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Rating: BUY | CMP: Rs393 | TP: Rs629 

Steady Performance 

Quick Pointers 

 Total protection share improves to 13% of APE helping deliver overall APE 

growth 

 Margins improve to 20.4% on lower opex and better protection growth 

Max Life’s individual NB APE growth was better at 25% YoY led by strong 

protection segment growth which grew by 78%. Group protection segment 

also grew robust at 51% YoY. Improving protection share with improvement 

in opex cost has helped deliver margins of 20.4% up by 230bps YoY in 

H1FY19. Management continues to give thrust on growing from proprietary/e-

commerce channels and higher focus on improving protection mix further, 

targeting 25% growth in top-line, 25% VNB margin and 25% RoEV by FY21. 

We have slightly toned down growth but improved margin estimates 

marginally as we see continuing upward trends. Valuations at 1.6-1.7x EV 

remains undemanding with improving product mix, hence maintain our 

recommendation of BUY with revised TP of Rs629 (from Rs700) translating to 

2.6x Sep FY21E EV, rolled from Mar FY20E EV, adjust CoE assumptions 

upwards and assign higher holdco discount of 20% from 10%. 

 Stronger growth led by protection: Max Life’s individual APE grew by strong 

26% YoY in H1FY19 (33% YoY implied in Q2FY19) led by robust protection 

growth of 78% YoY improving its share to 7% of total APE mix. Growth was 

driven by proprietary channels and Axis banca channel, while non-Axis banca 

contribution to growth was meagre due to seasonality in those banca 

relationships. Group protection also grew robust 51% YoY with share of 7% of 

which 1% if group credit and rest is group term. 

 Profitability growth lower by one-off expenses: Earnings were lower due to 

one-time expenses for the attempted acquisition of IDBI Federal Life, 

knowledge partnership with New York Life, higher protection sales and shift in 

product mix, despite which opex saw improvement by 80bps YoY in H1FY19. 

PBT was aided by better yield on investment, Rs500mn write-back from re-

alignment of reserves associated with non-par savings product.  

 Persistency improving: Max saw good gains in 13th & 37th month persistency 

YoY and from Q1FY19, while was steady at 61st month bucket. Improved 

protection share helped improve margin to 20.4% up 230bps YoY with VNB 

growing 42% YoY. EV grew by 12% YoY to 77.5bn on positive operating 

variance led by better persistency and mortality experience but was offset by 

dividend payout and negative investment variance. 

 Strong guidance till FY21: Management has charted path of 25% top line 

growth, 25% VNB margins (20.4% currently), RoEV of 25% by FY21 which will 

be led by strong focus on growth from proprietary channels (increase 

agents/branches), focus on individual protection growth and improve operating 

leverage. We remain conservative in our estimates on growth and margins as 

upfront opex would be incurred to build business and channels but continue to 

see upward trends.  
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Q2FY19 Result Update 

Key Financials 

Y/e March FY18 FY19E FY20E FY21E 

Net Premiums  
(Rs m) 

123,795 147,053 174,277 208,056 

- Growth (%) 15.9 18.8 18.5 19.4 

Surplus / Deficit 
(Rs m) 

7,082 9,474 11,607 13,984 

PAT (Rs m) 5,276 9,523 11,026 12,448 

- Growth (%) -20.0 80.5 15.8 12.9 

EPS (Rs) 2.7 5.0 5.7 6.5 

Emb. Value  
(Rs bn) 

75.1 88.1 104.3 123.4 

NBP Margin (%) 
post overrun 

20.2 21.0 21.8 22.1 

RoE (%) 20.3 31.4 29.1 59.2 

Operating RoEV 
(%) 

20.6 20.8 21.3 21.1 

RoEV (%) 19.9 21.0 21.6 21.1 

Dividend yield (%) 0.4 0.3 0.3 0.3 

Price/EV (x) 2.5 2.1 1.8 1.5 

Ap. Value/EV (x) 4.0 3.4 2.9 2.4 

Key Data  MAXI.BO | MAXF IN 

52-W High / Low Rs.350 /  Rs.268 

Sensex / Nifty 35,142 / 10,576  

Market Cap Rs.105.5bn/ $ 1,465.1m 

Shares Outstanding 268.4m 

3M Avg. Daily Value Rs.390.2m 

Shareholding Pattern (%) 

Promoter’s 30.29  

Foreign 28.52  

Domestic Institution 31.20  

Public & Others 9.99 

Promoter Pledge (Rs bn) 25.42   

Stock Performance (%) 

 1M 6M 12M 

Absolute 9.4 (18.2) (27.7) 

Relative 8.4 (16.1) (31.6) 
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Exhibit 1: Better protection share, improvement in margins on lowering cost 

Rs Mn Q2FY19 Q2FY18  YoY Chg.  Q1FY19  QoQ Chg.  H1FY19 H1FY18  YoY Chg.  

Individual New Business APE 8,530 6,400 33.3 5,520 55 14,050 11,120 26.3 

         

Total Protection APE 1,010 560 80.4 990 2 2,000 1,230 62.6 

Individual Protection APE 570 260 119.2 410 39 980 550 78.2 

Group Protection APE 430 290 48.3 580 (26) 1,010 670 50.7 

         

% of Total protection of Total APE 11.7 8.6 314.4 16.0 (27) 13.0 10.0 300.0 

         

Ratios (%)         

Commission Ratio 6.8 6.7 8.0 6.3 51.1 6.6 6.7 (12.4) 

Operating Expense Ratio 12.9 13.0 (11.3) 17.3 (442.8) 14.7 15.5 (76.2) 

Total Expense Ratio 19.7 19.7 (3.3) 23.6 (391.7) 21.3 22.2 (88.6) 

         

VNB post overrun 1,890 1,180 60.2 1,010 87 2,900 2,040 42.2 

VNB Margin  post overrun (%) 21.9 18.1 386.2 18.1 382.6 20.4 18.1 230.0 

Embedded Value      77,520 69,460 11.6 

Operating Return on EV (%) (Op. RoEV) 0.0 0.0 - 15.0  18.5 16.8 170.0 

Source: Company, PL 

Exhibit 2: Product mix is shifting towards protection segment and lowering in PAR 

Total NB APE Product Mix (%) Q2FY19 Q2FY18  YoY Chg.  Q1FY19  QoQ Chg.  H1FY19 H1FY18  YoY Chg.  

ULIP 41 38 261 41 - 41 34 700 

Non PAR Savings 5 9 (373) 5 - 5 8 (300) 

Individual Protection 6 3 270 7 (93) 6 4 200 

Group Protection 5 4 55 9 (401) 7 6 100 

PAR 43 46 (286) 38 494 41 48 (700) 

Source: Company, PL 

Exhibit 3: Steadying mix in ULIP/Par but steady improvement in protection 

58% 56% 51% 55% 54% 51% 48% 47% 43% 38% 41%

27%
30% 35% 31% 30%

28% 34% 40% 41%
41% 41%

0% 4% 4% 4% 7% 13% 10% 5% 8% 16% 13%
9% 10% 10% 10% 9% 7% 8% 9% 8% 5% 5%

FY16 1Q17 1H17 9M17 FY17 1Q18 1H18 9M18 FY18 1Q19 1H19

PAR ULIP Non PAR Protection Non PAR Savings

 

Source: Company, PL  

Note: Periods 1Q19/1Q18/FY18/FY17/FY16 represent Total Protection (Group + 

Individual) 
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Exhibit 4: Proprietary channel grew better than banca channel with non-Axis banca muted 

APE Sourcing Mix Q2FY19 Q2FY18  YoY Chg.  Q1FY19  QoQ Chg.  H1FY19 H1FY18  YoY Chg.  

Rs Mn         

Proprietary          2,930           1,906             53.7           1,987             47.5           4,918           3,558             38.2  

Axis Bank          4,717           3,581             31.7           2,870             64.3           7,587           5,894             28.7  

Other Banks             883              849               4.0              662             33.3           1,546           1,557             -0.7  

Others               85                64             33.3                55             54.5              141              111             26.3  

Total          8,615           6,400             34.6           5,575             54.5         14,191         11,120             27.6  

         

(%)         

Proprietary               34                30           456.5                36         (164.7)               35                32           300.0  

Axis Bank               55                56           (65.6)               52           329.4                54                53           100.0  

Other Banks               10                13         (291.0)               12         (164.7)               11                14         (300.0) 

Others                 1                  1                -                    1                -                    1                  1                -    

Source: Company, PL 

Exhibit 5: Proprietary channel share sees good improvement 

58%
50%

58% 60% 60%
49% 53% 56% 59%

52% 54%

32%
38%

31% 32% 23%
35% 32% 31% 27% 36% 35%

9% 10% 10% 10% 15% 15% 14% 13% 13% 12% 11%

FY16 1Q17 1H17 9M17 FY17 1Q18 1H18 9M18 FY18 1Q19 1H19

Axis Bank Proprietary Other Banks Others

 

Source: Company, PL 

Exhibit 6: Opex sees improvement  
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6.3%
6.8%

12.9% 13.6%

11.0%

17.7% 17.0%

12.7% 13.4%

18.9%

13.0%
13.4%

9.8%

17.3%

12.9%

22.7% 22.2%
20.3%
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Source: Company, PL 
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Exhibit 7: Active agent productivity has been improving 

6
6
 

6
5
 

6
8
 

6
9
 8

2
 

7
9
 

8
0
 

8
4
 

8
6
 9
5
 

1
9
 

2
1
 

2
3
 

2
4
 

2
0
 

2
2
 

2
3
 

2
7
 

2
2
 2
8
 

1Q17 1H17 9M17 FY17 1Q18 1H18 9M18 FY18 1Q19 1H19

Active Agent Prod. (Rs '000 pm) Branch Prod. (Rs lakhs pm)

 

Source: Company, PL 

Exhibit 8: Conservation Ratio is amongst the best in peers 
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Source: Company, PL 

Exhibit 9: Persistency Ratio improved in key buckets 
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Source: Company, PL 

Exhibit 10: Solvency Ratio remains healthy 
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330%
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Source: Company, PL 
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Exhibit 11: Change in estimates table – We decrease APE growth but improve 

margins profile slightly 

  Old Revised % Change 

Rs Bn FY19E FY20E FY19E FY20E FY19E FY20E 

 APE  39.8 47.8 39.1 46.6 (1.6) (2.4) 

 VNB  8.1 10.3 8.2 10.2 1.0 (1.5) 

 VNB Margin (%)  20.5 21.6 21.0 21.8 0.5 0.2 

 EV  86.9 101.4 88.1 104.3 1.4 2.9 

Price target (Rs)  700 629 (10.1) 

Recommendation BUY BUY 
 
 

Source: Company, PL 

Exhibit 12: We reduce our TP to Rs629 (from Rs700) on SOTP basis 

PT calculation and upside  

Op RoEV 21.3% 

CoE 13.9% 

g 5.0% 

Embedded value  114 

Price / Embedded value 2.6 

Appraisal Value  300 

Number of shares of Max Fin Services, mn 267.3 

Valuation per share 629 

CMP 401 

Upside (%) 56.9% 

Source: Company, PL Note – Holding Co discount of 20% 

Exhibit 13: Key Metrics and EV movement 

Rs bn FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

APE 15.9 15.7 18.3 19.7 21.1 26.6 33.1 39.1 46.6 55.1 

YoY growth (%)  (1.3) 17.1 7.2 7.4 25.7 24.5 18.4 19.1 18.2 

NBV 0.7 2.0 2.4 4.2 3.9 5.0 6.6 8.2 10.2 12.2 

YoY growth (%)   21.2 76.3 (8.5) 29.0 31.3 25.4 23.6 19.6 

EV Movement           

Opening IEV 32.2 36.8 37.6 44.0 52.3 56.2 65.9 75.1 88.1 104.3 

New Business Value, post-overrun 0.7 2.0 2.4 4.2 3.9 5.0 6.6 8.2 10.2 12.2 

EVOP 4.7 3.7 5.1 12.4 8.2 12.9 13.1 15.8 19.0 22.0 

Dividend payout - 3.0 3.1 2.4 4.4 3.2 3.9 2.8 2.8 3.0 

Closing EV 36.8 37.6 39.5 52.3 56.2 65.9 75.1 88.1 104.3 123.4 

Adjusted Net worth 17.1 19.0 19.3 21.2 20.8 24.0 24.8 31.6 39.8 49.3 

Value in force (VIF) 19.7 18.6 20.2 31.2 35.4 41.9 50.3 57.6 66.2 76.0 

Ratios (%)           

NBAP margins 4.2 12.6 13.1 21.3 17.9 18.8 19.8 21.0 21.8 22.1 

RoEV 14.6 10.2 13.5 28.1 15.7 23.0 19.9 21.0 21.6 21.1 

Operating RoEV 12.2 10.8 15.6 22.3 17.0 19.9 20.6 20.8 21.3 21.1 

Source: Company, PL 
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Appendix 

Exhibit 14: Policyholders’ Account (Technical Account) 

Policyholders' Account FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

Net earned premium 65,703 72,118 81,051 91,389 1,06,802 1,23,795 1,47,053 1,74,277 2,08,056 

Investment income 12,994 21,622 41,057 12,899 42,107 37,574 49,164 60,402 74,076 

Other income 114 308 586 165 191 345 379 417 459 

Total Revenue 78,811 94,048 1,22,695 1,04,453 1,49,100 1,61,715 1,96,596 2,35,096 2,82,591 

Commission expense 6,140 6,828 7,486 8,210 9,364 8,929 12,613 14,948 17,845 

Operating expense 12,288 12,038 12,419 12,496 15,911 16,097 20,032 22,862 27,293 

Benefit Cost 53,480 68,402 96,025 78,349 1,16,461 1,28,499 1,53,482 1,84,483 2,22,031 

Total expense 71,877 87,868 1,16,551 99,816 1,42,492 1,54,426 1,87,123 2,23,489 2,68,608 

Surplus / Deficit 6,934 6,180 6,144 4,638 6,609 7,289 9,474 11,607 13,984 

Source: Company, PL 

Exhibit 15: Shareholders’ Account (Revenue Account) 

Shareholders' Account FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

Transfer from policholders' account 3,023 2,944 2,835 3,351 5,551 3,992 8,017 8,564 10,027 

Investment income 2,193 2,415 2,706 2,187 3,089 2,178 3,083 4,282 4,470 

Expenses 463 329 765 434 963 24 27 25 23 

Profit before tax 4,754 5,031 4,776 5,109 7,682 6,152 11,073 12,821 14,475 

Tax expenses 519 672 634 718 1,083 875 1,550 1,795 2,026 

Profit after tax 4,234 4,359 4,142 4,391 6,599 5,276 9,523 11,026 12,448 

Source: Company, PL 

Exhibit 16: Balance Sheet 

Balance Sheet FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

Sources of Fund          

Shareholders' Fund 21,509 21,480 20,553 20,239 25,093 26,989 33,752 42,019 51,478 

Borrowings - - - - - - - - - 

Policyholders’ Funds: Insurance reserves & provisions 1,74,684 2,17,135 2,79,846 3,25,054 4,06,692 4,86,143 5,88,157 7,13,387 8,64,678 

Others 6,787 9,986 13,279 14,563 15,565 18,655 20,112 23,155 27,111 

Total 2,02,980 2,48,601 3,13,678 3,59,856 4,47,350 5,31,788 6,42,022 7,78,560 9,43,268 

Application of Funds          

Shareholders’ inv 27,111 27,751 26,227 23,918 32,303 32,146 44,940 50,219 49,124 

Policyholders’ inv 72,921 1,06,102 1,51,980 2,02,784 2,55,483 3,19,238 3,88,275 4,75,879 5,88,441 

Assets to cover linked liab. 1,04,547 1,13,304 1,33,996 1,31,538 1,55,910 1,70,981 2,00,048 2,44,059 2,97,751 

Net Current Assets -5,845 -1,369 -304 -827 558 5,608 4,639 3,872 2,967 

Other Assets 1,553 1,596 1,780 2,442 2,956 3,814 4,120 4,532 4,985 

Total 2,00,287 2,47,385 3,13,678 3,59,856 4,47,209 5,31,788 6,42,022 7,78,560 9,43,268 

Source: Company, PL 
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Exhibit 17: Embedded Value 

Embedded Value FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

Embedded Value 39,530 52,320 56,170 65,900 75,090 88,104 1,04,346 1,23,357 

Annualised Premium Equivalent (APE) 18,348 19,670 21,130 26,570 33,072 39,144 46,634 55,129 

New Business Value 2,400 4,230 3,871 4,995 6,561 8,226 10,169 12,160 

New Business Margin (%) 13.1 21.3 17.9 18.8 20.2 21.0 21.8 22.1 

EV Operating Profit 5,060 12,370 8,240 12,905 13,121 15,785 19,013 22,014 

Operating RoEV (%) 15.6 22.3 17.0 19.9 20.6 20.8 21.3 21.1 

Source: Company, PL 

Exhibit 18: Key Ratios 

Key Ratio FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 

Commission expense/GWP (%) 9.2 9.4 9.2 8.9 8.7 7.1 8.5 8.5 8.5 

Operating expense/GWP (%) 18.5 16.5 15.2 13.6 14.8 12.9 13.5 13.0 13.0 

Total expense/GWP (%) 27.8 25.9 24.4 22.5 23.4 20.0 22.0 21.5 21.5 

Source: Company, PL 
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Analyst Coverage Universe 

Sr. No. CompanyName Rating TP (Rs) Share Price (Rs) 

1 Axis Bank Accumulate 681 611 

2 Bank of Baroda BUY 161 110 

3 Bank of India Reduce 89 79 

4 Federal Bank BUY 102 82 

5 HDFC Bank BUY 2,310 1,968 

6 HDFC Standard Life Insurance Company BUY 500 359 

7 ICICI Bank BUY 365 316 

8 ICICI Prudential Life Insurance Company BUY 507 323 

9 IDFC Bank Accumulate 55 37 

10 IndusInd Bank BUY 2,000 1,627 

11 Jammu & Kashmir Bank BUY 94 40 

12 Kotak Mahindra Bank Hold 1,291 1,177 

13 Max Financial Services BUY 700 359 

14 Punjab National Bank Hold 79 65 

15 SBI Life Insurance Company BUY 779 564 

16 South Indian Bank BUY 22 15 

17 State Bank of India BUY 355 295 

18 Union Bank of India Reduce 79 68 

19 YES Bank Accumulate 231 198 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Ms. Pritesh Bumb- MBA, M.com Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report 
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific 
recommendation(s) or view(s) in this report. 

(US Clients) 

The research analysts, 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 related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Ms. Pritesh Bumb- MBA, M.com  Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding 
twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its 
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.  

PL and 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 subject company 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 subject company or act as an 
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