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The Ramco Cements oo

Volumes surprise positively; price stability key monitorable

Ramco Cement (Ramco) 2QFY20 EBITDA exceeded expectations on higher volumes.
Revenues grew 11% YoY primarily on 10% volume growth. Cement realisations declined by
5.6% on a sequential basis (+1.8% YoY). Blended EBITDA/t grew by 8% as increase in
realisations and lower freight costs was partially offset by increase in power/fuel and fixed
costs. Wind power segment reported a decline of 19%/22% YoY in volume/value terms in
2QFY20. Ramco is in the process of expanding the capacity from 16.7 MTPA to 20.8 MTPA
by FY21, through a mix of greenfield and brownfield projects across South and East at a cost
of INR 35.3bn. It has so far incurred a capex INR 14.3bn on the ongoing expansion program.
Net debt has increased by INR 7.87bn in 1H to INR 23.1bn as on Sep’19. Going forward,
stability in the cement prices and timely execution of clinker expansion (clinker utilisation >
90% for FY19) are key monitorable. We maintain Hold with a TP of INR 710 (Sep‘20).

m  10% Volume growth drives revenues: Revenue for the quarter at INR 13.17bn grew
11.2% YoY, driven primarily by volume growth. Volumes at 2.72mnT grew 10.3% YoY
(6.6% higher than JMFe) as exports grew by 39% in 1THFY20. Cement realisations at INR
4,708/t declined by 5.6% on a sequential basis (+1.8% YoY; in-line with JMFe). The
seqguential decline in realisations was owing to softening prices in South/East. Ramco
reported a wind power revenue of INR 306mn in 2Q (vs INR 394mn last year), on lower
power unit generation (113.8 mn units vs. 141.2mn units). Realisations too declined by
3.5% for the segment. Ramco windfarms generated a revenue of INR 66.4mn in 2Q (-
24% YoY) generating 16.6mn units of electricity (vs. 21.8mn units in 2QFY19).

m EBITDA beat led by higher volumes: EBITDA for 2QFY20 at INR 2.95bn grew by 19.4%
YoV (vs. INR 2.73bn - 8% ahead of JMFe). Blended EBITDA/t for 2Q at INR 1,084/t grew
by 8.3% YoY. Increase in EBITDA/t was led by increase in realisations (INR 40/t impact)
and lower freight (INR 104/t impact) partially offset by increase in power/fuel costs (-INR
40/t impact) and higher fixed costs (-INR 39/t impact). Employee expenses included INR
12.8mn of one time impact on account of employee separation scheme in Mathod plant.
Power segment reported an operating profit of INR 253.7mn at 83% margins during 2Q
(vs. INR 342.3mn at 87% margins last year). Ramco Windfarms generated an EBITDA of
INR 54.4mn at 82% margins (vs. INR 74mn at 85% margins last year). Company reported
an effective tax rate of 21%. Reported PAT for 2Q at INR 1.68bn grew 47% YoY.

= Other details: i) TMTPA expansion at Kolaghat in West Bengal commenced production
from 26Sep’19; ii) Haridaspur (0.9MTPA) and Vizag (1.1MTPA) expansion is progressing
as expected. Jayanthipuram (1.5MTPA clinker and WHR of 27MW) and Kurnool
expansion (2.25/1MTPA clinker/grinding) is expected to be completed by Mar'20 and
Mar'21 respectively; iv) Gross debt/Net debt has increased by INR 8.2bn/INR 7.87bn in 1H
to INR 24.4bn/INR 23.1bn as on Sep’19. Average cost of borrowing is 7.55%; v) Ramco
generated INR 1.5bn (INR 1.1bn in THFY19) of operating cash flow in 1H.

= Maintain HOLD: We continue to value the stock at 10x EVE and roll forward the target
price. Maintain HOLD with a TP of INR 710 (Sep'20).

Financial Summary (INR mn)
Y/E March FY18A FY19A FY20E FY21E FY22E
Net Sales 44,025 51,368 58,781 70,678 80,218
Sales Growth (%) 11.5 16.7 14.4 20.2 13.5
EBITDA 11,127 10,445 13,844 17,153 19,777
EBITDA Margin (%) 25.1 20.2 234 24.1 245
Adjusted Net Profit 5,642 5,107 7,596 9,836 11,519
Diluted EPS (INR) 23.9 217 322 41.8 48.9
Diluted EPS Growth (%) -14.0 -9.5 48.7 29.5 17.1

ROIC (%) 12.2 10.1 13.2 15.1 16.0
ROE (%) 14.3 11.8 15.7 17.7 17.9
P/E (x) 31.3 345 232 17.9 15.3

P/B (x) 43 39 34 3.0 26
EV/EBITDA (x) 16.8 18.4 14.0 11.4 9.4
Dividend Yield (%) 0.4 0.4 0.6 0.8 1.0

Source: Company data, JM Financial. Note: Valuations as of 30/0ct/2019
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Exhibit 1. EBITDA/t flow
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Source: Company, JM Financial

Exhibit 2. Cement volume growth aids revenue growth

Cement volume trends Cement realization trends
Volume (mnT) —&=YoY Change (%) Realization (INR/t) —@—YoY Change (%)
189 223 202 216 208 202
98 144 14.7 103
36 58 34
33
27 36 w4 27 27
23 23 ) 4,989
20 20 22 22 4,769 4,682 4,450 4607 4.783 4 606 4,571 4,537 4622 4 3, 4,640 4,708
' ~ ' ~ ' ~ ' 00 ' 0 ' [ee] ' [ee] ' o ' ()] ' (o)) ' (o)) ‘ o ‘ o ‘ ' ~ ' ~ ' ~ ' 0 ' o0 ' 00 ' 00 ' (9] ' (9] ' (9] ' (o)) ' o ‘ o ‘
T ¥ ¥ & & &£ ¥ ¥ & & & & &= T X ¥ & & £ & ¥ & & £ £ =
S ¢ o © ¢ o o o o & o o o c o o ¢ o o © © © ©o© O O ©
~ m < — o~ m < — ~N m < — o~ o~ m < — o~ m <t — o~ m < - o~
Source: Company, JM Financial
Exhibit 3. EBITDA/t trends
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Exhibit 4. Valuation charts
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Exhibit 5. Results in brief

2QFY20 2QFY19 %YoY 1QFY20 %QoQ 2QFY20 % Diff FY20E FY19 %YoY
Net Sales(excluding excise) 12,824 11,413 12.4 13,486 -4.9 12,324 41 58,214 50,602 15.0
Other Operating Income 343 423 -18.9 353 -2.9 100 859 860 -0.2
Total Revenues 13,167 11,835 11.2 13,839 -4.9 12,424 6.0 59,073 51,463 14.8
Expenditure 10,215 9,364 9.1 10,246 -0.3 9,698 53 45,229 41,097 10.1
EBITDA 2,952 2,472 19.4 3,593 -17.8 2,726 8.3 13,844 10,365 33.6
% margin 22.4 20.9 150 bps 26.0 -350 bps 21.9 48 bps 234 20.1 330 bps
Other income 92 59 56.0 82 13.1 60 53.7 340 284 19.5
Interest 147 131 12.3 135 8.9 140 5.2 839 509 64.8
Depreciation 765 728 5.1 758 1.0 770 -0.6 3,211 2,985 7.6
PBT 2,132 1,671 27.5 2,782 -23.4 1,876 13.6 10,135 7,156 416
Tax 450 527 -14.5 862 -47.8 469 -4.0 2,534 2,097 20.8
% tax rate 21.1 31.5 31.0 25.0 25.0 29.3
PAT (before Associate/MI) 1,682 1,145 46.9 1,920 -12.4 1,407 19.5 7,601 5,059 50.2
Share of Profit from Associates 0 0 0 0 0 0
Ml 0 0 0 0 0 0
PAT (Adjusted) 1,682 1,145 46.9 1,920 -12.4 1,407 19.5 7,601 5,059 50.2
Extraordinary items 0 0 0 0 0 0
PAT (Reported) 1,682 1,145 46.9 1,920 -12.4 1,407 7,601 5,059 50.2
EPS (INR) 7.1 4.9 46.9 8.1 -12.4 6.0 32.3 21.5 50.2
Key Operaional matrix
Cement sales (mn tonnes) 2.72 2.47 10.3 2.70 0.8 2.56 6.6 12.32 11.12 10.8
Realisation (INR/tonne) 4,708 4,622 1.8 4,989 -5.6 4,670 0.8 4,725 4,551 3.8
Cement EBITDA INR/tonne 991 863 14.7 1,270 -22.0 935 6.0 1,084 884 22.6
Blended EBITDA INR/tonne 1,084 1,001 8.3 1,329 -18.5 1,067 1.6 1,124 932 20.6

Source: Company, JM Financial
Exhibit 6. Expenses breakdown

2QFY20 2QFY19 %YoY 1QFY20 %QoQ 2QFY20 % Diff FY20E FY19 %YoY
Raw material 2,116 1,784 18.6 2,151 -1.6 1,865 13.5 8,826 8,286 6.5
INR/tonne 777 723 7.5 796 -2.4 730 6.4 716 745 -3.9
Power and fuel 2,713 2,360 14.9 2,661 1.9 2,394 13.3 11,940 10,573 12.9
INR/tonne 996 956 4.2 984 1.2 937 6.3 969 951 1.9
Freight 2,698 2,703 -0.2 2,811 -4.0 2,657 1.5 12,624 11,880 6.3
INR/tonne 990 1,095 -9.5 1,040 -4.8 1,040 -4.8 1,025 1,068 -4.1
(Inc)/dec in stock -120 70 -270.9 -142 -15.8 0 248 183 35.4
INR/tonne -44 28 -254.9 -53 -16.5 0 20 16 22.3
Total Variable cost 7,407 6,917 71 7,480 -1.0 6,916 71 33,638 30,922 8.8
INR/tonne 2,719 2,802 -2.9 2,767 -1.7 2,707 0.5 2,730 2,781 -1.8
Staff cost 987 839 17.6 884 1.7 881 12.0 3,741 3,295 13.6
INR/tonne 362 340 6.6 327 10.8 345 5.0 304 296 2.5
Other expenditure 1,821 1,608 13.2 1,882 -3.3 1,900 -4.2 7,849 6,881 14.1
INR/tonne 668 651 2.6 696 -4.0 744 -10.1 637 619 3.0
Total fixed cost 2,808 2,447 14.7 2,766 1.5 2,781 0.9 11,590 10,176 13.9
INR/tonne 1,031 991 4.0 1,023 0.7 1,088 -5.3 941 915 2.8
Tot expenditure excluding excise 10,215 9,364 9.1 10,246 -0.3 9,698 5.3 45,229 41,097 10.1
Cost INR/tonne 3,750 3,793 -1.1 3,791 -1.1 3,795 -1.2 3,671 3,696 -0.7

Source: Company, JM Financial
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Company background

m Established in 1961, Ramco Cements (formerly Madras Cements) is the largest cement
producer in South India with an annual turnover of INR36bn (FY16). The company’s
current total cement production capacity is ¢.17.5MT. Ramco also operates one of the
largest wind farms in the country.

Key investment arguments:

= 4.1MTPA expansion in pipeline expected to be commissioned by FY21: This includes i)
expansion at its Vizag grinding unit from 0.9MTPA to 2MTPA; ii) expansion at the
Kolaghat grinding unit from 0.9MTPA to 2MTPA,; iii) new grinding unit at Odisha with
capacity of 0.9MTPA,; iv) Brownfield clinker expansion of 1.5MTPA in Jayanthipuram and;
v) Greenfield integrated unit of TMTPA (2.25MTPA clinker) in Kalavatala in AP. With this
expansion, its overall capacity would stand enhanced from 16.5MTPA to 20.8MTPA. The
estimated capex expected to be incurred is INR 35.3bn (USD 122/t), to be met through a
mix of borrowings and internal accruals.

= South India to enter upcycle only by 2026: Ramco is predominantly present in the South
India market, which is saturated in terms of cement capacity. With the current capacity
utilisation at sub-60% levels and highest expansion potential available in the region, we
expect the region to enter an upcycle only by FY26. Additionally, the company is facing
the medium-term challenge of muted demand as well as increasing pricing pressure. It
has begun to expand its footprint in the high-growth East market through a mix of
greenfield and brownfield expansions. The Eastern operations will form c.15% of its total
capacity after expansion.

= Balance sheet remains strong: Ramco has reduced its debt over the last few years from
INR 29bn in FY14 to INR 15.4bn in FY19. Despite the expansion under implementation,
balance sheet will be in a comfortable position.

Key Risks

= With the expansion due to be commissioned, Ramco may capture the sizable incremental
demand resulting from southern/eastern regions.

Valuation and View

= We value the stock at 10x EV/EBITDA to arrive at TP of INR 710 (Sep’'20). We maintain our
HOLD rating on the stock.

Exhibit 7. Volume, realisation and cost outlook

FY18 FY19 FY20E FY21E FY22E
Cement Sales (mn tonnes) 9.3 1.1 12.3 14.2 15.5
YoY Growth (%) 11.5 19.5 10.8 15.4 9.3
Cement Realisations (INR/tonne) 4,572 4,508 4,661 4,871 5,066
YoY Growth (%) 0.3 -1.4 3.4 45 4.0
Power & Fuel (INR/tonne) 777 945 963 992 1,022
Freight (INR/tonne) 989 1,061 1,019 1,049 1,081
Raw Material (INR/tonne) 759 685 712 748 785
Cement EBIDTA (INR/tonne) 1,089 853 1,029 1,118 1,187

Source: Company, JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn)
Y/E March FY18A FY19A FY20E FY21E FY22E
Net Sales 44,025 51,368 58,781 70,678 80,218
Sales Growth 11.5% 16.7% 14.4% 20.2% 13.5%
Other Operating Income 225 255 292 351 398
Total Revenue 44,250 51,623 59,073 71,028 80,616
Cost of Goods Sold/Op. Exp 6,955 7,849 9,074 10,974 12,575
Personnel Cost 3,097 3,379 3,741 4,444 5,002
Other Expenses 23,071 29,951 32,413 38,457 43,262
EBITDA 11,127 10,445 13,844 17,153 19,777
EBITDA Margin 25.1% 20.2% 23.4% 24.1% 24.5%
EBITDA Growth -7.9% -6.1% 32.5% 23.9% 15.3%
Depn. & Amort. 2,937 3,000 3,211 3,343 4,101
EBIT 8,190 7,445 10,633 13,810 15,676
Other Income 327 250 340 340 340
Finance Cost 600 514 839 1,201 852
PBT before Excep. & Forex 7,917 7,181 10,135 12,949 15,163
Excep. & Forex Inc./Loss(-) 0 0 0 0 0
PBT 7,917 7,181 10,135 12,949 15,163
Taxes 2,312 2,106 2,534 3,108 3,639
Extraordinary Inc./Loss(-) 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 63 47 5 5 5
Reported Net Profit 5,642 5,107 7,596 9,836 11,519
Adjusted Net Profit 5,642 5,107 7,596 9,836 11,519
Net Margin 12.7% 9.9% 12.9% 13.8% 14.3%
Diluted Share Cap. (mn) 235.6 235.6 235.6 235.6 235.6
Diluted EPS (INR) 23.9 21.7 322 418 489
Diluted EPS Growth -14.0% -9.5% 48.7% 29.5% 17.1%
Total Dividend + Tax 850 849 1,369 1,773 2,077
Dividend Per Share (INR) 3.0 3.0 4.8 6.3 7.3
Source: Company, JM Financial
Cash Flow Statement (INR mn)
Y/E March FY18A FY19A FY20E FY21E FY22E
Profit before Tax 7,917 7,181 10,135 12,949 15,163
Depn. & Amort. 2,937 3,000 3,211 3,343 4,101
Net Interest Exp. / Inc. (-) 600 514 839 1,201 852
Inc (-) / Dec in WCap. 1,559 -975 1,678 -544 -436
Others -41 -197 0 0 0
Taxes Paid -1,730 -1,597 -2,534 -3,108 -3,639
Operating Cash Flow 11,242 7,926 13,328 13,841 16,042
Capex -4,945 -12,025 -12,047 -14,000 -3,000
Free Cash Flow 6,297 -4,098 1,282 -159 13,042
Inc (-) / Dec in Investments -101 -143 0 0 0
Others 147 147 0 0 0
Investing Cash Flow -4,900 -12,021 -12,047 -14,000 -3,000
Inc / Dec (-) in Capital -1,681 0 0 0 0
Dividend + Tax thereon -852 -853 -1,369 -1,773 -2,077
Inc / Dec (-) in Loans -4,731 7,863 500 3,000 0
Others -666 -481 -839 -1,201 -852
Financing Cash Flow -7,930 6,529 -1,708 26 -2,929
Inc / Dec (-) in Cash -1,587 2,434 -426 -134 10,112
Opening Cash Balance 2,790 -1,486 948 522 388
Closing Cash Balance 1,202 948 522 388 10,501

Source: Company, JM Financial

Balance Sheet (INR mn)
Y/E March FY18A FY19A FY20E FY21E FY22E
Shareholders’ Fund 41,126 45,370 51,597 59,660 69,102
Share Capital 236 236 236 236 236
Reserves & Surplus 40,891 45,134 51,361 59,424 68,867
Preference Share Capital 0 0 0 0 0
Minority Interest 40 47 52 57 62
Total Loans 11,206 16,369 16,869 19,869 19,869
Def. Tax Liab. / Assets (-) 7,887 8,642 8,642 8,642 8,642
Total - Equity & Liab. 60,259 70,428 77,160 88,228 97,675
Net Fixed Assets 53,543 60,906 69,743 80,400 79,298
Gross Fixed Assets 83,059 86,061 100,061 119,130 122,130
Intangible Assets 0 0 0 0 0
Less: Depn. & Amort. 31,265 33,680 36,891 40,234 44,335
Capital WIP 1,749 8,526 6,573 1,503 1,503
Investments 3,835 4,206 4,206 4,206 4,206
Current Assets 14,316 16,922 17,495 20,796 33,663
Inventories 5,613 5,611 7,226 8,688 9,861
Sundry Debtors 4,430 4,901 5,608 6,743 7,653
Cash & Bank Balances 1,202 948 522 388 10,501
Loans & Advances 388 439 629 756 858
Other Current Assets 2,684 5,023 3,510 4,221 4,791
Current Liab. & Prov. 11,436 11,606 14,283 17,174 19,493
Current Liabilities 2,683 2,584 2,956 3,555 4,035
Provisions & Others 8,753 9,022 11,327 13,619 15,458
Net Current Assets 2,880 5,316 3,211 3,622 14,171
Total — Assets 60,259 70,428 77,159 88,227 97,675
Source: Company, JM Financial
Dupont Analysis
Y/E March FY18A FY19A FY20E FY21E FY22E
Net Margin 12.7% 9.9% 12.9% 13.8% 14.3%
Asset Turnover (x) 0.7 0.8 0.8 0.9 0.9
Leverage Factor (x) 1.5 1.5 1.5 1.5 1.4
RoE 14.3% 11.8% 15.7% 17.7% 17.9%
Key Ratios
Y/E March FY18A FY19A FY20E FY21E FY22E
BV/Share (INR) 174.6 192.6 219.0 253.2 2933
ROIC 12.2% 10.1% 13.2% 15.1% 16.0%
ROE 14.3% 11.8% 15.7% 17.7% 17.9%
Net Debt/Equity (x) 0.2 0.3 0.3 0.3 0.1
P/E (x) 31.3 345 232 17.9 15.3
P/B (x) 4.3 3.9 34 3.0 26
EV/EBITDA (x) 16.8 18.4 14.0 1.4 9.4
EV/Sales (x) 4.2 3.7 33 2.8 2.3
Debtor days 37 35 35 35 35
Inventory days 46 40 45 45 45
Creditor days 30 23 24 24 24

Source: Company, JM Financial
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History of Earnings Estimate and Target Price Recommendation History
Date Recommendation Target Price % Chg. The Ramco Cements
8-Feb-17 Hold 580 1000 -
30-May-17 Hold 600 3.4 900
4-Aug-17 Hold 625 42 % 7
3-Nov-17 Hold 625 0.0 200 -
6-Feb-18 Hold 625 0.0 500 -
24-May-18 Hold 620 -0.8 400
2-Aug-18 Hold 620 0.0 % 7
30-Oct-18 Hold 570 8.1 100 4
29-Jan-19 Hold 570 0.0 0 . . . . . . . .
23-May-19 Hold 660 15.8 Oo-18 Feb-17 Jun-17 Od-17 Feb-18 Jun-18 Oo-18 Feb-19 Jun-1%
17-Jul-19 Hold 680 3.0
7-Aug-19 Hold 680 0.0 Tae Fiee e Famn s
23-Sep-19 Hold 680 0.0
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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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