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President-elect Ching-te (William) Lai (left) and Owens Huang (right)

On January 13, Taiwanese voters handed a resounding victory to the Democratic
Progressive Party's (DPP) presidential candidate William Lai. The DPP is usually viewed
as the party that promotes Taiwanese nationalism and identity. This is the first time in
history that the DPP has won a third successive four-year term for the presidency.

As Taiwan'’s new president, William Lai said he would maintain the status quo with
regards to relations across the Taiwan Strait, but that he was "determined to safeguard
Taiwan from threats and intimidation from China". | have had the good fortune to meet
William Lai in person, engaging in a two-hour round-table discussion on various issues of
significance. It was my distinct impression that Mr. Lai possesses a steadfast and
unequivocal commitment to Taiwan's national identity. In fact, his level of support may
even surpass that of outgoing President Ing-wen Tsai, based on my observations.
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While the cross-strait relationship between Taiwan and China remains complex,
the recent election outcome suggests a continued focus on solidifying Taiwan'’s ties with
Japan and the United States. Mr. Lai is known as a friend of Japan, consistently fostering
friendly relations between the two countries, highlighted by his visit to the family
residence of the late Prime Minister Shinzo Abe following his assassination. Japan's swift
and warm congratulations following William Lai’s victory further underscored the strong
bilateral bond, as did Foreign Minister Yoko Kamikawa’'s comments that "for Japan,
Taiwan is an extremely crucial partner and an important friend, with which it shares
fundamental values and enjoys close economic relations and people-to-people
exchanges".

Facebook post from former Japanese Prime Minister Abe's brother Kishi Nobuo (seated, right) showing the
meeting at the Abe residence with William Lai (seated, left of background)

Hsiao Bi-khim, Taiwan’'s newly elected vice president, brings a wealth of
experience in fostering United States-Taiwan ties. Born in Japan to Taiwanese and
American parents, she served as the Taiwanese Ambassador to the United States from
2020 to 2023, earning recognition for her remarkable results through diplomacy. Her
presence at President Biden's inauguration marked the first time Taiwan's United States
Ambassador had officially attended a United States presidential inauguration since 1979.
The U.S.-Taiwan Initiative on 21st-Century Trade secured during her tenure cemented
economic cooperation and catapulted Taiwan's exports to unprecedented heights,
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surpassing Taiwan's exports to mainland China in December 2023 for the first time since
2003. Businesses and investors should take note, as this strengthened partnership
presents exciting opportunities in critical sectors such as the technology supply chain.

X (Twitter) post from William Lai (right) announcing the Vice Presidency of Hsiao Bi-khim (left)

This DPP victory signals continued support from Taiwan'’s population for the
policies of current president, Ing-wen Tsai, which include fostering deeper ties with the
United States, Japan, and others across the Indo-Pacific, suggesting opportunities for
enhanced trade and cooperation on critical issues and regional stability. This trajectory
aligns with efforts to lessen economic dependence on China, potentially diversifying
trade, bolstering domestic industries and strengthening resilience. The victory also sends
the message that unification with China is not an option for the Taiwanese people.
China’s disapproval was swift, issuing an official statement dismissing the vote and
stating that the DPP cannot represent Taiwan. China has also begun its first military
exercises around Taiwan since the election and we expect these tensions to continue
(repeating similar actions following the 2016 and 2020 elections). Contrary to China’s
intentions, we believe these actions will continue to galvanize American and international
support for Taiwan's right to self-determination. Additionally, China's ongoing economic
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challenges and military restructuring may limit the scope and intensity of potential
military actions.

Stock market implications

As the election outcomes aligned with pre-existing poll findings, the impact on the
stock market has so far been limited. Any major fall in Taiwanese stock prices from this
point could present an attractive buying opportunity for Dalton.

Past DPP victories have triggered retaliatory trade restrictions from China,
potentially impacting Taiwanese companies with significant revenue or asset/factory
exposure within the mainland. To actively manage this risk, we at Dalton implement strict
portfolio controls, limiting both revenue and asset exposure to China across our
portfolios. This effort is a particular focus within our Taiwanese stocks. Consequently,
most of our Taiwanese portfolio companies have significant exposure to international
markets, particularly the United States.

For China, this election result adds a further burden to the country’s already long
list of problems. Dalton has maintained a significant underweight position in China for
more than five years, reflecting our negative long-term outlook on investments in
entrepreneur and family-owned businesses in the country. Instead, our focus remains
firmly centered on the United States sphere of influence in Asia — Japan, Korea, India
(with increasing emphasis), and Taiwan. We believe these markets offer superior risk-
adjusted return potential over the long-term, proving a stable base for growth within our
investment strategies.

Owens Huang

Portfolio Manager
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This document is provided for informational purposes only, and does not constitute a solicitation of any shares in any investment
vehicle managed by Dalton Investments. Such solicitations can only be made to qualified investors by means of the private
placement memorandums, which describe, among other things, the risks of making an investment. Additionally, this presentation
does not constitute investment advice of any kind.

All of the information in this document relating to Dalton Investments or its affiliates (collectively, “Dalton” or the “Firm”) is
communicated solely by Dalton, regulated by the U.S. Securities and Exchange Commission (SEC). SEC registration does not
imply SEC endorsement. No representation or warranty can be given with respect to the accuracy or completeness of the
information, or with respect to the terms of any future offer of transactions conforming to the terms hereof. Certain assumptions may
have been made in the analysis which resulted in any information and returns/results detailed herein. No representation is made
that any results/returns indicated will be achieved or that all assumptions in achieving these returns have been considered or stated.
Additional information is available on request. Opinions and estimates offered constitute our judgment and are subject to change
without notice, as are statements of financial market trends, which are based on market conditions. Unless otherwise indicated,
figures presented are preliminary, unaudited, subject to change and do not constitute Dalton’s standard books and records.

PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE PERFORMANCE. THE VALUE OF THE INVESTMENTS AND THE
INCOME FROM THEM CAN GO DOWN AS WELL AS UP AND AN INVESTOR MAY NOT GET BACK THE AMOUNT INVESTED.
THESE INVESTMENTS ARE DESIGNED FOR INVESTORS WHO UNDERSTAND AND ARE WILLING TO ACCEPT THESE
RISKS. PERFORMANCE MAY BE VOLATILE, AND AN INVESTOR COULD LOSE ALL OR A SUBSTANTIAL PORTION OF ITS
INVESTMENT.

Any estimates, projections or predictions (including in tabular form) given in this communication are intended to be forward-looking
statements. Although Dalton believes that the expectations in such forward-looking statements are reasonable, it can give no
assurance that any forward-looking statements will prove to be correct. Such estimates are subject to actual known and unknown
risks, uncertainties and other factors that could cause actual results to differ materially from those projected. These forward-looking
statements speak only as of the date of this communication. Dalton expressly disclaims any obligation or undertaking to update or
revise any forward-looking statement contained herein to reflect any change in its expectations or any change in circumstances
upon which such statement is based.

Please note that neither the Funds/Composites nor the Investment Manager/Investment Advisor complies with the requirements of
the Alternative Investment Fund Managers Directive (“AIFMD”) of the European Union. No direct or indirect offering or placement of
shares by or on behalf of the Funds/Composites or the Investment Manager may be made to or with investors in member states of
the European Union in breach of either the applicable requirements under the AIFMD or the private placement regime in each
relevant member state.
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