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Inline results; Next phase of growth from East

Dalmia Bharat (DBEL) reported revenue growth of 21% YoY in 4QFY18, led by volume
growth (14% YoY) on rising demand in key markets - East (+17% YoY), Northeast (+14%
YoY), South (+14% YoY) and Maharashtra (+14% YoY). Realisations declined marginally on
a sequential basis and was 3% higher YoY. EBITDA/t at INR1,137/t declined 6% YoY as cost
escalations more than offset the realisations improvement. Net debt declined by INR4.4bn in
4QFY18 and net debt-to-EBITDA reduced to 1.72x from 2x QoQ with cost of debt declining
to 8% (8.9% in 4QFY17). Company has embarked on its next phase of growth through
7.8MTPA of capacity expansion in Eastern India. Post expansion DBEL will become a major
player in the east with combined capacity of 18.2MTPA (supported by 7.5MTPA of clinker)
having a capacity share of 20% (12% currently). DBEL is setting up the capacity at a cost of
USD70/t, expected to be completed in 30 months. We value DBEL's existing assets at 12x EVE
additionally incorporating INR400 on expansion potential; TP is INR 3,420 (Mar’19). Maintain
BUY.

+14% volumes drive revenue growth: DBEL reported volumes of 5.18mnT in 4QFY18,
(+14% YoY) on rising demand across markets (East - +17%, North East - +14%, South -
+14% and Maharashtra - +14%). Revenue for the quarter - at INR 26.4bn - grew 21%
YoY. Cement realisations - at INR 4,892/t - grew 3% YoY (sequential decline of 1%).
Capacity utilisation was 83% in 4QFY18 vs. 73% in 4QFY17. For full year FY18, volumes
grew by 11% at 16.96mnT. Net realisations for full year grew by 5.4% leading to a
revenue growth of 16%.

Cost escalations impact EBITDA/t: 4QFY18 EBITDA at INR 5.9bn (+7% YoY). Blended
EBITDA/t at INR 1,137/t (vs. INR 1,212/t) declined 6% as the realisation growth (INR290/t
of positive impact) was more than offset by increase in raw material costs (-INR89/t of
impact), power/fuel costs (-INR62/t impact), freight costs (-INR125/t impact) and other
expenses (-INR84/t impact). Power/fuel cost increase was primarily on higher petcoke
prices partially mitigated by increase in AFR usage and WHR commissioning. Diesel price
increase led to higher logistics cost. The company contained freight costs escalations on
the reduction in lead distance (decline of 15-17kms during 4QFY18). It reported PAT at
INR 1.8bn (INR 2.1bn in 4QFY17).

7.8MTPA of capacity expansion: OCL, a subsidiary of DBEL is setting up 7.8MTPA of
capacity in Eastern India. OCL will set up a clinkerisation line in its Rajgangpur plant with
2.8MTPA capacity. Additionally, company will set up split grinding units in Odisha, Bengal
and Bihar aggregating to 7.8MTPA capacity. Post expansion DBEL+OCL will have total
capacity of 18.2MTPA in east (9.3MTPA from existing, 1.1MTPA from Kalyanpur and
7.8MTPA from expansion) supported by clinker capacity of 7.5MTPA. Post expansion
capacity share is expected to be 20% (12% currently)

Maintain BUY: We value DBEL's existing assets at 12x EVE. Additionally, we incorporate
INR 400/share on account of the company's expansion potential, factoring in execution
risks. We arrive at a TP of INR 3,420/share and maintain our BUY rating on the stock.
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Recommendation and Price Target

Current Reco. BUY
Previous Reco. BUY
Current Price Target (12M) 3,420
Upside/(Downside) 24.9%
Previous Price Target 3,420
Change 0.0%
Key Data — DBEL IN

Current Market Price INR2,737
Market cap (bn) INR244.0/US$3.6
Free Float 42%
Shares in issue (mn) 89.0
Diluted share (mn) 89.0
3-mon avg daily val (mn) INR479.1/US$7.0
52-week range 3,350/2,299
Sensex/Nifty 34,616/10,517
INR/US$ 68.1
Price Performance

% 1™ 6M 12M
Absolute -5.7 -9.6 12.8
Relative* -6.2 -12.6 -0.7

Financial Summary (INR mn)
Y/E March FY16A FY17A FY18A FY19E FY20E
Net Sales 64,113 74,235 86,088 1,02,010 1,16,364
Sales Growth (%) 90.6 15.8 16.0 18.5 141
EBITDA 15,916 18,935 20,415 24,195 27,255
EBITDA Margin (%) 24.8 255 23.7 237 234
Adjusted Net Profit 1,900 2,552 5,359 8,950 11,525
Diluted EPS (INR) 21.4 28.7 60.2 100.6 129.5
Diluted EPS Growth (%) 2,488.4 339 110.0 67.0 28.8
ROIC (%) 5.0 6.3 9.0 11.0 1.3
ROE (%) 5.0 5.3 9.7 14.0 15.9
P/E (x) 127.8 95.4 45.4 27.2 21.1
P/B (x) 5.3 4.8 4.1 36 3.1
EV/EBITDA (x) 21.0 17.3 15.7 13.4 11.9
Dividend Yield (%) 0.1 0.1 0.2 0.0 0.0

Source: Company data, JM Financial. Note: Valuations as of 21/May/2018

JM Financial Institutional Securities Limited

* To the BSE Sensex

JM Financial Research is also available on:

Bloomberg - JMFR <GO>,
Thomson Publisher & Reuters
S&P Capital 1Q and FactSet

Please see Appendix | at the end of this

report for
Disclaimers
Certification.

Important
and Research

Disclosures

and
Analyst




Dalmia Bharat

21 May 2018

Other details and conference call highlights

Expansion details — DBEL will set up a clinker line of 2.8MTPA in Rajgangpur in Odisha
and split grinding units at Odisha, Bengal and Bihar

- Expansion is expected to be completed in 30 months’ time
- Expansion would require an investment of INR37.2bn

- Net Debt to EBITDA will remain at 2.2-2.4x as the incremental capex will be incurred
over 2.5 years

- Total capex for expansion and acquisition is expected to be INR50bn to be spent over
2.5 years

- Consequent to expansion, company will have 18.2 MTPA of grinding capacity in East
supported by 7.5MTPA of clinker capacity

8 MTPA of grinding capacity is expected to be commissioned in East India apart from
expansion from DBEL

Management expects the cement industry to grow at 7-8% on increased demand from
infrastructure, low cost housing, NHAI projects and irrigation projects

- Company expects to grow at 1.5 times the industry

Dalmia DSP brand is the premium brand with price gap of around INR80-100/bag with
other brand of cement

Company commissioned 9.2MW of WHR capacity in Rajgangpur, Odisha

- Company expects 50Kwh electricity generation per tonne of clinker with a cost of
power at INRO.4-0.5/Kwh. Cost of power production from renewable source is
INRO.2/Kwh

- Company intends to set up WHRS of 16MW at other locations as well
Slag prices have increased by 100% YoY

- Slag availability is expected to improve on account of production uptick from Bhushan
plant on acquisition by Tata

Petcoke prices are currently at USD108/t (+30% YoY)
Company has incentives receivable of INR8.5bn

- Company booked INR3.5bn of incentives in FY18; INR820mn booked in 4QFY18

Exhibit 1. Operating Performance (INR/t)
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Exhibit 2. Cement volume trends
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Exhibit 3. Cement realisation trends
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Exhibit 4. EBITDA/t trends
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Exhibit 5. Valuations Charts
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Exhibit 6. Results in brief (INR mn)
4Q FY18 4QFY17 %YoY 3QFY18 %QoQ FY18 FY17 %YoY

Net Sales(excluding excise) 26,380 21,850 20.7 20,906 26.2 86,088 74,044 16.3
Other Operating Income 0 0 0 0 0 #DIV/0!
Total Revenues 26,380 21,850 20.7 20,906 26.2 86,088 74,044 16.3
Expenditure 20,490 16,334 25.4 16,362 25.2 65,673 54,992 19.4
EBITDA 5,891 5,517 6.8 4,544 29.6 20,415 19,052 7.2
% margin 22.3 25.2 21.7 23.7 25.7
Other income 655 715 -8.4 507 29.1 2,784 2,988 -6.8
Interest 1,539 1,998 -23.0 1,419 8.5 7,049 8,900 -20.8
Depreciation 1,861 1,509 23.4 1,814 2.6 7,037 6,027 16.8
PBT 3,145 2,724 15.4 1,818 73.0 9,112 7,112 28.1
Tax 1,060 565 87.4 374 183.3 2,677 2,762 -3.1
% tax rate 33.7 20.7 20.6 29.4 38.8
PAT (Reported) 2,086 2,159 -34 1,444 445 6,436 4,351 47.9
Less: Minority interest 249 319 279 1,078 870
o]@] 0 248 659 4,482 232
Total Comprehensible Income 1,837 2,089 -12.1 1,824 0.7 9,840 3,713 165.0
EPS (INR) 20.6 20.7 -0.2 13.1 57.6 63.8 39.1 63.1
Key Operational matrix
Cement sales (mn tonnes) 5.18 4.55 13.8 4.15 24.8 16.96 15.29 10.9
Realisation (INR/tonne) 4,892 4,743 3.1 4,941 -1.0 4,969 4,704 5.6
EBITDA INR/tonne 1,143 1,212 -5.7 1,075 6.3 1,198 1,246 -3.9

Source: Company, JM Financial

Exhibit 7. Expense breakdown (INR mn)

4QFY18 4QFY17 %YoY 3QFY18 %QoQ FY18 FY17 %YoY

Raw material 4,611 3,551 29.9 3,767 22.4 15,672 11,976 30.9
INR/tonne 778 774 0.6 812 -4.2 826 761 8.6
Power and fuel 3,922 3,165 239 3,430 14.3 13,661 9,792 39.5
INR/tonne 757 695 8.9 826 -8.4 805 640 25.8
Freight 5,329 4,112 29.6 3,748 42.2 15,911 13,435 18.4
INR/tonne 1,029 904 13.8 903 13.9 938 879 6.8
(Inc)/dec in stock 654 669 -2.3 282 131.7 162 890 -81.8
INR/tonne 126 147 -14.2 68 85.7 10 58 -83.6
Total Variable cost 14,516 11,497 26.3 11,227 29.3 45,406 36,093 25.8
INR/tonne 2,802 2,527 10.9 2,705 3.6 2,677 2,361 13.4
Staff cost 1,599 1,375 16.3 1,575 1.5 6,415 6,092 53
INR/tonne 309 302 2.2 379 -18.7 378 398 -5.1
Other expenditure 4,375 3,463 26.4 3,561 229 13,853 12,807 8.2
INR/tonne 845 761 11.0 858 -1.6 817 838 -2.5
Total fixed cost 5,974 4,837 23.5 5,135 16.3 20,267 18,899 7.2
INR/tonne 1,153 1,063 8.5 1,237 -6.8 1,195 1,236 -3.3
Tot expenditure (excluding excise) 20,490 16,334 254 16,362 25.2 65,673 54,992 19.4
Cost INR/tonne 3,956 3,590 10.2 3,943 0.3 3,872 3,597 7.7

Source: Company, JM Financial
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Company background

m  Dalmia Bharat Ltd (DBEL) is part of the Dalmia Group, one of India’s oldest industrial
houses with operations in areas such as cement, sugar, travel, magnesite, refractory and
electronics across the country. The cement business was founded in 1935 and is now
housed under DBEL, which is the third largest cement player in India, with total installed
capacity of 25 MT under control through subsidiaries. The company is among the market
leaders in East and South India with a sizeable market share. It also has over 175 MW of
installed captive power plants (CPP), which takes care of most of the power requirements
for its cement operations.

Key investment arguments:

= 15.7MTPA of expansion potential: DBL has capacity expansion potential of 15.7MTPA, of
which 13.1MTPA is greenfield, while 2.6MTPA is brownfield. The company has clearances
available in c¢.80% of its greenfield potential. Its 11TMTPA brownfield potential is
constrained by clinker availability, resulting in a feasible capacity of 2.6MTPA. Rajputana
Properties’ (earlier a DBL subsidiary) bid for Binani Cement has been approved and
recommended to the NCLT. Rajputana Properties has additional greenfield expansion
potential of 5SMTPA in Rajasthan. Most of its projects have received clearances, providing
comfort on execution. However, we factor in a marginal execution risk on account of the
company'’s entry into a new geography.

=  Acquisition of stressed assets; value contingent upon execution: DBL acquired Murli
Industries (3MTPA in Chandrapur) and Kalyanpur Cement (1.1TMTPA in Bihar) through an
auction under Insolvency & Bankruptcy Code (IBC) proceedings. DBL acquired these
assets at a relatively low valuation of USD 55/t for Kalyanpur and USD 20/t for Murli
Industries; the transactions are likely to be completed by 1HFY19. Currently, these assets
are not operational. DBL is slated to incur additional capex of INR 4bn (INR 1bn in
Kalyanpur and INR 3bn in Murli Industries) for asset ramp-up. However, management is
confident that the acquisitions will be EBITDA positive from the first year of operations.

= Leverage in the comfort zone despite acquisitions: DBL significantly reduced its net debt
from c.INR 60.2bn at end-Mar’16 to INR 39.5bn at end-Dec’17. Its net debt-to-EBITDA
dropped from 3.8x to 2x over the same period. By repaying a large portion of the high
cost debt, the company also successfully brought down its interest cost down to 8% in
3QFY18. Going forward, we estimate free cash flow generation of INR 23bn, which
would further help bring down DBL’s net debt significantly. Management is comfortable
with a net debt-to-EBITDA ratio of 3.5x.

Valuation and View

= We value DBEL's existing assets at 12x EVE. Additionally, we incorporate INR 400/share on
account of the company's expansion potential, factoring in execution risks. We arrive at a
TP of INR 3,420/share and maintain our BUY rating on the stock.

Key risks

(1) Any delay in demand recovery can have an adverse impact on earnings. (2) DBEL, with
one of the highest leverages in the sector, is vulnerable to rising interest rates/low system
liquidity. (3) Regulatory risk: the sector has been under the radar of the Competition
Commission of India with few judgements against cement companies. (4) A cap in the
cement price by the government is a risk to profitability. (5) Any threat to the company’s
ability to ramp up assets acquired under the IBC.

Exhibit 8. Volume, realisation and cost outlook

FY16 FY17 FY18 FY19E FY20E
Cement Sales (mn tonnes) 12.8 15.3 17.0 18.8 20.5
YoY Growth (%) 82.1 19.7 10.8 10.9 8.9
Cement Realisations (INR/tonne) 4,749 4,717 4,970 5,228 5,495
YoY Growth (%) 5.0 -0.7 5.4 5.2 5.1
Cement EBIDTA (INR/tonne) 1,238 1,229 1,198 1,242 1,288

Source: Company, JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn)
Y/E March FY16A FY17A FY18A FY19E FY20E
Net Sales 64,113 74,235 86,088 1,02,010 1,16,364
Sales Growth 90.6% 15.8% 16.0% 18.5% 14.1%
Other Operating Income 0 0 0 0 0
Total Revenue 64,113 74,235 86,088 1,02,010 1,16,364
Cost of Goods Sold/Op. Exp 11,693 12,090 14,175 16,675 19,208
Personnel Cost 5,053 5,938 6,415 7,503 8,576
Other Expenses 31,450 37,272 45,084 53,637 61,325
EBITDA 15,916 18,935 20,415 24,195 27,255
EBITDA Margin 24.8% 25.5% 23.7% 23.7% 23.4%
EBITDA Growth 164.2% 19.0% 7.8% 18.5% 12.6%
Depn. & Amort. 5,809 7,262 7,037 7,167 7,173
EBIT 10,107 11,674 13,378 17,029 20,081
Other Income 2,295 2,862 2,784 3,060 3,491
Finance Cost 7,302 8,689 7,049 6,084 5,889
PBT before Excep. & Forex 5,100 5,846 9,112 14,005 17,683
Excep. & Forex Inc./Loss(-) 0 0 0 0 0
PBT 5,100 5,846 9,112 14,005 17,683
Taxes 2,455 2,423 2,677 4,114 5,194
Extraordinary Inc./Loss(-) 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 745 870 1,079 941 964
Reported Net Profit 1,900 2,552 5,359 8,950 11,525
Adjusted Net Profit 1,900 2,552 5,359 8,950 11,525
Net Margin 3.0% 3.4% 6.2% 8.8% 9.9%
Diluted Share Cap. (mn) 88.7 89.0 89.0 89.0 89.0
Diluted EPS (INR) 214 28.7 60.2 100.6 129.5
Diluted EPS Growth 2,488.4% 33.9% 110.0% 67.0% 28.8%
Total Dividend + Tax 190 265 534 0 0
Dividend Per Share (INR) 1.8 2.2 4.8 0.0 0.0

Source: Company, JM Financial

Cash Flow Statement (INR mn)
Y/E March FY16A FY17A FY18A FY19E FY20E
Profit before Tax 5,100 5,846 9,112 14,005 17,683
Depn. & Amort. 5,809 7,262 7,037 7.167 7.173
Net Interest Exp. / Inc. (-) 7,302 8,689 7,049 6,084 5,889
Inc () / Dec in WCap. 3,054 -2,163 2,081 -1,105 -708
Others -1,812 -1,902 -2,783 -3,060 -3,491
Taxes Paid -304 -555 -2,677 -4,114 -5,194
Operating Cash Flow 19,149 17,176 19,820 18,977 21,353
Capex -4,141 -3,366 -4,090 -22,640 -21,040
Free Cash Flow 15,008 13,810 15,731 -3,663 313
Inc (-) / Dec in Investments -8,067 1,090 -7,651 5,500 4,000
Others -5,024 455 2,784 3,060 3,491
Investing Cash Flow -17,232 -1,822 -8,957 -14,080 -13,549
Inc / Dec (-) in Capital 11 21 0 0 0
Dividend + Tax thereon -534 0 0 -1,047 -1,348
Inc / Dec (-) in Loans 4,129 -6,826 -7,739 0 0
Others -8,607 -8,729 -1,335 -6,278 -6,121
Financing Cash Flow -5,002 -15,534 -9,074 -7,325 -7,469
Inc / Dec (-) in Cash -3,085 -180 1,789 -2,428 335
Opening Cash Balance 5,420 1,928 1,748 3,538 1,109
Closing Cash Balance 2,336 1,748 3,538 1,109 1,444

Source: Company, JM Financial

Balance Sheet (INR mn)
Y/E March FY16A FY17A FY18A FY19E FY20E
Shareholders’ Fund 45,893 50,384 59,973 67,682 77,627
Share Capital 178 178 178 178 178
Reserves & Surplus 45,715 50,206 59,795 67,504 77,449
Preference Share Capital 0 0 0 0 0
Minority Interest 5,259 6,129 7,206 8,147 9,111
Total Loans 87,672 80,490 72,751 72,751 72,751
Def. Tax Liab. / Assets (-) 16,746 14,479 14,548 14,548 14,548
Total - Equity & Liab. 1,55,570 1,51,481 1,54,478 1,63,127 1,74,036
Net Fixed Assets 1,26,528 1,21,397 1,12,091 1,27,564 1,41,430
Gross Fixed Assets 1,03,175 1,08,666 1,12,365 1,13,365 1,14,365
Intangible Assets 26,947 23,420 17,062 17,062 17,062
Less: Depn. & Amort. 5,949 11,971 19,008 26,175 33,349
Capital WIP 2,355 1,282 1,673 23,313 43,353
Investments 26,665 27,393 35,045 29,545 25,545
Current Assets 26,502 28,526 36,080 38,809 41,699
Inventories 0 0 0 0 0
Sundry Debtors 5,100 5,639 5,217 8,384 9,564
Cash & Bank Balances 2,336 1,748 3,538 1,109 1,444
Loans & Advances 682 1,185 934 934 934
Other Current Assets 18,384 19,954 26,391 28,381 29,757
Current Liab. & Prov. 24,126 25,834 28,737 32,789 34,638
Current Liabilities 9,947 10,389 10,508 14,560 16,409
Provisions & Others 14,179 15,445 18,229 18,229 18,229
Net Current Assets 2,376 2,692 7,343 6,019 7,062
Total — Assets 1,55,570 1,51,482 1,54,478 1,63,128 1,74,037
Source: Company, JM Financial
Dupont Analysis
Y/E March FY16A FY17A FY18A FY19E FY20E
Net Margin 3.0% 3.4% 6.2% 8.8% 9.9%
Asset Turnover (x) 0.5 0.5 0.6 0.6 0.7
Leverage Factor (x) 3.7 3.2 2.8 2.5 2.3
RoE 5.0% 5.3% 9.7% 14.0% 15.9%
Key Ratios
Y/E March FY16A FY17A FY18A FY19E FY20E
BV/Share (INR) 517.5 566.2 673.9 760.6 8723
ROIC 5.0% 6.3% 9.0% 11.0% 11.3%
ROE 5.0% 5.3% 9.7% 14.0% 15.9%
Net Debt/Equity (x) 19 1.6 1.2 1.1 0.9
P/E (x) 127.8 95.4 45.4 27.2 211
P/B (x) 53 4.8 4.1 3.6 3.1
EV/EBITDA (x) 21.0 17.3 15.7 134 1.9
EV/Sales (x) 5.2 4.4 37 3.2 2.8
Debtor days 29 28 22 30 30
Inventory days 0 0 0 0 0
Creditor days 65 61 50 62 61

Source: Company, JM Financial
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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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