMS who accepts responsibility for its
content.

General: Additional information is available upon request. The information in this material has been obtained from sources helieved to he
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that th
opinions and expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subs b
(collectively J.P. Morgan) make no representations or warranties whatsoever to the completeness or accuracy of the m: -
except with respect to any disclosures relative to J.P. Morgan and the Research Analyst's involvement with the issuer t
the material. Accordingly, no reliance should be placed on the accuracy, fairness or completeness of the information cc
material. There may be certain discrepancies with data and/or limited content in this material as a result of calculations
translations to different languages, and/or local regulatory restrictions, as applicable. These discrepancies should not in
investment analysis, views and/or recommendations of the subject company(ies) that may be discussed in the material.
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intelligence tools may have been used in the preparation of this material, including assisting in data analysis, pattern recognition, and
content drafting for research material. J.P. Morgan accepts no liability whatsoever for any loss arising from any use of this material or its
contents, and neither J.P. Morgan nor any of its respective directors, officers or employees, shall be in any way responsible for the
contents hereof, apart from the liabilities and that may be imposed on them by the relevant regulatory authority in the
jurisdiction in question, or the regulatory regime thereunder. Opinions, forecasts or projections contained in this material represent J.P.
Morgan's current opinions or judgment as of the date of the material only and are therefore subject to change without notice. Periodic
updates may be provided on companies/industries based on company-specific developments or announcements, market conditions or any
other publicly available information. There can be no assurance that future results or events will be consistent with any such opinions,
forecasts or projections, which represent only one possible outcome. Furthermore, such opinions, forecasts or projections are subject to
certain risks, uncertainties and assumptions that have not been verified, and future actual results or events could differ materially. The
value of, or income from, any investments referred to in this material may fluctuate and/or be affected by changes in exchange rates. All
pricing is indicative as of the close of market for the securities discussed, unless otherwise stated. Past performance is not indicative of
future results. Accordingly, investors may receive back less than originally invested. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial
instruments or strategies to particular clients. This material may include views on structured securities, options, futures and other
derivatives. These are complex instruments, may involve a high degree of risk and may be appropriate investments only for sophisticated
investors who are capable of understanding and assuming the risks involved. The recipients of this material must make their own
independent decisions regarding any securities or financial instruments mentioned herein and should seek advice from such independent
financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on the basis of the Research Analysts’
views and research, and it may also engage in transactions for its own account or for its clients’ accounts in a manner inconsistent with the
views taken in this material, and J.P. Morgan is under no obligation to ensure that such other communication is brought to the attention of
any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff and other Research Analysts, may take views
that are inconsistent with those taken in this material. Employees of J.P. Morgan not involved in the preparation of this material may have
investments in the securities (or derivatives of such securities) mentioned in this material and may trade them in ways different from those
discussed in this material. This material is not an advertisement for or marketing of any issuer, its products or services, or its securities in
any jurisdiction.

Confidentiality and Security Notice: This transmission may contain information that is privileged, confidential, legally privileged,
and/or exempt from disclosure under applicable law. If you are not the intended recipient, you are hereby notified that any disclosure,
copying, distribution, or use of the information contained herein (including any reliance thereon) is STRICTLY PROHIBITED. Although
this transmission and any attachments are believed to be free of any virus or other defect that might affect any computer system into
which it is received and opened, it is the responsibility of the recipient to ensure that it is virus free and no responsibility is accepted by
JPMorgan Chase & Co., its subsidiaries and affiliates, as applicable, for any loss or damage arising in any way from its use. If you
received this transmission in error, please immediately contact the sender and destroy the material in its entirety, whether in electronic or
hard copy format. This message is subject to electronic monitoring: https://www.jpmorgan.com/disclosures/email

MSCI: Certain information herein (“Information”) is reproduced by permission of MSCI Inc., its affiliates and information providers
(“MSCT”) ©2026. No reproduction or dissemination of the Information is permitted without an appropriate license. MSCI MAKES NO
EXPRESS OR IMPLIED WARRANTIES (INCLUDING MERCHANTABILITY OR FITNESS) AS TO THE INFORMATION AND
DISCLAIMS ALL LIABILITY TO THE EXTENT PERMITTED BY LAW. No Information constitutes investment advice, except for
any applicable Information from MSCI ESG Research. Subject also to msci.com/disclaimer

Any mentions of third-party trademarks, brand names, products, and services are for referential purposes only and any mention thereof is
not meant to imply any sponsorship, endorsement, or affiliation.

Sustainalytics: Certain information, data, analyses and opinions contained herein are reproduced by permission of Sustainalytics and: (1)
includes the proprietary information of Sustainalytics; (2) may not be copied or redistributed except as specifically authorized; (3) do not
constitute investment advice nor an endorsement of any product or project; (4) are provided solely for informational purposes; and (5) are
not warranted to be complete, accurate or timely. Sustainalytics is not responsible for any trading decisions, damages or other losses
related to it or its use. The use of the data is subject to conditions available at https://www.sustainalytics.com/legal-disclaimers. ©2026
Sustainalytics. All Rights Reserved.
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Copyright 2026 JPMorgan Chase & Co. All rights reserved. This material or any portion hereof may not be reprinted, sold or
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from J.P. Morgan any research material received from J.P. Morgan or an authorized third-party (“J.P. Morgan Data”) in any
third-party artificial intelligence (“AI”) systems or models when such J.P. Morgan Data is accessible by a third-party.
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