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DSC Holdings Ltd.
Second Quarter 2026 Earnings Conference Call
(Chinese)

Question-and-Answer Session

Feifei Shen - Managing Director, The Blueshirt Group

We will now begin the Q&A session. To ask a question, use the raise hand function and we'll
call on you and open up your audio. If you dialed in by phone, press star nine to raise your
hand and star six to unmute.

When you start, please state your name and your firm before your question so we know who
you are. Alternatively, if any of you prefer, there is a question box, and you can type your
question into it. We can then pose that question to management. We will pause for a few
moments to let the queue form, and then we'll start the Q&A.

Ouir first question comes from Leo Chiang. Leo, please go ahead.

Leo Chiang - Analyst, Deutsche Bank

Good afternoon, management. This is Leo Chiang from Deutsche Bank. Thank you for
taking my questions, and congratulations on the successful IPO and the Company's
continued strong business progress. | have two questions. First, could you discuss the
Company's key strategic priorities for the second half of 20267 | will follow up with my
second question afterward. Thank you.

Junhong Yao - Founder, Director and Chief Executive Officer, DSC Holdings Ltd.

Let me take that question. We use a strategic framework internally that can be summarized
as strengthening our core while pursuing new opportunities. For the second half of 2026, we
have two priorities in each area. Our first core priority is to deepen and broaden
DaFengChe's penetration among used car dealers. Depth refers to the number of dealer
workflows supported by our system. For example, a dealer using DaFengChe for five out of
ten workflows represents deeper adoption than using it for only three. Breadth refers to
dealer coverage. Although our market share exceeds 90%, we currently cover only
approximately 60% of dealers, as some smaller dealers and others have not yet adopted the
system. We will continue expanding DaFengChe's dealer coverage. This is our first core
strategic priority.

Our second core priority is to increase revenue. We already serve a large dealer base, so
revenue growth depends on how many dealers pay for our offerings and how many use our



transaction services. As more dealers adopt these services and the paid portion of their
usage increases, our revenue should grow accordingly. These are our two core priorities for
the second half of 2026.

The two new opportunities are those | discussed earlier: accelerating the development and
commercialization of Al applications, and actively exploring international opportunities.

Leo Chiang - Analyst, Deutsche Bank

Thank you. That was very clear. My second question is: which businesses will be the
primary drivers of revenue growth going forward?

Qin Zou - Director and Chief Financial Officer, DSC Holdings Ltd.

Let me take that question. As discussed earlier, our business has two layers: digital solutions
and transaction services. More than 90% of our revenue, as well as future growth, will come
from transaction services. As shown in our prospectus, a dealer's workflow is extensive and
involves collaboration with third parties at many stages. We continue to see significant
opportunities to improve these processes and will keep advancing our offerings in this area.
The primary growth drivers will include more efficient B2B matching among dealers and
better connections and collaboration between dealers and other third parties.

I would also note that, given our long operating history, we have engaged in a number of
other businesses over the years. As mentioned earlier, we are actively optimizing our
business mix. In the near term, revenue from certain business lines may decline as we scale
them back, offsetting growth elsewhere in a given quarter. We believe this is a healthier
approach. Looking further ahead, we may begin to see meaningful commercialization
revenue from Al applications within the next few quarters. We will share more on future
earnings calls once we have tangible results.

Leo Chiang - Analyst, Deutsche Bank
That is very clear. Thank you, Mr. Yao and Ms. Zou.

Feifei Shen - Managing Director, The Blueshirt Group
Thank you. Our next question comes from Kathy Zhu. Kathy, please go ahead.

Kathy Zhu - Analyst, Morgan Stanley

Good afternoon, and thank you for taking my question. This is Kathy from Morgan Stanley. |
have a question about changes in the industry's structure and DSC's response. New energy
vehicles are accounting for a growing share of new car sales, while their residual values are
generally lower than those of internal combustion engine (ICE) vehicles. How are these
trends affecting the used car industry and DSC's business? Thank you.

Junhong Yao - Founder, Director and Chief Executive Officer, DSC Holdings Ltd.

Let me begin with the impact on the industry. Whenever a new category emerges, the
industry needs time to absorb and adapt to it. We have been closely monitoring how dealers
that traditionally focused on ICE vehicles are transitioning to new energy vehicles. New
energy vehicles (NEVs) now account for more than half of new car sales. Based on recent
DaFengChe data, approximately 36% to 37% of dealers handled NEVs over the past month,
while NEVs represented approximately 18% to 19% of inventory on our system. In other
words, used NEVs have reached approximately 36% dealer penetration and 18% to 19%
inventory penetration.



Dealers are continuing to adapt. The U.S.-Iran war created significant volatility in May and
June this year. Although most dealers were operating at a loss, losses were greater among
dealers focused on ICE vehicles. As new energy vehicle sales increase, the industry will
become better able to adapt. There is a general pattern in the used car market: the more
new cars are sold, the stronger used car values tend to be; when new car sales are lower,
used car values also tend to be lower. NEVs currently have lower residual values largely
because their overall sales base is not yet large enough and dealers are still adapting. For
example, if a dealer is confident that a vehicle can be sold for RMB100,000, the dealer may
be willing to acquire it for RMB95,000. Without that confidence, the dealer may offer only
RMB85,000 or RMB90,000. Dealers may continue adapting over the next three to five years,
and those unable to do so are likely to exit the market. As for DSC, our role is to enable
dealers. Whether they sell ICE vehicles or electric vehicles, they still need inspection,
logistics, financial institution connectivity and matching services. The shift therefore does not
negatively affect our digital solutions, transaction services or Al services. In fact, it creates
new opportunities. Dealers may be able to assess an ICE vehicle by listening to its engine,
but they cannot assess an electric vehicle's battery condition in the same way. We have
developed private-label battery inspection devices and sold several hundred units. Each time
a dealer connects a device, we receive an RMB8 service fee and the dealer immediately
receives a battery health report. We are also exploring whether batteries require
maintenance or replacement during used car transactions, which creates additional
opportunities for DSC. Dealers have extensive experience assessing ICE vehicles and can
often determine whether to acquire a vehicle and at what price based on experience. They
have less experience with electric vehicles. We have found that electric vehicles are
searched more frequently than ICE vehicles in our Market Intelligence Assistant, highlighting
the value of digital tools in this area.

Qin Zou - Director and Chief Financial Officer, DSC Holdings Ltd.

| would add two points. First, new brands, models and configurations emerge much more
quickly and in far greater numbers for electric vehicles than for ICE vehicles. This
significantly increases the number of SKUs dealers must manage. Every used car is unique,
and the growing number of brands and configurations, each of which affects vehicle value,
makes SKU management more complex. A strong operating system therefore becomes
even more important to dealers.

Second, | would reiterate that DSC derives most of its revenue from transaction-related
services, so our market is fundamentally driven by transaction volume. Whether it is an ICE
vehicle or an electric vehicle, as long as it has residual value and needs to change hands,
we see substantial revenue opportunities in transaction services. This is particularly true in
China, a vast market with significant regional differences. A vehicle that consumers in a first-
tier city no longer consider suitable may still have considerable value in a less-developed
area. We therefore do not believe changes in powertrain type will alter the fundamental
nature of used car circulation.

Kathy Zhu - Analyst, Morgan Stanley
Thank you.

Feifei Shen - Managing Director, The Blueshirt Group
Our next question comes from Ke Wang. Please go ahead.



Ke Wang - Analyst, CICC

Good afternoon. This is Ke Wang. | have two questions. First, regarding operating metrics,
should investors consider User MAU a more meaningful metric to track than Dealership
MAU? Second, we have observed industry consolidation, with many smaller dealers being
acquired or exiting the market and market share shifting toward larger dealers. Could this
result in a decline in the number of active dealer accounts on the platform over time?

Junhong Yao - Founder, Director and Chief Executive Officer, DSC Holdings Ltd.

First, | would reiterate that our individual users are employees of used car dealers. We do
not have consumer accounts. | believe both dealer employee accounts and dealer accounts
are important metrics to track. Your second question is related to the first: could dealer
accounts decline while employee accounts increase? More than one investor asked us
during the IPO roadshow whether China could develop companies similar to CarMax and
Carvana in the United States. My view is that the same market structure is unlikely to
emerge in China. It has not emerged in other major markets outside the United States either.
| believe there are two primary reasons.

The first reason is the stability of new car prices in the United States. For example, a Honda
Accord may sell for approximately US$20,000 year after year, with changes in configuration
rather than price. At the same time, no two vehicles in a dealer's inventory are exactly alike.
The market is structured to maintain price stability. Price instability can create serious
consequences. Carvana once experienced a dramatic decline in valuation, from more than
US$80 billion to only several billion dollars. The underlying risk arose from an unusual period
of used car price volatility in the United States. A chip shortage led Carvana to build
substantial inventory, and the timing and duration of the subsequent downturn differed from
its expectations, creating significant inventory risk.

Carvana faced this situation once, while dealers in China may face similar volatility several
times in a single month. Suggested retail prices, discounts and final transaction prices for
new cars can all change rapidly, making this year particularly difficult for Chinese dealers.
Stable new car prices are a prerequisite for operating a large-scale dealership chain.
Frequent price fluctuations make scaled chain operations very difficult, while smaller
independent dealers may be better able to survive. That is the first reason.

The second reason is the supply chain. In the United States, financial institutions, rental car
companies and other institutional sources supply more than 5.5 million used vehicles each
year, most of which enter the market through auctions. This provides a strong sourcing
foundation for dealership chains. A CarMax location may offer several vehicles of the same
model and color. In China, institutional vehicle supply is extremely limited, making every
acquisition difficult. After one vehicle is sold, there is no certainty as to where the next one
will come from. In my view, price stability and institutional supply are both critical to scaling.
Scale can develop when these conditions are present, but is very difficult without them.

My assessment of China's used car industry is that dealers can generally sustain branch
locations within their home city, but large-scale expansion across multiple cities is much
more difficult.

| believe small and medium-sized dealers will continue to dominate China's market. Larger
dealers are not necessarily stronger; only dealers with genuine operating strength will
survive over the long term. | also expect the number of dealers to continue increasing. The



U.S. market offers another useful reference point: CarMax and Carvana together account for
only approximately 5% to 6% of the market, while the remaining 94% to 95% remains highly
fragmented among small and medium-sized dealers.

My conclusion is that both the number of dealer accounts and the number of dealer
employee accounts are meaningful metrics to track. Like most markets globally, China is
likely to remain dominated by small and medium-sized dealers, which is highly favorable for
DSC's development.

Qin Zou - Director and Chief Financial Officer, DSC Holdings Ltd.

I would add one point. Mr. Yao discussed the broader industry dynamics. As illustrated in our
prospectus, a used car dealer's operating process is extensive, with many stages requiring
decision-making and controls, as well as measures to mitigate moral hazard. Standardizing
the entire process within a large enterprise can therefore involve very high management
costs.

Junhong Yao - Founder, Director and Chief Executive Officer, DSC Holdings Ltd.

Exactly. The key issue is that the process is difficult to standardize, while standardization is a
prerequisite for scale.

Ke Wang - Analyst, CICC
Understood. That was very clear. Thank you.

Closing Remarks

Feifei Shen - Managing Director, The Blueshirt Group

Thank you. There are no further questions in the queue. | will now turn the call back to Ms.
Wang for closing remarks.



