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215t March 2016 The cheapest stock in our Payment coverage
TMT Fair Value EUR29 (price EUR20.92) BUY-Top Picks
Bloomberg WLN FP During meetings with Worldline’s management (CEO and IR) at our
Reuters LA TMT conference, much of the time was spent explaining the
(ot Al e (505 2471169 company’s activities and discussing the sector. They emphasised the
Market capitalisation (EURm) 2,763 .
Ertiereriee Vel (E6 exfimais LR 2.440 complementary benefits of the Equens and KB transactions. And
Avg. 6m daily volume (‘000 shares) 92.10 finally, they reiterated the FY16 guidance (+3% in Ifl sales, EBITDA
Free Float 29.5% margin of 20%, i.e. +80bps, FCF of EUR135/140m), adding that it
3y EPS CAGR 9.6% s .
Gearing (12/14) - excludes the last two acquisitions (an update should be provided at
Dividend yield (12/15€) NM the H1 earnings, in July). Buy rating and FV of EUR29 (incl. Equens
and the end of the French radar contract are integrated) — Q1 Top
YE December 1214 12/15e 12/16e  12/17e Pick.
Revenue (EURm) 1,149 1,227 1,286 1,350
EBITA EURm) 1703 1749 2006 2174
Op.Margin (%) 148 143 156 161 H Worldline should now be fully considered as a PSP by investors. It
Diluted EPS (EUR) 087 091 105  1.14 has over 40 years of expertise in the Payment industry and 78% of its
EV/Sales 2.23x  1.99x  1.77x  1.58x FY16e sales is derived from Payments (incl. the last two acquisitions).
EV/EBITDA 11.9x  104x  89x  7.7x
EV/EBITA 15.0x  13.9x  11.3x  9.8x B The group has little exposure to the most buoyant segments (no presence
PIE 241x  23.0x  19.9x  18.3x in the US, very little in China, low in online segment). That said, it has
RO a2l ey Sl cab a resilient profile and numerous strengths: 1/ recurring sales (75%e),
2/ presence in the entire payments value chain, 3/ gradual convergence
i of its businesses (platforms + uses), 4/ leverage on customer relations
M A and transaction volumes (fixed-cost structure: 55-60% of sales), and 5/
231 w
W \M " ties with parent company Atos (excellent distribution channel).
211 1
NN ' V B Our meetings with Worldline’s management have strengthened our view.
19.1

With Equens, we consider that Wordline has now a critical mass in
Payments. We consider that, even with still a low single-digit organic
51 R I growth (+3-6%: exposure to Europe and physical payments), the group

will improve its margins and with an additional boost once its
investments in the WIPE platform are completed (only EUR25m
remains to be invested over 2016-17). As a result, the group's
fundamentals and multiples should now deserve those of a PSP
evolving in the physical space (processor but also acquirer in Benelux),
i.e. 12x in EV/EBITDA.
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B We are waiting for the consolidation dates of Equens and KB
before officially integrating them into our financial grid (we should
have these details in July). However, they are already included in our
valuation. We maintain our Buy rating and FV of EUR29 (Q1 Top
Pick). At our FV, the share would be at 11.8x EV/EBITDA 2016e (vs.
8.1x currently), which is consistent with its positioning,

Analyst: Sector Analyst Team:
Richard-Maxime Beaudoux Thomas Coudry

33(0) 1.56.68.75.61 Gregory Ramirez
rmbeaudoux@btryangarnier.com Dotian Terral

Please see the section headed “Important information” on the back page of this report.
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Worldline: Key Focuses from BG’s TMT Conference

1.

Payment Service Provider (PSP) ranking in European Union
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B With the acquisition of Equens (to be consolidated in the course of
Q2 2016), in the European Union, Worldline will be the leading
Payment Service Provider (in revenue terms; ~90% of group’s revenue is
generated in Europe, and the remainder with a balanced spread between

LatAm Iberia and Asia) and still no. 5 in payment terminals.

ConcCardis

Global Payments

#1 B As a result, Worldline should now be fully considered as a PSP by

Ingenigi*s Commercial
AT . L
cauens (s Acquirer investors. The group has over 40 years of expertise in the Payment
Fiserv ([

Total Systems industry and 78% of its FY16e revenue is derived from Payments after

0 200 400 600 800 1000 1200 integrating the last two acquisitions (30%e Merchant services & Terminals,

Source: Company estimates. 47%e Financial Processing & Software Licensing, and a small part of

** European turnover excl. Payment terminal revense. Mobility & eTransactional Services namely 3%), breaking down into 85%e

* Excluding payment terminal revennue. physical payment, 15%e online (10%e e-commerce and 5%e m-commerce).

B The company is positioned along the entire payments chain (even if mainly active in the physical payments segment),
ranging from management and communication of financial transactions (from consumers paying with their bank cards on
payment terminals in stores to validation by the bank), analytics, processing and formatting of data collected (e.g. mobile
applications created for SG and McDonald's) and value-added services surrounding purchases (e.g. generation of discount
vouchers during mobile payments in stores). The final ambitions of Worldline, like other players in the world of payments
and transactional setvices, are: 1/ to provide a full offer in order to increase the topline of its clients (mainly physical
metchants and banks), both through higher volume and innovation, and 2/ to make external growth to leverage its proptietary
technology platforms (which processes payment transactions). The structural, regulatory and technological context is clearly
beneficial to securing electronic payments, and this favours the outsourcing of payment processing (for both merchants and

banks) to specialised services providers.

Wortldline's positioning in the payments value chain (incl. the acquisition of Equens)

Issuing transaction  Services to cardholders Automated Credit/debit Services to Acquiring tr i C cial A POS / Services to new

processing and issuers clearing house transfers merchants processing acquiring ecommerce digital businesses

[ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ]
Source: Bryan, Garnier & Co.

B Asked about the interest in keeping its third division internally (Mobility & E-transactional Services: e-government, e-
ticketing...), the CEO said these activities have the transactional business model in common with its first two Payment divisions
(Merchant Services & Terminals and Financial Processing & Software Licensing), i.e. collecting commission fees. So, the group's

industrial logic consists of reusing software bricks common to payment businesses and benefiting from the convergence of uses.

2. One Sentence
« We sell confidence in the Payment universe »

At our conference, Gilles Grapinet said “we sell confidence in the Payment universe”. Speaking figuratively, he added that its
company does a job of growth infrastructure operator for any form of payments (recurring sales), such as a motorways operator
when there are stretches of expressways poorly connected to the network and not yet benefiting from economies of scale. In such a
context, Worldline’s mission consists in making smoother traffic flow (Worldline and Equens will benefit from their large European
platforms, which are consistent with the single European currency). Indeed, a PSP has: 1/ to develop and industrialise processes
(handling of vety large transaction volumes); 2/ to provide a high level of security (secute transactions), 3/ to address clients’ needs

(mainly physical merchants and banks), 4/ to adapt to regulatory changes; and 5/ to adapt to technological and market
developments.

Please see the section headed “Important information” on the back page of this report.
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3.

One Figure
B In Europe: 1/ 50% of payments is made in cash or by cheques (the gradual disappearance
50% of cash and cheques in favour of electronic payments is a fundamental trend in the payment
industry); 2/ 50% of the payment market is still insourced by banks (wheteas in the test of the

world, banks are out of the payment market as they have outsourced these services).

B In the Payment sector, size matters (the bigger, the more profitable). With a critical size, a PSP is able to generate a

significant leverage on its proprietary platform (fixed cost structure business). That’s why payment players often make
acquisitions (whereas if they do it alone, they could waste eight years before really beginning to have connections and make
significant business). It allows them to face higher transaction volumes for lower costs (virtually zero marginal cost for a new
transaction but the price is chatged to the merchants/banks, low costs to enter a new region). We expect the payments sector
to continue consolidating in Europe and the US (both in physical payments and e-commerce), in a similar way to the
hardware payments segment in recent years. For example, in 2007, around 20 manufacturers of payment terminals were active at
a global level, whereas now only Ingenico and VeriFone really exist (84% of market shares cumulated). Ingenico, Wirecard,
Worldpay and Worldline are among the natural European consolidators that we identify in payment services (primarily in the
online segment for the first three, ie. ~17x+ in EV/EBITDA, and in physical payments for Wotldline, i.e. ~12x in
EV/EBITDA).

Worldline should benefit from the decline in interchange fees (at 0.3% for credit cards and 0.2% for debit/prepaid cards for
countties in the eurozone; implemented by the EU on 9th Dec. 2015) since: 1/ it should prompt merchants to accept payments
by bank card for smaller amounts, hence an inctease in transaction volumes; 2/ Banks that issue payment cards should
automatically see their sales decline (interchange fees are part of their revenues) and are likely to increasingly outsource card
processing to PSPs, in order to reduce their costs and refocus on their own business. Operating leverage at Worldline is therefore
set to be dtiven by transaction volumes; 3/ whereas retailers could request that the entite cut in these fees be passed onto them,
this is unlikely to immediately be case of smaller merchants (who are generally less aware and have lower negotiating clout); and
4/ no significant impact on its revenue, because its gross tevenue excludes interchange fees, and in any case they are already very

low in Benelux (where Worldline is an acquirer).

How does the Conference impact our Investment Case

The group has little exposure to the most buoyant segments (no presence in the US, very little in China, low in e-
commetce/m-commerce). That said, it has a resilient profile and numerous strengths: 1/ recurring sales (>80%e), 2/ a
presence in the entire payments value chain (no. 1 PSP and no. 5 in TPEs, in the UE in 2014 pro forma), 3/ gradual convergence
of its businesses (platforms + uses), 4/ leverage on customer relations and transaction volumes (fixed-cost structure: 55-60% of
sales) and 5/ tes with parent company Atos (excellent distribution channel).

Now that Worldline has reached a critical size post-Equens and Komer¢ni Banka (now able to capture payment processing and
merchant acquiring transactions in northern Europe, Italy, Germany, and Czech Republic), we consider that even with still a
low single-digit otrganic growth (+3/6%: exposure to Europe and physical payments), the group will improve its margins
(the higher the volumes that pass through the platform, the stronger operating leverage is). And with an additional boost once
its investments in the WIPE platform are completed (only EUR25m remains to be invested until 2017¢). As the last two
acquisitions required very little cash since it took the form of JV, the group's financial flexibility remains intact. We consider
that every additional M&A should help the group to value its payments exposute better. The shate is trading at an EV/EBITDA
2016e of 8.1x (incl. Equens in mid-May and the end of the French radar contract as of July) vs 12x usually for a physical

payments player, namely an undeserved discount of 32%. This is the cheapest stock in our Payment coverage.

Next Catalysts

B Q1 2016 revenue: on 20th April (after trading) / H1 2016 earnings: in July (the group will give all the necessary elements for

the consensus to integrate the last two acquisitions into their models and therefore should update its guidance accordingly).

Please see the section headed “Important information” on the back page of this report.
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Company description

Worldline is a leading provider of
electronic payment and transactional
services. It offers a full range of
payment services and terminals to
merchants, processing and software
licensing to financial institutions, and
mobility solutions and transactional
services to enterprises and
government agencies.

Wortldline

Simplified Profit & Loss Account (EURm) 2012 2013 2014 2015e 2016e 2017e
Revenues 1,107 1,135 1,149 1,227 1,286 1,350
Change (%) -% 2.5% 1.3% 6.8% 4.8% 5.0%
Ifl change (%) -% 4.1% 2.8% 4.4% 6.5% 5.0%
EBITDA 183 203 215 235 257 277
EBIT 150 170 151 148 187 214
Adjusted EBIT 152 164 170 175 201 217
Change (%) -% 7.8% 3.8% 2.7% 14.7% 8.4%
Financial results (10.3) (13.4) (7.4) (5.9) (1.0) 0.0
Pre-Tax profits 139 157 143 142 186 214
Tax (43.8) (36.2) (41.0) (38.8) (54.0) (62.2)
Profits from associates 0.0 0.0 0.0 0.0 0.0 0.0
Minority interests 1.7) (1.8) (1.8) 0.0 0.0 0.0
Net profit 93.9 119 100 103 132 152
Restated net profit 95.5 114 114 123 142 154
Change (%) -% 19.3% 0.4% 7.4% 15.3% 8.9%
Cash Flow Statement (EURm)

Cash flow 148 149 164 184 213 237
Change in working capital 4.3 16.1 22.8 11.9 2.1 2.3
Capex, net (46.3) (41.0) (68.9) (67.0) (70.7) (67.5)
Financial investments, net 1.4 (0.30) (1.2) 0.0 0.0 0.0
Dividends (23.2) 0.0 (45.1) 0.0 0.0 (33.1)
Other (11.6) (212) 230 (8.3) 18.7 8.4
Net debt 14.6 99.6 (203) (323) (487) (634)
Free Cash flow 106 125 118 129 145 172
Balance Sheet (EURm)

Net fixed assets 518 523 552 538 509 483
Investments 7.5 6.9 9.0 9.0 9.0 9.0
Deffered tax assets 0.0 0.0 0.0 0.0 0.0 0.0
Cash & equivalents 469 542 216 371 534 681
current assets 249 260 288 307 322 338
Other assets 78.6 84.9 96.4 103 108 113
Total assets 1,321 1,417 1,161 1,328 1,482 1,625
L & ST Debt 483 642 12.5 47.3 47.3 47.3
Provisions 85.4 76.0 94.6 94.6 94.6 94.6
Deffered tax liabilities 0.0 0.0 0.0 0.0 0.0 0.0
Others liabilities 332 364 425 454 476 500
Shareholders' equity 421 336 629 733 865 984
Total Liabilities 1,321 1,417 1,161 1,328 1,482 1,625
Capital employed 436 435 426 409 378 350
Ratios

Operating margin 13.74 14.45 14.82 14.26 15.60 16.10
Tax rate 31.42 23.13 28.63 27.28 29.00 29.00
Net margin 8.63 10.60 8.89 8.43 10.28 11.27
ROE (after tax) 22.30 35.31 15.96 14.12 15.29 15.47
ROCE (after tax) 24.13 28.63 29.91 32.94 38.71 44.37
Gearing 3.47 29.68 (32.28) (44.14) (56.28) (64.44)
Pay out ratio 0.0 0.0 0.0 0.0 25.00 25.00
Number of shares, diluted 116,218 116,218 131,927 135,012 135,012 135,012
Data per Share (EUR)

EPS 0.81 1.02 0.76 0.78 1.00 1.15
Restated EPS 0.82 0.98 0.87 0.91 1.05 1.14
% change -% 19.3% -11.5% 4.9% 15.3% 8.9%
BVPS 3.62 2.89 4.77 5.43 6.41 7.29
Operating cash flows 1.27 1.29 1.24 1.36 1.58 1.76
FCF 0.91 1.07 0.89 0.95 1.07 1.27
Net dividend 0.0 0.0 0.0 0.0 0.25 0.29

Source: Company Data; Bryan, Garnier & Co ests.

Please see the section headed “Important information” on the back page of this report.
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Price Chart and Rating History
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BRYAN, GARNIER & CO

Worldline

Page left blank intentionally

Please see the section headed “Important information” on the back page of this report.



BRYAN, GARNIER & CO

Worldline

Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a

oY recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

NEUTRAL Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to

be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary

event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key

reasons behind the opinion.

SELL Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a

recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 64.4%

Distribution of stock ratings

NEUTRAL ratings 28.1% SELL ratings 7.4%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued shate capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or | No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager No
of one ot more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is ot has in the past twelve months been patty to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, or has in that period received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its patents or
subsidiaries. ‘The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the report.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com

Please see the section headed “Important information” on the back page of this report.
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Beaufort House 26 Avenue des Champs Elysées 750 Lexington Avenue rue de Grenus 7 The Imperial Hotel

15 St. Botolph Street 75008 Paris New York, NY 10022 CP 2113 Janpath

London EC3A 7BB Tel: +33 (0) 1 56 68 75 00 Tel: +1 (0) 212 337 7000 Geneve 1, CH 1211 New Delhi 110 001
Tel: +44 (0) 207 332 2500 Fax: +33 (0) 1 56 68 75 01 Fax: +1 (0) 2123377002 Tel +4122 731 3263  Tel +91 11 4132 6062
Fax: +44 (0) 207 332 2559 Regulated by the FINRA and SIPC member  Fax+4122731 3243 +91 98 1111 5119
Authorised and regulated by ~ Financial Conduct Authority (FCA) Regulated by the Fax +91 11 2621 9062
the Financial Conduct and the Autorité de Controle FINMA
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Important information

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and
arrangements required for investment research as set out in the FCA’s Conduct of Business Sourcebook.

This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier
& Co Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered
address: Beaufort House 15 St. Botolph Street, London EC3A 7BB, United Kingdom

This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned
in this Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be
construed as, investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.

The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the
accuracy of which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or
warranty is given or should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law
neither the Firm nor any associated company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to
the Firm and/or associated companies which are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the
subject of this Report.

This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this
Report.

Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an
independent party and should not be seen as an indication of returns which might be received by investors. Similarly, where projections, forecasts, targeted or illustrative returns or
related statements or expressions of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or
probability. Actual events and circumstances are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to the risk factors stated in this
Report, could cause actual results to differ materially from those in any Forward Looking Information.

Disclosures specific to clients in the United Kingdom

This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in
the United Kingdom only to persons who have been classified by Bryan Garnier & Co Limited as professional clients or eligible counterparties. Any recipient who is not such a
person should return the Report to Bryan Garnier & Co Limited immediately and should not rely on it for any purposes whatsoever.

Notice to US investors

This research report (the “Report”) was prepared by Bryan Garnier & Co Limited for information putrposes only. The Report is intended for distribution in the United States to
“Major US Institutional Investors” as defined in SEC Rule 15a-6 and may not be furnished to any other person in the United States. Each Major US Institutional Investor which
receives a copy of this Report by its acceptance hercof represents and agrees that it shall not distribute or provide this Report to any other person. Any US person that desires to
effect transactions in any security discussed in this Report should call or write to our US affiliated broker, Bryan Garnier Securities, LLLLC. 750 Lexington Avenue, New York NY
10022. Telephone: 1-212-337-7000.

This Report is based on information obtained from sources that Bryan Garnier & Co Limited believes to be reliable and, to the best of its knowledge, contains no misleading,
untrue or false statements but which it has not independently verified. Neither Bryan Garnier & Co Limited and/or Bryan Garnier Securities LLC make no guarantee,
representation or warranty as to its accuracy or completeness. Expressions of opinion herein are subject to change without notice. This Report is not an offer to buy or sell any
security.

Bryan Garnier Securities, LLC and/or its affiliate, Bryan Garnier & Co Limited may own more than 1% of the securities of the company(ies) which is (are) the subject matter of
this Report, may act as a market maker in the securities of the company(ies) discussed herein, may manage or co-manage a public offering of securities for the subject company(ies),
may sell such securities to or buy them from customers on a principal basis and may also perform or seck to perform investment banking services for the company(ies).

Bryan Garnier Securities, I.LC and/or Bryan Garnier & Co Limited are unaware of any actual, material conflict of interest of the research analyst who prepared this Report and are

also not aware that the research analyst knew or had reason to know of any actual, material conflict of interest at the time this Report is distributed or made available..



