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Sapphire Foods India suv

Resilient KFC performance while challenges persist for PH

Sapphire Foods’ 2QFY24 earnings print was broadly inline with our muted expectations.
Construct of earnings performance was similar to 1Q — sales performance was largely driven
by store additions as muted same store sales along with scale deleverage impacted the
overall operating profitability. On the positive side —a) KFC delivered another resilient
performance with flat SSSG despite higher vegetarian days in the quarter & restaurant
margins were healthy at ¢.19% aided by higher gross margins; b) Srilanka business saw
further recovery with ADS up 11% yoy & as well as uptick in margin trajectory. On the flip
side, PH business remained inline but quite weak — management attributed the same to
challenging demand, increased competition activity and high base. A lot of initiatives
(innovation, higher marketing spends, consumer experience & closure of loss making stores)
are being undertaken to revive the brand performance. While operating environment has
been challenging, we believe a resilient KFC (65% of sales) and recovery in SL should help
offset the impact of weakness in PH. Valuations at 19x FY25E EBITDA (pre-IND AS) not
demanding; however, pace of recovery in SSSG will be key monitorable.

= Revenue performance inline primarily led by store additions: Consolidated sales of INR
6.4bn, up 14.2% yoy (-1.8% qoq) was 2% below our estimate. India sales grew by 12%
yoy (-2.7% qoq), while SL business outperformed yet again with sales growth of 29%yoy
(+8% CC & +4.7% qoq). Sales growth was led by store additions (+23.7% yoy). India
store count was up 25.8% while average sales/store declined by 12% yoy (-7% qoq) — a
function of muted same store sales across brands due to challenging operating scenario &
high base (for PH) and impact of higher incidence of vegetarian days (for KFC). GMs were
up 231bps yoy (led by easing of input costs across brands) to 68.7%. Impact of scale
deleverage was much sharper in PH which was to some extent offset by margin
expansion in KFC & SL business. Resultant Pre-IND AS Restaurant/Company EBITDA
margins compressed by 67/50bps yoy to 16.1%/10.6% respectively.

m  KFC & SL performance relatively better, lot more work needs to be done in PH: 1) KFC
India revenues up 19.3% yoy (SSSG/SSTG was flat), led by store additions (+26.6% yoy).
ADS was down 6.7% yoy/9.4% qog owing to higher incidence of vegetarian days. GM
were up 230bps yoy to 67.9% led by benign chicken prices & price hike benefit. Store
level costs were controlled well, thereby curtailing impact of scale deleverage resulting in
restaurant margins still expanding 130bps yoy to 19.2%. 2) PH India sales declined 5.7%
yoy. Store additions remained healthy (+24.9% yoy), ADS decline was much steeper at
25% yoy (-7.7% qoq). SSS declined by 20% yoy, albeit on high base (+23% in Q2FY23) -
mgmt. attributed it to tough demand conditions and high competitive intensity. GM
surprised positively (+140bps/+100 bps yoy/qoq to 76.1%) due to benign RM; however,
scale deleverage resulted in restaurant margin compression of 750bps yoy to 7.6%. 3) Sri
Lanka sales grew 29.1% yoy (ADS +11% yoy/flat gog). CC growth was 8% yoy (SSSG
+1%). Geography saw 4 store additions after a gap of 2 quarters. Profitability improved
sequentially with GM/ Restaurant margins improving 170bps/230bps to 62.2%/15.3%.

Financial Summary (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Net Sales 17,154 22,571 27,175 32,873 38,588
Sales Growth (%) 68.8% 31.6% 20.4% 21.0% 17.4%
EBITDA 3,050 4,284 5,120 6,500 7,738
EBITDA Margin (%) 17.8% 19.0% 18.8% 19.8% 20.1%
Adjusted Net Profit 465 2,329 816 1,277 1,608
Diluted EPS (INR) 73 36.6 12.8 20.1 25.3
Diluted EPS Growth (%) NA 400.3% -65.0% 56.5% 26.0%
ROIC (%) 9.1% 13.9% 10.4% 13.9% 15.5%
ROE (%) 6.3% 20.6% 6.3% 9.1% 10.4%
P/E (x) NA 36.0 NA 65.6 52.1
P/B (x) 8.3 6.7 6.3 5.7 5.2
EV/EBITDA (x) 26.3 19.0 15.8 12.3 10.2
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Company data, JM Financial. Note: Valuations as of 02/Nov/2023
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Exhibit 1. 2Q & 1HFY24 result snapshot:

Soft quarter — Revenue tad below estimate while lower-than-envisaged overhead costs led to

marginal beat on EBITDA (INR mn)
2QFY24 2QFY23 YoY chg 2QFY24E % var 1HFY24 THFY23 YoY chg

Net Sales 6,426 5,628 14.2% 6,586 -2.4% 12,970 11,090 17.0%
Gross Profit 4,417 3,737 18.2% 4,513 -2.1% 8,899 7.444 19.6%
Gross Profit Margin % 68.7% 66.4% 231 bps 68.5% 20 bps 68.6% 67.1% 149 bps
Staff Cost 875 747 17.1% 910 -3.9% 1,725 1,431 20.5%
Other Expenses 2,391 1,959 22.1% 2,480 -3.6% 4,809 3,878 24.0%
EBITDA 1,151 1,032 11.6% 1,123 2.5% 2,366 2,136 10.8%
EBITDA margin % 17.9% 18.3% -42 bps 17.1% 86 bps 18.2% 19.3% -102 bps
ffg)‘pa’ab'e E e (e B 678 624 8.7% 644 5.3% 1,450 1,346 7.7%
Comparable EBITDA margin % 10.6% 11.1% -54 bps 9.8% 77 bps 11.2% 12.1% -96 bps
Depreciation 768 628 22.2% 760 1.0% 1,495 1,238 20.8%
EBIT 384 404 -5.0% 363 5.5% 871 898 -3.1%
Net Financial Income -170 -134 26.3% -160 6.0% -321 -273 17.6%
PBT 214 269 -20.6% 203 5.2% 550 626 -12.1%
Net Profit 153 269 -43.0% 152 0.6% 403 652 -38.2%

Source: Company, JM Financial

Exhibit 2. Costs Breakdown

% of sales 2QFY24 2QFY23 2QFY24E 1HFY24 1HFY23

Cost of Goods Sold 31.3% 33.6% 31.5% 31.4% 32.9%

Staff Cost 13.6% 13.3% 13.8% 13.3% 12.9%

Other Expenses 37.2% 34.8% 37.7% 37.1% 35.0%

Depreciation 11.9% 11.2% 11.5% 11.5% 11.2%

Source: Company, JM Financial

Exhibit 3. Per store economics

Per store basis (INR mn) 2Q24 1Q24 2Q23 % chg. YoY % chg. QoQ

Average revenue /store 8.1 8.6 8.8 -8.6% -6.2%

Staff cost/store 1.1 1.1 1.2 -6.3% -1.7%

Other expenses /store 3.0 32 3.1 -2.3% -5.6%

EBITDA 1.3 1.5 1.5 -11.8% -11.8%

Source: Company, JM Financial

Exhibit 4. GM benefit more than offset by higher overhead costs
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Exhibit 5. Sales growth trend

YoY Net Sales Growth
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Exhibit 6. SSSG trends remained subdued
SSSG (%)
W2QFY23 = 1QFY24 w2QFY24
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Source: Company, JM Financial

Source: Company, JM Financial

Exhibit 7. 36 restaurants were added during the quarter

Restaurant Count
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Exhibit 8. Gross margin expanded 231bps yoy and 22bps goq
GPM (%)*
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Source: Company, JM Financial
*Includes other operating income

Exhibit 9. KFC & SL did well on profitability; PH margins remain weak
Restaurant Operating Margin (%)
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Source: Company, JM Financial

Exhibit 10. Comparable EBITDA margin stood at 10.6%, lower 50bps
yoy and 120bps qoq
Comparable EBITDA Margin (pre-Ind-AS 116) - %
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Source: Company, JM Financial
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Exhibit 11. SG&A grew at 1.5 times the rate of growth in revenue
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Source: Company, JM Financial

Exhibit 12. Staff costs grew 17.1% yoy
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Source: Company, JM Financial

Exhibit 13. Our 12-month DCF based price target works out to INR1,520/share

(INR mn)

Revenue

yoy growth

Comparable EBITDA (Pre Ind As 116)
EBITDA margin %

Comparable EBIT

EBIT margin %

Tax Rate

NOPAT

Depreciation

Capex

Net working capital investment
Free Cash Flow

YoY Growth - %

Discounting Factor

Present Value of FCF

Fade period forecast
FCF

Discounting Factor
Present Value of FCF

12M Forward Equity Valuation
PV of Cash Flow - Explicit Period
PV of Cash Flow - Fade Period

PV of Terminal Value

Enterprise Value

Debt - Mar23

Cash - Mar23

Net Debt

Equity value

Mn no of shares

12M Target (DCF value) - Rs per share

FY19
11,938

435
3.6%
-309
-2.6%
-1.6%
-314
744
-6,871
3,528
-2,913

FY36E
7,512
0.32
2,383

FY20
13,404
12.3%

662
4.9%
-357
-2.7%

1.1%

-353

1,019
-1,165
-2,979

-3,478

FY37E
8,422
0.29
2,418

FY21
10,196
-23.9%
382
3.7%
<728
71%
-1.2%
-737
1,110
-426
23

-30

FY38E
9,389
0.26
2,439

17,945
23,748
51,921
93,614

221
3,053
-2,832
96,445
64
1,520

FY22
17,216
68.8%

1,808
10.5%

703

4.1%

10.5%
630

1,105

-2,221
-312
-798

FY39E
10,407
0.24
2,447

FY23
22,656
31.6%

2,647
1.7%

1,281

57%

-115.1%
2,755

1,366

-3,693
73
501

FY40E
11,469
0.21
2,440

FY24E
27,272
20.4%
3,184
1.7%
1,501
5.5%
26.0%
1,110
1,684
-2,992
282
84
-83.2%
1.00
84

FY41E
12,565
0.19
2,419

FY25E
32,997
21.0%
4,200
12.7%
2,223
6.7%
25.5%
1,656
1,977
-3,347
60
346
311.4%
0.95
329

FY42E
13,686
0.17
2,385

FY26E
38,725
17.4%
5,034
13.0%
2,747
71%
25.5%
2,046
2,287
-3,687
87
735
112.4%
0.86
632

FY43E
14,819
0.16
2,337

FY27E
44,769
15.6%
5,875
13.1%
3,278
7.3%
25.5%
2,442
2,597
-3,746
101
1,393
89.7%
078
1,086

FY44E
15,951
0.14
2,276

FY28E
51,003
13.9%
6,842
13.4%
3,950
7.7%
25.5%
2,943
2,892
-3,857
85
2,062
48.0%
0.71
1,454

FY45E
17,068
0.13
2,204

FY29E
57,462
12.7%
7,798
13.6%
4,615
8.0%
25.5%
3,438
3,183
-4,133
101
2,589
25.5%
0.64
1,652

FY30E
64,248
11.8%
8,869
13.8%
5,393
8.4%
25.5%
4,018
3,476
-4,423
89
3,161
22.1%
0.58
1,825

(INR mn)
FY31E FY32E
71,395 78,893
11.1% 10.5%

9,923 11,052
13.9% 14.0%
6,159 7,007
8.6% 8.9%
25.5% 25.5%
4,588 5,220
3,764 4,045
-4,586 -4,892

114 13
3,880 4,486
22.8% 15.6%

0.52 0.47
2,028 2,122

FY33E
86,907
10.2%
12,271
14.1%
7,948
9.1%
25.5%
5,921
4,323
-5,212
125
5,157
15.0%
0.43
2,207

FY34E
95,471
9.9%
13,586
14.2%
8,989
9.4%
25.5%
6,697
4,597
-5,547
128
5,875
13.9%
0.39
2,275

FY35E
104,620
9.6%
15,003
14.3%
10,137
9.7%
25.5%
7,552
4,865
-5,898
142
6,662
13.4%
0.35
2,335

Source: Company, JM Financial
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Financial Tables (Consolidated)

Profit & Loss Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E Y/E March FY22A FY23A FY24E FY25E FY26E
Sales 17,154 22,571 27,175 32,873 38,588 Shareholders' Fund 10,071 12,559 13,375 14,652 16,260
Sales Growth 68.8% 31.6% 20.4% 21.0% 17.4% Share capital 635 635 635 635 635
Other Operating Income 61 85 97 124 138 Reserves & Surplus 9,436 11,924 12,740 14,016 15,625
Total Revenue 17,216 22,656 27,272 32,997 38,725 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp. 5,278 7,407 8,520 10,287 12,021 Minority Interest -17 -20 -20 -20 -20
Personnel cost 2,740 2,929 3,604 4,276 4,991 Total Loans 612 443 221 1M1 55
Other expenses 6,148 8,036 10,028 11,933 13,976 Def. Tax Liab / Assets (-) 87 -1,184 -1,184 -1,184 -1,184
EBITDA 3,050 4,284 5,120 6,500 7,738 Total - Equity & Liab 10,754 11,798 12,392 13,558 15,111
EBITDA (%) 17.8% 19.0% 18.8% 19.8% 20.1% Net Fixed Assets 6,944 9,269 9,956 10,532 10,966
EBITDA Growth (%) 145.2% 40.4% 19.5% 27.0% 19.0% Gross Fixed Assets 11,978 15,433 18,425 21,772 25,458
Comparable EBITDA 1,808 2,647 3,184 4,200 5,034 Intangible Assets

Comparable EBITDA (%) 10.5% 11.7% 1.7% 12.8% 13.0% Less: Depn. & Amort. 4,329 5,458 7,142 9,119 11,407
Depn & Amort 2,135 2,642 3,244 3,877 4,537 Capital WIP & Net lease asset -705 -706 -1,327 -2,120 -3,086
EBIT 915 1,642 1,876 2,624 3,201 Investments 1,525 659 659 659 659
Other Income 380 311 266 304 387 Current Assets 5,890 5,607 6,234 7,688 9,702
Finance Cost 781 869 1,040 1214 1,430 Inventories 652 993 1,117 1,351 1,586
PBT before Excep & Forex 514 1,084 1,102 1,714 2,159 Sundry Debtors 141 179 223 270 317
Excep & forex Inc/Loss(-) 0 0 0 0 0 Cash & Bank Balances 2,546 2,204 2,394 3,043 4,249
PBT 514 1,084 1,102 1,714 2,159 Loans & Advances 2,131 1,578 1,902 2,301 2,701
Taxes 54 -1,248 287 437 551 Other Current Assets 420 653 598 723 849
Extraordinary Inc/Loss(-) 0 0 0 0 0 Current Liab. & Prov. 3,605 3,738 4,457 5,321 6,216
Assoc. Profit/Min. Int.(-) 5 2 0 0 0 Current Liabilities 3,429 3,561 4,248 5,081 5,943
Reported Net profit 465 2,334 816 1,277 1,608 Provisions & Others 176 177 208 240 274
Adjusted Net Profit 465 2,329 816 1,277 1,608 Net Current Assets 2,285 1,870 1,777 2,367 3,486
Net Margin (%) 2.7% 10.3% 3.0% 3.9% 42% Application of Funds 10,754 11,798 12,392 13,558 15,111
Diluted share capital (mn) 63.5 63.5 63.5 63.5 63.5 Source: Company, JM Financial

Diluted EPS (Rs) 7.3 36.6 12.8 20.1 25.3

Diluted EPS Growth -146.2% 400.3% -65.0% 56.5% 26.0%

Total Dividend + Tax 0 0 0 0 0

Dividend Per Share (Rs) 0.0 0.0 0.0 0.0 0.0

Source: Company, JM Financial

Cash Flow statement (INR mn) Dupont Analysis

Y/E March FY22A FY23A FY24E FY25E FY26E Y/E March FY22A FY23A FY24E FY25E FY26E
Profit before Tax 514 1,084 1,102 1,714 2,159 Net Margin 2.7% 10.3% 3.0% 3.9% 4.2%
Depn. & Amort. 2,135 2,642 3,244 3,877 4,537 Asset Turnover (x) 2.1 2.0 2.2 25 2.7
Net Interest Exp./Inc. (-) 401 558 774 910 1,043 Leverage Factor (x) 1.1 1.0 0.9 0.9 0.9
Inc (-)/Dec in WCap. 592 -669 282 60 87 RoE 6.3% 20.6% 6.3% 9.1% 10.4%
Others 393 225 0 0 0 Key Ratios

Taxes Paid -86 -21 -287 -437 -551 Y/E March FY22A FY23A FY24E FY25E FY26E
Operating Cash Flow 3,949 3,818 5,115 6,123 7,275 BV/Share (Rs) 1585 197.7 210.5 230.6 2559
Capex -2,844 -3,825 -2,992 -3,347 -3,687 ROIC (%) 9.1% 13.9% 10.4% 13.9% 15.5%
Free Cash Flow 1,105 -6 2,123 2,776 3,589 ROE (%) 6.3% 20.6% 6.3% 9.1% 10.4%
-Inc/dec in investments -1,184 910 0 0 0 Net Debt-equity ratio (x) -0.3 -0.2 -0.2 -0.2 -0.3
Other current assets -2,889 879 266 304 387 PER NA 36.0 NA 65.6 52.1
Investing Cash Flow -6,916 -2,036 -2,726 -3,043 -3,299 PBV 83 6.7 6.3 5.7 5.2
Inc/(dec) in capital 4,690 0 0 0 0 EV/EBITDA 26.3 19.0 15.8 12.3 10.2
Dividend+Tax Thereon 0 0 0 0 0 EV/Net Sales 4.7 3.6 3.0 24 2.0
Inc/dec in loans -176 -192 -221 -111 -55 Debtor days 3 3 3 3 3
Other assets -1,384 -1,756 -1,978 -2,320 -2,714 Inventory days 14 16 15 15 15
Financing Cash Flow 3,130 -1,948 -2,200 -2,431 -2,769 Creditor days 88 71 70 70 70
Inc / Dec (-) in Cash 162 -166 189 649 1,207 Source: Company, JM Financial

Opening cash balance 2,384 2,370 2,204 2,394 3,043

Closing cash balance 2,546 2,204 2,394 3,043 4,249

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
Date Recommendation Target Price % Chg. Sapphire Foods India
20-Jul-22 Buy 1,500 1800
11-Aug-22 Buy 1,540 2.7
29-Aug-22 Buy 1,540 0.0 1820 + Eg
13-Sep-22 Buy 1,540 0.0 144 -
7-Oct-22 Buy 1,540 0.0
3-Nov-22 Buy 1,665 8.1 1260
9-Feb-23 Buy 1,610 33
27-Mar-23 Buy 1,545 4.0 1080 +
13-May-23 Buy 1,500 2.9 200 . . : : : : :
23-Jun-23 Buy 1,570 4.7 Mow2i  Feb-Z2 Mew2? AugZ? Now2? Feb-23 Mey2l  Aug2d
3-Aug-23 Buy 1,550 1.3
18-Sep-23 Buy 1,630 52
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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 their immediate relatives 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 immediate 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.
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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.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

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.

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.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

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, (jii) 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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