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ESOP expense overshadows strong margin performance

CMS Info Systems' (CMS) 2QFY24 EBITDA was 8% below JMFe, largely on account of ESOP
charges (INR106mn vs. INR21mn in 2QFY23). Adjusted for ESOP charge, EBITDA was up 15%
YoY. Revenue grew 15% YoY/6% QoQ driven by managed services (+17% YoY/+11% QoQ,
3% above JMFe) while cash management (CM) business continued to deliver healthy growth
(+11%YoY/flat QoQ). Gross profit grew 20% YoY (+3% QoQ), but that was largely offset by
employee cost (+28% YoY, high ESOP charges) and other expense (+29% YoY/ flat QoQ).
EBITDA margin contracted 170bps YoY/210bps QoQ to 26.8%, mainly on account of ESOP
expense (195bps; adj EBITDA margin at 28.7%). On the operational front, CMS a) won INR
5bn worth new orders during 2QFY24 in the managed services segment (INR 6.5bn in
1HFY24), b) posted 6% YoY growth in handling of currency in 2QFY24 to INR 3.3trln, and ¢)
business touchpoints in CM segment stood at 129k, +12% YoY/+3% QoQ. CMS reiterated
its FY25 revenue guidance (INR25-27bn). The company remains on a strong footing given its
robust business model (significant market leadership in the CM segment, strong track record
of diversification and strong earnings growth and return profile (FY25E ROIC >35%). We cut
FY24 EPS by 4% while retaining FY25/26 estimates as we bake in ESOP expenses in our
forecast. We maintain BUY with Dec’24TP of INR 460, basis 17xDec'25EPS. Sharp reduction
in cash in circulation and delay in compliance implementation remain key risks to our call.

m Steady revenue growth: CMS’ total revenue grew +15% YoY/+6% QoQ to INR 5.4bn
(3% below JMFe) driven by managed services (+17% YoY/ 11% QoQ) and cash
management (CM) segment (+11% YoY/ 3% QoQ, 6% below JMFe). The steady growth
momentum supports the management’s revenue guidance of INR 25-27bn for FY25E
(CAGR of ¢.17-18% over FY23-25E). Gross profit grew 20% YoY (+3% QoQ, 4% above
JMFe); however, that was largely offset by higher other expenses (+29% YoY/ flat QoQ)
and higher employee cost (+28% YoY/ 16% QoQ). As a result, EBITDA grew 9% YoY (-
1% QoQ, 8% below JMFe) while PAT grew 16% YoY/ flat QoQ to INR 844mn (4% below
JMFe). Adjusted for ESOP, EBITDA up 16% YoY and PAT up 25% YoY.

= CM EBIT margin improves 160bps YoY but dips 30bps QoQ: CM EBIT grew by 18%
YoY/+2%QoQ to INR 953mn while margin improved by +160bps YoY/-30bps QoQ to
26.4% in 2QFY24, whereas MS EBIT grew by 14% YoY/+10% QoQ to INR 362mn and
margin contracted 50bps YoY/10bps QoQ to 19.9%. the management highlighted that
phase 1 of cassette swap rollout on 15% ATM has been completed, and added it expects
to complete 25-30% by 4QFY24. Business points for cash logistics business was at 129k
(+12% YoY/+3%QoQ). In the MS business, the company won orders of INR 5bn in 2Q,
taking the total order wins of INR 6.5bn in 1HFY24. The company’'s AloT and remote
monitoring services is currently live at 22,000+ sites (vs. 21,000+ sites in 1QFY24).

= Maintain BUY: We cut FY24 EPS by 4% while retaining FY25/26 estimates as we bake in
ESOP expenses in our forecast. We maintain BUY with Dec’24TP of INR 460, basis
17xDec’25EPS. CMS remains on a strong footing given its robust business model
(significant market leadership in the CM segment, strong track record of diversification
and strong earnings growth and return profile (FY25E ROIC >40%). Sharp reduction in
cash in circulation and delay in compliance implementation remain key risks to our call.

Financial Summary (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Net Sales 15,897 19,147 22,111 25,433 28,754
Sales Growth (%) 21.7 20.4 15.5 15.0 13.1

EBITDA 3,998 5,377 6,204 6,959 7,631

EBITDA Margin (%) 25.1 28.1 28.1 27.4 26.5
Adjusted Net Profit 2,240 2,972 3,482 4,083 4,655
Diluted EPS (INR) 15.1 19.3 21.0 243 27.2

Diluted EPS Growth (%) 32.3 28.1 9.0 15.4 12.2
ROIC (%) 27.4 28.4 293 337 38.4
ROE (%) 20.0 21.1 19.8 19.4 19.3
P/E (x) 238 18.6 17.1 14.8 13.2
P/B (x) 4.2 35 3.0 2.7 24
EV/EBITDA (x) 13.6 10.1 8.1 6.8 5.8
Dividend Yield (%) 0.4 1.9 23 3.0 3.4

Source: Company data, JM Financial. Note: Valuations as of 26/0ct/2023
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= Other key highlights from 2QFY24 post results conference call:

The company has granted 8mn ESOPs to its employees in THFY24, to be vested over
the next 3-4 years, basis time (50%) and performance benchmarks (50% of ESOPs).
These ESOPs have been issued closer to the fair market price (weighted average of fair
price and discount) and there is no deep discount on them. ESOP charges are expected
to be INR350mn/240mn/160mn respectively in FY24/25/26 basis the Black Scholes
model.

The quarterly currency throughput handled by the company was INR 3.3trIn in 2QFY24
(+6% YoY). While currency throughput in the metros was robust (+10% YoY), a slight
weakness was seen in rural pockets.

Retail Cash Management (RCM) has already started clocking INR 1bn annual run rate
(22k touchpoints) and the company sees possible strong growth in this segment over
the next few years on the back of the formalisation trend in the retail sector.

Management highlighted that a total of 51,000 ATMs are expected to be awarded in
FY24, of which 2/3" are under BLA and the balance bank owned; 20% will be new
ATMs and the balance is replacements.

Risk cost (comprising reconciliation differences with stakeholders, insurance premium,
provision for receivables, bad debts written off/back, etc.) has been ~4-6% and the
company expects that to come down on the back of cassette swap and other
regulatory compliances.

Management guided for capex of INR 1.5bn-1.7bn in FY24, of which INR 410mn has
been utilised in THFY24. Capex is largely towards fleet upgradation, Al-IOT products
and technology, remote monitoring, etc.

While the management did not rule out possible new competition, especially from
entry of global players into India given regulatory norms in place (on the compliance
front) and a level playing field, it suggested that weaker players might be more
impacted while larger players like CMS may not see material impact given scale and
network efficiency. However, the company will always try to achieve a balance
between growth, market share and profitability.

Receivable days increased 17 days in THFY24 (from 100 days in Mar'23 to 117 days in
Sep’23) on account of a) new business from PSU banks (streamlining receivable cycle
takes some time at the start of the service), b) lower sales in 1H on seasonality (109
days receivables in THFY23), and c) higher interest rates scenario also drives delay in
payments.

The company has set up an equipment manufacturing facility (capacity of 2k ATM per
month and can be expanded further) recently to a) align with the Make in India policy,
b) given the importance from controlling supply chain for banking infrastructure as
PSU banks look for more integrated services (all everything). It expects to get some
orders in 2HFY24 as certifications are going on right now.
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Exhibit 1. 2QFY24 financial performance

INR mn 2Q23 2Q24 YoY 1Q24 QoQ 2Q24E Var THFY23 THFY24 YoY
Revenue 4,717 5,437 15% 5,116 6% 5,599 -3% 9,250 10,553 14%
Operating Expenses 1,731 1,869 8% 1,638 14% 2,161 -14% 3,351 3,507 5%
Gross Profit 2,986 3,569 20% 3,477 3% 3,438 4% 5,898 7,046 19%
Gross Margin 63.3% 65.6% 230 bps 68.0% -230 bps 61.4% 420 bps 63.8% 66.8% 300 bps
Employee cost 663 850 28% 733 16% 729 17% 1,292 1,582 22%
% of revenue 14.1% 15.6% 160 bps 14.3% 130 bps 13.0% 260 bps 14.0% 15.0% 100 bps
Other Expenses 981 1,263 29% 1,269 0% 1,128 12% 2,025 2,531 25%
% of revenue 20.8% 23.2% 240 bps 24.8% -160 bps 20.2% 310 bps 21.9% 24.0% 210 bps
Total Expenditure 3,375 3,981 18% 3,640 9% 4,019 -1% 6,668 7,620 14%
EBITDA 1,342 1,456 9% 1,476 -1% 1,581 -8% 2,581 2,933 14%
EBITDA Margin 28.5% 26.8% -170 bps 28.9% -210 bps 28.2% -140 bps 27.9% 27.8% -10 bps
Depreciation 342 364 6% 364 0% 407 -11% 639 728 14%
EBIT 1,000 1,093 9% 1,112 -2% 1,173 -7% 1,942 2,205 14%
EBIT Margin 21.2% 20.1% -110 bps 21.7% -160 bps 21.0% -90 bps 21.0% 20.9% -10 bps
Other Income 29 83 190% 67 25% 55 52% 53 150 185%
Interest 50 41 -19% 42 -4% 50 -19% 95 83 -12%
Profit before tax 979 1,135 16% 1,137 0% 1,178 -4% 1,900 2,272 20%
% margin 20.8% 20.9% 10 bps 22.2% -130 bps 21.0% -20 bps 20.5% 21.5% 100 bps
Tax expense 254 292 15% 294 -1% 297 -2% 485 586 21%
% 25.9% 25.7% -20 bps 25.9% -20 bps 25.2% 50 bps 25.5% 25.8% 30 bps
PAT 725 844 16% 843 0% 882 -4% 1,415 1,686 19%
PAT Margin 15.4% 15.5% 10 bps 16.5% -100 bps 15.7% -20 bps 15.3% 16.0% 70 bps
Basic EPS 4.7 5.4 15% 5.5 -1% 5.7 -5% 10.8 10.8 0%
Source: Company, JM Financial
Exhibit 2. 2QFY24 segment performance
INR mn 2Q23 2Q24 YoY 1Q24 QoQ 2Q24E Var THFY23 1HFY24 YoY
Revenue
Cash Management Services 3,242 3,605 1% 3,507 3% 3,826 -6% 6,373 7.112 12%
Managed Services 1,556 1,821 17% 1,642 1% 1,774 3% 3,018 3,463 15%
Cards 82 239 193% 181 32% 163 47% 177 421 138%
Total 4,717 5,437 15% 5116 6% 5,561 -2% 9,250 10,553 14%
EBIT
Cash Management Services 806 953 18% 939 2% 995 -4% 1,575 1,891 20%
Managed Services 316 362 14% 328 10% 337 7% 612 689 13%
Cards -1 27 -3079% 14 93% 1 132% 0 40 9968%
Total 1,121 1,341 20% 1,280 5% 1,343 0% 2,188 2,621 20%
EBIT margin
Cash Management Services 24.8% 26.4% 160 bps 26.8% -30 bps 26.0% 40 bps 24.7% 26.6% 190 bps
Managed Services 20.3% 19.9% -50 bps 19.9% -10 bps 19.0% 90 bps 20.3% 19.9% -40 bps
Cards -1.1% 11.1% 1220 bps 7.6% 350 bps 7.0% 410 bps 0.2% 9.6% 930 bps
Total 23.8% 24.7% 90 bps 25.0% -40 bps 24.2% 50 bps 23.7% 24.8% 120 bps
Capital Employed
Cash Management Services 5,823 6,755 16% 6,643 2% 5,794 13,398 131%
Managed Services 4,821 4,947 3% 5,044 2% 3,242 9,991 208%
Cards 251 168 -33% 213 -21% 120 381 216%
Unallocable 3,080 5,164 68% 4,601 12% 2,106 9,765 364%
Total 13,975 17,034 22% 16,501 3% 11,263 33,535 198%

Source: Company, JM Financial
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Exhibit 3. Revenue growth trend Exhibit 4. Gross profit and margin trend
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Exhibit 5. EBITDA and margin trend Exhibit 6. PAT and growth trend
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Exhibit 7. CM segment revenue and growth trend Exhibit 8. CM segment EBIT and margin trend
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Exhibit 9. MS segment revenue and growth trend Exhibit 10. MS segment EBIT and margin trend
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E Y/E March FY22A FY23A FY24E FY25E FY26E
Net Sales 15,897 19,147 22,111 25,433 28,754 Shareholders’ Fund 12,561 15,625 19,554 22,514 25,788
Sales Growth 21.7% 20.4% 15.5% 15.0% 13.1% Share Capital 1,532 1,544 1,655 1,682 1,709
Other Operating Income 0 0 0 0 0 Reserves & Surplus 11,030 14,081 17,900 20,832 24,079
Total Revenue 15,897 19,147 22,111 25,433 28,754 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 6,254 6,562 7,241 8,028 8,852 Minority Interest 0 0 0 0 0
Personnel Cost 2,315 2,649 2,967 3,323 3,721 Total Loans 0 0 0 0 0
Other Expenses 3,330 4,559 5,699 7,124 8,549 Def. Tax Liab. / Assets (-) -304 -369 -369 -369 -369
EBITDA 3,998 5,377 6,204 6,959 7,631 Total - Equity & Liab. 12,257 15,256 19,186 22,145 25,419
EBITDA Margin 25.1% 28.1% 28.1% 27.4% 26.5% Net Fixed Assets 7,940 8,897 8,702 8,527 8,398
EBITDA Growth 36.2% 34.5% 15.4% 12.2% 9.7% Gross Fixed Assets 9,455 11,963 13,463 14,963 16,463
Depn. & Amort. 918 1,318 1,691 1,675 1,629 Intangible Assets 2,061 2,061 2,061 2,061 2,061
EBIT 3,079 4,059 4,513 5,284 6,002 Less: Depn. & Amort. 4,013 5,331 7,022 8,697 10,326
Other Income 79 147 300 345 400 Capital WIP 437 203 200 200 200
Finance Cost 144 196 160 173 181 Investments 1,235 2,792 2,455 2,455 2,455
PBT before Excep. & Forex 3,014 4,010 4,653 5,456 6,220 Current Assets 9,077 8,955 14,251 18,320 22,657
Excep. & Forex Inc./Loss(-) 0 0 0 0 0 Inventories 635 742 857 985 1,114
PBT 3,014 4,010 4,653 5,456 6,220 Sundry Debtors 4,993 5,260 6,664 7,665 8,665
Taxes 774 1,038 1171 1,373 1,566 Cash & Bank Balances 1,418 1,563 5,346 8,332 11,653
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 2,031 1,390 1,384 1,338 1,225
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 0 0 0 0 0
Reported Net Profit 2,240 2,972 3,482 4,083 4,655 Current Liab. & Prov. 5,996 5,388 6,222 7,156 8,091
Adjusted Net Profit 2,240 2,972 3,482 4,083 4,655 Current Liabilities 2,459 2,252 2,601 2,991 3,382
Net Margin 14.1% 15.5% 15.7% 16.1% 16.2% Provisions & Others 3,537 3,136 3,621 4,165 4,709
Diluted Share Cap. (mn) 148.7 153.9 165.5 168.2 170.9 Net Current Assets 3,081 3,567 8,029 11,163 14,567
Diluted EPS (INR) 15.1 19.3 210 24.3 27.2 Total — Assets 12,257 15,256 19,186 22,145 25,419
Diluted EPS Growth 32.3% 28.1% 9.0% 15.4% 12.2% Source: Company, JM Financial

Total Dividend + Tax 226 1,040 1,393 1,837 2,095

Dividend Per Share (INR) 1.5 6.8 8.4 10.9 12.3

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 3,014 4,010 4,653 5,456 6,220

Net Margin 14.1% 15.5% 15.7% 16.1% 16.2%
Depn. & Amort. 918 1,318 1,691 1,675 1,629

Asset Turnover (x) 1.5 1.4 1.3 1.2 1.2
Net Interest Exp. / Inc. (-) 1 127 -140 -172 -219

. L F 1. 1. 1. 1. 1.

Inc (-/ Dec in WCap. -1,366 -1,318 -679 -149 -82 everage Factor () 0 0 0 0 0
Others 863 1,016 0 0 0 RoE 20.0% 21.1% 19.8% 19.4% 19.3%
Taxes Paid -976 -1,085 -1,171 -1,373 -1,566
Operating Cash Flow 2,565 4,068 4,354 5,436 5,983 Key Ratios
Capex 2,833 41,914 -1,497 -1,500 1,500 Y/E March FY22A FY23A FY24E FY25E FY26E
Free Cash Flow -268 2,154 2,858 3,936 4,483 BV/Share (INR) 84.5 101.5 118.2 1339 150.9
Inc (-) / Dec in Investments -430 -1,313 338 0 0 ROIC 27.4% 28.4% 29.3% 33.7% 38.4%
Others 0 0 300 345 400 ROE 20.0% 21.1% 19.8% 19.4% 19.3%
Investing Cash Flow -3,262 -3,226 -859 -1,155 -1,100 Net Debt/Equity (x) -0.1 -0.1 -0.3 -0.4 -0.5
Inc / Dec (-) in Capital 638 157 1,841 714 714 P/E (x) 23.8 18.6 171 14.8 13.2
Dividend + Tax thereon -226 -154 -1,393 -1,837 -2,095 P/B (x) 4.2 3.5 3.0 2.7 2.4
Inc / Dec (-) in Loans 0 0 0 0 0 EV/EBITDA (x) 13.6 10.1 8.1 6.8 5.8
Others -406 -525 -160 -173 -181 EV/Sales (x) 34 2.8 2.3 1.9 1.5
Financing Cash Flow 6 -522 288 -1,296 -1,562 Debtor days 115 100 110 110 110
Inc / Dec (-) in Cash -692 320 3,783 2,986 3,321 Inventory days 15 14 14 14 14
Opening Cash Balance 1,335 643 1,563 5,346 8,332 Creditor days 75 60 60 59 58
Closing Cash Balance 643 963 5,346 8,332 11,653 Source: Company, JM Financial

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
Date Recommendation Target Price % Chg. CMS Info Sjrstems
25-Apr-22 Buy 350
11-May-22 Buy 350 0.0
28-Jul-22 Buy 380 8.6
2-Nov-22 Buy 390 2.6
30-Jan-23 Buy 420 7.7
23-May-23 Buy 420 0.0
29-May-23 Buy 430 24
25-Jul-23 Buy 465 8.1
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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, (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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