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Big Changes May Be Coming to Korea

Despite the volatility in Asian markets following the conflict in the Middle East and the resulting oil
price spike, Korea’s benchmark KOSPI index finished 25 March 2026 at 5,642, having more than
doubled over the past year. Notably, this level is substantially above the 5,000 target set by
President Lee as part of his presidential campaign. Rather than being satisfied, President Lee and
his government are working on further measures to fully address the ongoing “Korea discount”.
Having witnessed the transformative power of several of these measures in the Japanese
market, Dalton is monitoring with excitement the potential opportunity in Korea, particularly for

engagement focused managers.

Key Potential Reforms

President Lee recently held a capital markets roundtable, alongside the Financial Services
Commission, highlighting a comprehensive push to reform and strengthen Korea’s equity market.

Key objectives and target reforms from the roundtable are as follows:

1. Build Trust in the Korean Market
e Heavy scrutiny of the market and stock price manipulation
e Strict punishment for accounting and other types of fraud
e Delisting of underperforming/distressed companies which are prone to stock price
manipulation
o Mandatory disclosure of M&A proposals and stronger fiduciary responsibility of boards

2. Increase Shareholder Protection
e Restrictions on duplicate (subsidiary) listings to protect minority shareholders

e Mandatory disclosure of revaluated land prices, etc. of the company
e Prevention of low Price/Book (P/B)
i.  Application of fair value (vs market value) during M&A and mandatory 3rd party
evaluation required,
i. Disclose low P/B companies by sectors and leverage the cultural “naming &
shaming” strategy,
ii.  Enforcement of Stewardship Code (i.e. 3 Party Monitoring, “name & shame”, etc.).
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Perhaps the reform that most caught the public attention in Japan was the Tokyo Stock Exchange's
target of a minimum P/B - the so called “Price/Book = 1" initiative. Currently almost 1,500 stocks
(over half of the market) in Korea trade below 1x P/B, with almost one third trading below 0.6x P/B
(see the chart below). Clearly, sustained pressure to improve P/B valuations may influence

valuation multiples in Korea.

Relative to Peers, Korea Has a High Percentage of Low P/B Companies

Percentage of Companies by Price/Book Valuation Range

Korea Japan Taiwan
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Source: Bloomberg, All companies domiciled in Korea, Japan and Taiwan with available P/B data

3. Innovate
o KOSDAQ tiering (premium, standard, restructuring) to improve capital allocation and

incentivize company upgrades

The Tokyo Stock Exchange tiering process (into Prime, Standard and Growth), while not perfect,

also caught the public imagination in terms of imposing minimum standards (market capitalization,
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liguidity and governance) for Prime tier companies and the threat of “relegation” or delisting if

standards are not met that may be considered as “shameful” by the investors.

4. Market Access
e Development of long-term investment products with tax benefits
o Efforts to improve market accessibility and attract foreign capital

e Pursue MSCI market reclassification to “developed”

Potential Market Support From Domestic Investors

Historically, Korean investors have been wary of investing in their local stock market, preferring
instead to rely on the country’s real estate market or overseas (particularly the US) stock markets.
Through the reforms discussed earlier and taxation changes discussed below, President Lee aims

to refocus domestic investors on directing their investments into the local Korean stock market.

Currently, many Koreans have the bulk of their personal wealth tied up in real estate, which has led
to a very expensive real estate market in Korea. High real estate prices have been blamed for the
current low birth rate in Korea, as couples are unable to afford apartments and homes to start
families in. President Lee believes that investors should redirect their capital from real estate and
instead focus on more economically productive assets, such as public Korean companies. To
prove his point, President Lee has publicly announced his plans to sell his own private residence
and invest the proceeds in the Korean stock market. In order to dissuade investors from focusing
on real estate, law makers have increased or threatened to increase property-related taxes

including:

1. 19% increase in assessed land price tax for Seoul in 2026

2. Expiration of capital gains tax reduction for owners of multiple homes

3. A potential major increase in property taxes if real estate prices do not stabilize and
speculation continues (Korea’s current property tax rates are only 0.15% to 0.3% while most
developed countries have rates closer to 1% or higher — low property taxes have

encouraged real estate speculation in Korea).
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As well as trying to build trust in domestic equity markets through the aforementioned reforms,
President Lee is also proposing temporary tax incentives that allow capital gains tax deductions
when proceeds from overseas investments (for example, investments in the S&P 500) are

reinvested into Korean equities, with the benefit gradually declining over time.
Conclusion

Dalton believes that the current policy proposals could represent a notable shift to an engagement-
focused value investing in Korea. We have witnessed firsthand the transformative effects of the
Japanese government’s market reforms and believe the application of similar reforms in Korea
may pave the way for more effective engagement with companies, which may positively influence
market valuations. As President Lee put it, it is time to stop focusing on addressing the Korean

discount and time to think about the Korean premium!
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IMPORTANT INFORMATION

This document has been prepared for qualified investors, 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, Inc., 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.
Individual portfolio account returns and holdings within a referenced Dalton composite may vary substantially for such factors including,
among others, account specific restrictions — e.g. whether currency investments are permitted, timing of transactions, contributions,
withdrawals, and market conditions at the time of investment.

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.
You are receiving this presentation either because (a) you are an existing investor and we are sending you an update to discharge our
obligation, or (b) you have previously requested for submission of such information. If neither of these apply to you, please kindly ignore
this presentation and reply to InvestorRelations@daltoninvestments.com with the subject “AIFMD distribution list review” as soon as
possible so that we can remove you from our relevant distribution list in the future.

Any specific securities referenced herein are holdings as of the date identified in the document and any performance information relates

only to the period covered by this document. No inferences should be made as to the profitability of specific positions overall.



