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Improving financials, but outgo to group rises 4x in 10 years

We read ABB India’s CY17 annual report and the key takeaways are as follows: a) healthy
free cash flow generation continued as FCF yield stood at 1.5%, led by improvement in the
NWC cycle, b) gross margins scaled up to 10-year highs, but a 4x jump in outgo to
parent/group entities from 1.9% to 7.7% of sales has led to moderate growth in EBITDA/PAT
(6%/12% in CY17 and -0.6%/-2.3% CAGR over the last 10 years), ) management indicates
an improved outlook due to increased opportunities in transportation (railway modernisation
and EV charging infra), energy efficiency, service income, renewables (although margins may
be suppressed) and exports, d) return ratios were flat, but cash position improves due to
lower NWC and e) contingent liabilities jump 43% YoY to 10% of sales and 23% of capital
employed. The stock trades at expensive valuations of 51x CY18E and 41x CY19E EPS. We
maintain our SELL rating with a TP of INR 1,100, based on 35x CY19E EPS of INR 31.6, as we
forecast 11%/21% CAGR in sales/earnings over CY17-19E.
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m  Free cash flow generation continues to improve: Aided by healthy net margin expansion
(led by a decline in interest costs and lower tax rate) and reduction in NWC requirements
(-12 days), free cash flow generation increased to INR 4.0bn (1.5% FCF yield). Since the
improvement was driven by an advance against the mega HVDC order and increase in
payable days, we believe the improvement is unlikely to sustain.

m  Gross margins at 10-year highs, but higher outgo to group entities restrict margin
expansion: Favourable sales mix and lower commodity prices helped gross margins scale
up to 10-year high of 35.2% in CY17. However, outgo to parent and group entities has
jumped 4x in the last 10 years, from 1.9% to 7.7% of net sales, in the form of royalty,
trademark fees, IT expenses and management charges. As a result, EBITDA grew 6% in
CY17 and was flat over the last 10 years, restricting margin expansion.

= New opportunities emerging in transportation, renewables and energy efficiency to drive
growth: Management presented a positive outlook as it foresees new opportunities from
the areas of transportation (modernisation of railways and EV charging stations), energy
efficiency, service income (opex led growth), renewables (although lower solar tariffs may
restrict margins) and exports.

= Return ratios were flat although cash position jumps: Return ratios were flat at 12% in
CY17 even as net margins improved (assisted by lower interest/tax outgo) as higher cash
balance hurt asset turns. A higher payout to investors in the form of dividends or
buybacks can improve return ratios, even as the NWC cycle normalises.

= Maintain SELL with TP of INR1,100: Given a healthy order book position and execution of
the mega HVDC order, we forecast sales/earnings CAGR of 11%/21% over CY17-19E.
However, the stock trades at expensive valuations of 51x CY18E and 41x CY19E and we
maintain our SELL rating with a TP of INR 1,100 as we value the stock at 35x CY19E EPS.
Key risks to our call are sharp increase in order inflows (JMFe: 15% CAGR over CY17-
19E).

Financial Summary (INR mn)
Y/E March CY15A CY16A CY17A CY18E CY19E
Net Sales 81,403 86,422 90,873 1,03,628 1,16,676
Sales Growth 5.3% 6.2% 5.2% 14.0% 12.6%
EBITDA 7,125 6,945 7,361 8,922 10,680
EBITDA Margin 8.8% 8.0% 8.1% 8.6% 9.2%
Adjusted Net Profit 2,999 3,745 4,200 5,372 6,688
Diluted EPS (INR) 14.2 17.7 19.8 25.4 316
Diluted EPS Growth 31.2% 24.9% 12.1% 27.9% 24.5%
ROIC 11.7% 12.4% 15.2% 18.5% 20.6%
ROE 10.3% 11.9% 12.2% 14.1% 15.5%
P/E (X) 90.9 72.8 64.9 50.7 40.7
P/B (x) 9.0 8.3 7.6 6.8 5.9
EV/EBITDA (x) 38.3 38.4 35.8 29.5 24.3
Dividend Yield 0.3% 0.3% 0.3% 0.3% 0.3%

* To the BSE Sensex

Source: Company data, JM Financial. Note: Valuations as of 04/May/2018
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Operational performance

m  Order inflows improved by 19% YoY: Excluding one-time mega HVDC and large traction
transformer orders, inflows grew 19% YoY in CY17 to INR 95bn, pegging the book-to-
bill ratio at 1.0x, slightly better than average run rate recorded during CY12-15. The
growth was primarily driven by healthy growth in base orders of 13% YoY and a strong
traction in exports from Southeast Asian and African markets. In the domestic market,
orders were primarily driven by power transmission, water, food & beverage (F&B),
pharma, transportation and infrastructure. Orders from heavy industries such as power
generation (thermal), mining (coal and iron ore), steel and cement remained weak.
Overall, order book stood at INR 115.3bn, 1.3x CY17 sales.

Exhibit 1. Order book and order inflow trend
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= Sales growth was muted at 5% YoY, but service income jumps: Revenue growth was
muted due to a decline in export sales (-10% YoY) and industrial automation segment (-
5%) due to the absence of greenfield projects. Although service income constitutes a
small portion of sales, it reported healthy growth of 17% YoY. With a strong order
backlog and a pick-up in execution of the mega HVDC order, we expect sales growth to
improve substantially over CY18-19.

Exhibit 2. Sales and EBTIDA margin trend
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= Operating margins remained subdued, despite higher gross margins: Gross margins
increased to an all-time high of 35.2% aided by lower commodity prices and a favourable
sales mix. However, operating margins remained largely flat (+10bps) as management
fees to group increased. We factor in a 50 bps improvement in each of the next two years
as we expect benefits of operating leverage to kick in on improved capacity utilisation.
Headcount reduction and higher employee productivity has led to tight control over
employee expenses, which have posted a 4% CAGR over the last 5 years.
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Exhibit 3. Employee headcount continues to decline

cY12 CY13 cY14 CY15 CY16 CY17
Total Employee Cost (INR mn) 6,196 6,771 6,814 7,248 7,503 7,963
YoY% 5.6% 9.3% 0.6% 6.4% 3.5% 6.1%
Manpower (nos.) 6,752 6,371 6,165 5,839 5,603.0 5,590
YoY% 2.5% 5.6% 3.2% 5.3% -4.0% 0.2%
Staff cost per employee (INR) 9,17,654 10,62,722 11,05,288 12,41,257 13,39,033 14,24,508
YoY% 8.3% 15.8% 4.0% 12.3% 7.9% 6.4%
Source: Company, JM Financial
= Outgo to group entities jumped 4-fold over last 10 years: Expenses paid to group entities
increased from 1.9% in CYQ07 to 7.7% in CY17 as outgo in form of royalty, trademark
fees, IT expenses and management charges increased substantially. These numbers are
significantly higher than other engineering MNC counterparts in our coverage including
Cummins India (2.4%), SKF India (3.4%) and Schaeffler India (2.9%).
Exhibit 4. Outgo to group entities rise 4x in10 years
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= Contingent liabilities increased by 43%,; stand at 23% of capital employed: Contingent
liabilities saw a jump of 43% YoY to INR 9.3bn, representing 10% of sales and 23% of
capital employed.
Exhibit 5. Contingent liabilities saw a sharp jump
cY12 CY13 CY14 cY15 CY16 cY17
Contingent Liabilities 6,296 4,309 7,293 6,338 6,508 9,297
% of sales 8% 6% 9% 8% 8% 10%
% of capital employed 22% 13% 23% 18% 17% 23%
Source: Company, JM Financial
JM Financial Institutional Securities Limited Page 3
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Balance sheet analysis

= Free cash flow generation remained healthy: Aided by healthy net margin expansion (led
by decline in interest costs and lower tax rate) and reduction in NWC requirement (-12
days), free cash flow generation improved to INR 4.0bn (1.5% FCF yield). Since the
improvement was driven by an advance against the mega HVDC order and increase in
payable days, we believe the improvement is unlikely to sustain.

Exhibit 6. Free cash flows continue to improve
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m Return ratios and cash position improves: Return ratios were flat at 12% in CY17 even as
net margins increased (assisted by lower interest/tax outgo), due to worsening asset turns
as cash balance jumped. A higher payout to investors in form of dividends or buybacks
can improve return ratios, even as NWC normalises.

Exhibit 7. Dupont Analysis

CY14 CY15 CY16 CY17 Comments
Net Margin (%) 3.0% 3.7% 4.3% 4.6% Net margins expanded on improvement in operating margins
Asset Turnover (x) 4.0 5.0 6.4 6.2 Asset turns improve on lower NWC and benefits of change in accounting policy
Leverage factor (x) 1.2 1.1 1.2 1.1 Leverage factor declined
ROE (%) 8.3% 10.3% 11.9% 12.2% Overall, RoE improved marginally
RoCE (%) 9.2% 10.7% 11.9% 12.0% Despite higher debt RoCE also improving

Source: Company, JM Financial

m  NWC cycle dipped to a 10-year low of 40 days: Booking of advance against the mega
HVDC order and a rise in payable days (+18 days) led to a sharp decline in NWC to 40
days (-12 days). However, it is unlikely to sustain as payable days normalise and advances
will be utilised towards project execution.

Exhibit 8. Net working capital saw healthy improvement

18 NWC (INR bn) == N\WC days

14.5 15.0 14.9 15.9 12.3 10.0
0 T T T T T T
cy12 Cy13 cY14 CY15 CY16 17 CY18E CY19E

Source: Company, JM Financial

JM Financial Institutional Securities Limited

Page 4



ABB India

6 May 2018

Segmental performance

Exhibit 9. Segmental sales mix remains unchanged
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Power Grids (40% of sales)

Revenue grew 4% YoY, led by completion of the North East Agra HVDC project and
various other solar and transmission projects. However, EBIT margins saw a healthy
recovery from 4.6% to 6.3% on improved sales mix.

Excluding the one-time HVDC order, the segment reported 23% growth in order intake,
despite a weak macro environment. The pick-up was led by robust inflows from metro
and industrial orders in domestic region and grid strengthening (Bangladesh) and GIS
Substations (Nepal) in exports.

The company expects stable demand led by government spending in renewables,
transportation and infrastructure projects. However, increased ordering through TBCB
route and falling solar tariffs will lead to sustained pricing pressure and competition.
Industrial capex is expected to recover in 2HCY18.

Exhibit 10. Segment Financials — Power Grid

INR mn CY16 CY17 YoY (%)
Revenue 23,900 24,391 2.1%
EBIT 2,844 2,812 -1.1%
EBIT Margin (%) 11.9% 11.5% -40bps
Order Inflows 23,030 24,810 7.7%
Order Backlog 10,320 11,700 13.4%
Source: Company, JM Financial

Exhibit 11. Major orders booked during the year

Sector Particulars Region
Transportation 115kV/ 22kV/ 415kV and 750 V DC substations for metro project Domestic
Transmission & Distribution Substation order from Power Grid Corporation Bangladesh Export
Power Generation e-BOP order for 1x525 MW TPP Domestic
Industrial 765 kV transformers and reactors from oil & gas customer Domestic
Transmission & Distribution 400kv GIS substation from Nepal Electricity Authority Export

Source: Company, JM Financial

Electrification Products (25% of sales)

Revenue grew 5% YoY through market share gains, introduction of new products and
increased distribution reach as capacity utilisation on some of the manufacturing lines are
at an all-time high. Operating margins declined by 40bps to 11.5%, but an increase in
local sourcing has led to faster delivery.

JM Financial Institutional Securities Limited
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Order inflows for the segment saw a healthy improvement of 13% YoY as the company
received from power generation, industrial (food & beverage) and for solar solutions for
various airports.

Management expects the growth to continue in CY18 through government spending and
increased demand for energy efficiency products. Segments such as water, datacentres,
pharma, hospitality, healthcare and F&B would continue to drive inflows.

The company launched Microgrid solutions in India in CY17 and switches under the
brand name Adiya to foray into the retail division. The company’s strong network of 300
dealers In 105 cities would help in penetration of these products.

Exhibit 12. Segment Financials — Electrification Products

INR mn CY16 CY17 YoY (%)
Revenue 23,900 24,391 2.1%
EBIT 2,844 2,812 -1.1%
EBIT Margin (%) 11.9% 11.5% -40bps
Order Inflows 23,030 24,810 7.7%
Order Backlog 10,320 11,700 13.4%

Source: Company, JM Financial

Exhibit 13. Major orders booked during the year

Sector Particulars Region
Transportation Solar power solutions for airports Domestic
Industrial PVS 100 kW inverters - F&B Client Domestic
Industrial Supply of GIS - 33kV & 11kV & RMU - 33kV & 11kV for industrial corridor Domestic
Power generation 11kV 50 kA and 40kA AIS switchgear for thermal power project Domestic
Power generation 100 MW for state power generation - West India Domestic

Source: Company, JM Financial

Industrial Automation (15% of sales)

Revenue in 1A segment declined 5% YoY as greenfield investments were weak and
increased focus on opex. Demand from core sectors like steel and cement were flat YoY
vs. a decline earlier. However, a pickup in exports improved the sales mix, thus leading to
a 150bps improvement in EBIT margins to 12.1%.

Order intake was up 12% YoY on improved inflows from mining and mineral processing
for non-ferrous metals, railways, F&B and pharma. Although overall ordering momentum
remained weak in power and oil & gas sector, ABB improved its growth through
marketing of specialised equipment on automation front, making it the market leader in
automation products in thermal and hydro power segment.

Outlook for CY18 indicates that ordering in power (thermal), coal and steel sectors will be
weak, but water, oil & gas, food & beverage and pharma sectors are likely to drive
ordering. Also, there is a focus on automation of older hydro projects. The company has
taken complete market share in ALCO 3,300 HP turbochargers for locomotives with 30%
growth in export components.

Exhibit 14. Segment Financials — Industrial Automation

INR mn CY16 cY17 YoY (%)
Revenue 14,851 14,092 -5.1%
EBIT 1,578 1,700 7.7%
EBIT Margin (%) 10.6% 12.1% 140bps
Order Inflows 13,030 15,250 17.0%
Order Backlog 10,320 11,550 11.9%

Source: Company, JM Financial
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Exhibit 15. Major orders booked during the year

Sector Particulars Region
Industrial Digitalization for F&B, Pharma, Paint Manufacturer Domestic
Industrial Automation & Electicals for LPG Segment Domestic
Industrial Enterprise-wise partnership and digital transformation - Cement Domestic
Power generation Automation - 660 MW super-critical plant Domestic

Source: Company, JM Financial

Robotics and Motion (20% of sales)

m  Revenue was flat YoY as slower growth in heavy industries led the company to focus on
light industries such as F&B, HVAC, water and waste water. Railways also showed healthy
growth in number of robots sold. EBIT margins declined 50bps YoY to 8.4%.

m  Order intake was up 11% YoY as company booked orders from railways (propulsion
system), motor orders for pumps, and a huge pick-up in robotic orders in various
industries.

= Mixed bag outlook as light industry continues to see demand traction from sectors like
F&B, water, renewable, along with transportation, infrastructure and oil & gas. However,
heavy industries could take some time to rebound.

Exhibit 16. Segment Financials — Robotics & Motion

INR mn CY16 cY17 YoY (%)
Revenue 19,359 19,359 0.0%
EBIT 1,721 1,628 -5.4%
EBIT Margin (%) 8.9% 8.4% -50bps
Order Inflows 18,170 20,080 10.5%
Order Backlog 16,200 17,230 6.4%

Source: JM Financial, Company

Exhibit 17. Major orders booked during the year

Sector Particulars Region
Transportation Propulsion system & composite converter orders from CLW Domestic
Transmission & Distribution Traction battery charger order — Alstom Domestic
Industrial 25 Smart sensors across clients Domestic
Industrial Motor orders from several players like WPIL, ISGEC, Sulzer etc Domestic
Industrial Robotics from Auto firms Domestic

Source: Company, JM Financial
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Financial Tables (Standalone)
Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March CY15A CY16A CY17A CY18E CY19E Y/E March CY15A CY16A CY17A CY18E CY19E
Net Sales 81,403 86,422 90,873 1,03,628 1,16,676 Shareholders’ Fund 30,181 32,867 36,069 40,370 45,910
Sales Growth 5.3% 6.2% 52% 14.0% 12.6% Share Capital 424 424 424 424 424
Other Operating Income 0 0 0 0 0 Reserves & Surplus 29,757 32,443 35,645 39,946 45,486
Total Revenue 81,403 86,422 90,873 1,03,628 1,16,676 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 53,000 56,132 58,906 67,174 75,631 Minority Interest 0 0 0 0 0
Personnel Cost 7,499 7,503 7,963 8,361 8,779 Total Loans 6,000 6,000 6,041 6,041 6,041
Other Expenses 13,779 15,842 16,644 19,171 21,585 Def. Tax Liab. / Assets (-) -939 -1,304 -1,173 -1,173 -1,173
EBITDA 7,125 6,945 7,361 8,922 10,680 Total - Equity & Liab. 35,242 37,564 40,937 45,238 50,779
EBITDA Margin 8.8% 8.0% 8.1% 8.6% 9.2% Net Fixed Assets 13,427 13,227 13,351 13,726 14,047
EBITDA Growth 28.2% -2.5% 6.0% 21.2% 19.7% Gross Fixed Assets 12,984 14,059 15,251 17,251 19,251
Depn. & Amort. 1,598 1,510 1,580 1,625 1,679 Intangible Assets 0 0 0 0 0
EBIT 5,527 5,436 5,781 7,297 9,001 Less: Depn. & Amort. 0 1,510 3,064 4,690 6,369
Other Income 130 1,216 1,210 1,417 1,608 Capital WIP 443 678 1,165 1,165 1,165
Finance Cost 912 919 773 696 626 Investments 164 163 2,706 2,706 2,706
PBT before Excep. & Forex 4,746 5,733 6,218 8,018 9,983 Current Assets 59,914 62,618 71,650 78,491 89,966
Excep. & Forex Inc./Loss(-) 0 0 0 0 0 Inventories 9,396 9,403 11,536 12,776 14,385
PBT 4,746 5,733 6,218 8,018 9,983 Sundry Debtors 33,538 29,707 27,878 31,230 35,163
Taxes 1,747 1,988 2,018 2,646 3,294 Cash & Bank Balances 5,736 11,892 14,917 15,462 19,001
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 4,714 413 462 568 639
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 6,531 11,204 16,858 18,454 20,778
Reported Net Profit 2,999 3,745 4,200 5,372 6,688 Current Liab. & Prov. 38,263 38,445 46,770 49,685 55,940
Adjusted Net Profit 2,999 3,745 4,200 5,372 6,688 Current Liabilities 21,023 21,573 27,131 28,391 31,966
Net Margin 3.7% 4.3% 4.6% 52% 5.7% Provisions & Others 17,240 16,872 19,639 21,293 23,974
Diluted Share Cap. (mn) 2119 211.9 211.9 211.9 211.9 Net Current Assets 21,651 24,174 24,880 28,806 34,025
Diluted EPS (INR) 14.2 17.7 19.8 254 31.6 Total — Assets 35,242 37,564 40,937 45,238 50,779
Diluted EPS Growth 31.2% 24.9% 12.1% 27.9% 24.5% Source: Company, JM Financial
Total Dividend + Tax 944 944 1,020 1,071 1,148
Dividend Per Share (INR) 3.7 3.7 4.0 4.2 4.5
Source: Company, JM Financial
Cash Flow Statement (INR mn) Dupont Analysis
Y/E March CY15A CY16A CY17A CY18E CY19E Y/E March CY15A CY16A CY17A CY18E CY19E
Profit before Tax 4,746 5,733 6218 8,018 9,983 Net Margin 379% 43% 4.6% 52% 57%
Depn. & Amort. 5,723 1,510 1,555 1,625 1,679 Asset Turnover () 12 12 11 11 12
Net Interest Exp. /Inc. (- 0 0 0 0 0 Leverage Factor (x) 24 24 2.4 2.4 23
Inc (-) / Dec in WCap. -976 3,633 2,319 -3,381 -1,680 RoE 10.3% 11.9% 12.2% 14.1% 15.5%
Others -787 -365 131 0 0 -
Taxes Paid 1,747 -1,988 -2,018 -2,646 -3,294 Key Ratios
Operating Cash Flow -4,487 8,522 8,204 3,616 6,687 Y/E March CY15A CY16A CY17A CY18E CY19E
Capex 6,611 -1,309 1,679 -2,000 -2,000 BV/Share (INR) 142.4 155.1 170.2 190.5 216.7
Free Cash Flow 2,125 7,214 3,982 1,616 4,687 ROIC 7% 12.4% 15.2% 18.5% 20.6%
Inc (-) / Dec in Investments 1 1 2,543 0 0 ROE 10.3% 11.9% 12.2% 14.1% 15.5%
Others 0 0 0 0 0 Net Debt/Equity (x) 0.0 -0.2 -0.2 -0.2 -0.3
Investing Cash Flow 6,612 -1,309 4,223 -2,000 -2,000 P/E () 90.9 728 64.9 50.7 40.7
Inc/ Dec (-) in Capital 0 0 0 0 0 P/B () 9.0 8.3 7.6 6.8 59
Dividend + Tax thereon 944 944 -1,020 21,071 1,148 EV/EBITDA (x) 383 38.4 358 295 243
Inc / Dec (-) in Loans 2,289 0 41 0 0 Ev/Sales (x) 3.4 3.1 29 25 22
Others 6 115 23 0 0 Debtor days 150 125 112 110 110
Financing Cash Flow 1,352 -1,058 956 -1,071 -1,148 Inventory days 42 40 46 45 45
Inc / Dec (-) in Cash 3,476 6,156 3,025 545 3,540 Creditor days 85 77 86 82 83
Opening Cash Balance 2,260 5,736 11,892 14,917 15,462 Source: Company, JM Financial
Closing Cash Balance 5,736 11,892 14,917 15,462 19,002

Source: Company, JM Financial
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Hold Price expected to move in the range of 10% downside to 15% upside from the current market price.
Sell Price expected to move downwards by more than 10%

Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research
report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written
consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading
memberships of the BSE Ltd. (BSE), National Stock Exchange of India Ltd. (NSE) and Metropolitan Stock Exchange of India Ltd. (MSEI). No material disciplinary
action has been taken by SEBI against JM Financial Institutional Securities in the past two financial years which may impact the investment decision making of
the investor.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing
offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies)
covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or
sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged
in, it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and members of their household are prohibited from buying or selling
debt or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report.
The Research Analyst(s) principally responsible for the preparation of this research report or their relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the
time of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities
may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.
This report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.
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The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk
of any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the
right to make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any
transaction.

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial
Institutional Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may
or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform
themselves of and to observe such restrictions.

Persons who receive this report from JM Financial Singapore Pte Ltd may contact Mr. Ruchir Jhunjhunwala (ruchir.jhunjhunwala@jmfl.com) on +65 6422 1888
in respect of any matters arising from, or in connection with, this report.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. (*JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in
Rule 15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report
and are not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it
to JM Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

JM Financial Institutional Securities only accepts orders from major U.S. institutional investors. Pursuant to its agreement with JM Financial Institutional
Securities, JM Financial Securities effects the transactions for major U.S. institutional investors. Major U.S. institutional investors may place orders with JM
Financial Institutional Securities directly, or through JM Financial Securities, in the securities discussed in this research report.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are
outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the
Financial Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and
will be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of
the securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities
or as a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only
under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under
applicable securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which
such offer or sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities
commission or similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits
of the securities described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you
based on your representation that you are an "accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a
“permitted client” as such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under
no circumstances is the information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as
being tailored to the needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their
affiliates and authorized agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of
this research report or the information contained herein.
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