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Inventory loss, one-off expenses drag margin

Ruchitaa Maheshwari

= Consolidated Q2 revenue declined 2% YoY with plumbing down 11%
research@bobcaps.in

but paints & adhesives up 27%; pipe volumes dipped 4%

= Operating margin contracted 535bps YoY to 12.3% due to inventory

loss, high employee cost and expenses toward new products

= Retain TP of Rs 2,205 (set at 62x FY24E EPS) — retain HOLD.

Revenue declines: ASTRA'’s consolidated Q2FY23 revenue dipped 2% YoY to Key changes
Rs 11.7bn, as the plumbing business declined 11% due to a substantial fall in PVC Target Rating
prices whereas paints & adhesives grew 27% (includes Gem Paints). The company <) <)
also lost six working days due to the merger of Resinova Chemie. Standalone
revenue declined 7% YoY with EBITDA margin contraction of 520bps YoY to 12.5% Ticker/Price ASTRA IN/Rs 2,062
due to a 4% drop in pipe volumes given higher destocking by channel partners. For Market cap US$ 5.1bn
H1, volumes grew 15%. Free float 44%

3M ADV US$ 14.6mn
Margin contracts: Consolidated EBITDA margin contracted 535bps YoY to 12.3% 52wk high/low Rs 2,655/Rs 1,582
due to one-offs from high-cost inventory (loss of ~Rs 450mn), elevated A&P spends, Promoter/FPI/DII 56%1167%/28%

high employee cost (+140bps) and expenses toward a foreign trip arranged for Saurce: NSE | Price as of 11 Nov 2022

channel partner. EBIT margin in plumbing fell 540bps YoY to 10% owing to a decline Key financials

in PVC prices to the tune of Rs 30/kg. The paints & adhesives segment improved its YIE 31 Mar FY22A FY23E FY24E

EBIT margin by 125bps to 7% aided by Gem Paints business (unlike in Q2FY22). Total revenue (Rs mn) 43940 52,095 59,596
EBITDA (Rs mn) 7553 9,159 10,781

Better placed than peers: Due to a better value-added product mix and higher Adj. net profit (Rs mn) 4906 5839 7,141

CPVC contribution, ASTRA’s EBIT margin in plumbing was at 10%. In contrast, SI's Adj. EPS (Rs) 244 2941 355

EBIT margin in plastic pipes was just 1.9% and FNXP reported negative EBIT. Consensus EPS (Rs) 244 2713 354
Adj. ROAE (%) 232 225 227

EBITDA/kg to revive in Q4: ASTRA incurred an inventory loss of ~Rs 450mn in Q2 Adj. PIE (x) 844 709 580

and ~Rs 250mn in Q1 due to falling PVC prices. This pulled down EBITDA/kg to EV/EBITDA (x) 546 441 317

Rs 32.1 vs. Rs 44.9 in Q2FY22 and Rs 36.2 in Q1FY23. PVC prices declined by Ad). EPS growth (%) 209 190 223

) . L. . Source: Company, Bloomberg, BOBCAPS Research

Rs 30/kg during Q2 and channel partners are maintaining lean inventory. However,

most of the company’s high-cost inventory has been absorbed in H1. Management Stock performance

expects a limited fall in EBITDA/kg in Q3 and revival in Q4. ASTRA —— NSE Nify (Relative)

2,610

Maintain HOLD: We like ASTRA for its strong growth prospects, market leadership, 2190

net debt-free balance sheet, wide distribution with strong retail franchise, and 1,770

healthy return ratios. The stock is trading at 58x FY24E EPS. Our TP remains at 1,350

Rs 2,205, set at 62x FY24E EPS (vs. the 5Y median of ~73x), which offers limited 7% 2?2 [ o™ I

upside potential — retain HOLD. SS89893333898 49

2822282222222

Source: NSE

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report. A
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Management is hopeful of achieving high-double-digit pipe volume growth in
H2FY23. For FY24, management expects volume growth of 15%. In normal
circumstances, EBITDA margin of the business is 16-17%.

Demand scenario is healthy with low inventory in the system and management
expects demand to improve in H2.

ASTRA'’s volumes declined 4% YoY in Q2FY23 compared to positive volume
growth reported by peers. (a) ASTRA has been growing in the past quarters and
showed a volume decline off a high base. However, peers reported volume growth
on a low base. (b) ASTRA has lost 6 days of working owing to the merger process
(Due to a delay in receiving a signed copy of the NCLT order for merger with
Resinova Chemie) which impacted volumes. (c) The agriculture segment is picking
up which has been aiding volume growth for peers. However, the margin for peers
remained lower than ASTRA.

Per management, margin pressure was witnessed during the quarter mainly
because of reduction in key polymer (PVC) prices to the tune of Rs 30/kg which
resulted in inventory loss of ~Rs 450mn in Q2 and ~Rs 250mn in Q1. However due
to a better value-added product mix and higher CPVC contribution, the company
was able to report a double-digit EBITDA margin in the plumbing segment.

Adhesive margins were also under pressure due to higher prices of key raw
materials during Q2, but pressure on raw materials has started coming down which
will help in partial margin improvement in Q3 and will have full benefit in Q4.

Gem Paints’ sales in Q2FY23 totalled Rs 560mn vs. ~Rs 500mn in Q2FY22 and
Rs 553mn in Q1FY23. Heavy rainfall, especially in the south, impacted the paint
business. EBITDA margin stood at ~19% in Q2FY23 and 17% in H1FY23. Margins
are high owing to the absence of branding investment and fewer employees. As
per management, the focus is volume growth, and with increasing branding and
hiring of employees, the margin will come down. The normal margin range is 14-
15%.

Seal IT (UK adhesive subsidiary) reported a decline in topline by 8% in H1FY23
compare to H1FY22 because of appreciation of the INR vs. the GBP. Constant
currency growth was higher by 8%.

CPVC prices are currently stable due to anti-dumping duty but supply is
constrained. CPVC prices have not corrected YTD.

The company has geared up operations of the sanitaryware & faucet business and
has completed 34 showrooms/display centres supported by channel partners. A
total of 97 more such showrooms/display centres in various states of the country
are under construction and most of them will be ready by Q3. Further, the company
is planning to complete a minimum of 500 such showrooms/display centres by
FY23. All the setup cost will be borne by channel partners. Sizeable revenue
contribution is expected from Q1FY24 onwards.

Current SKUs in sanitaryware are 136 and faucetware 411.

2 11 November 2022
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The company has started manufacturing of PVC, SWR (soil, water, rain) and
agricultural pipes along with water tanks at Odisha Plant (east) and this will be fully
operational in Q3. It expects the tank business to pick up aggressively in H2 as the
monsoon is over. Management maintained that the water tank business should
contribute Rs 1bn of revenue in FY23.

ASTRA expects to ramp up plumbing and industrial valve production in Q3. The
company has rolled out 12 SKUs in Q2 and is planning to roll out another 108 in
Q3FY23.

Due to volatility in foreign currency during H1FY23, the company incurred a loss of
Rs 240mn, out of which Rs 150mn is unrealised. Management hopes for a reversal
of such unrealised loss, if the rupee appreciates.

Consolidated cash (including cash equivalents) and bank balances as at 30 Sep
2022 stood at Rs 4.6bn.

3 11 November 2022
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(Rs mn) Q2FY23 Q2FY22 YoY (%) Q1FY23 QoQ (%) H1FY23 H1FY22 YoY (%)
Total revenues 11,716 11,999 (2.4) 12,129 (3.4) 23,845 19,000 255
Total raw material consumed 8,177 8,166 0.1 8,351 2.1) 16,528 12,484 324
% of sales 69.8 68.1 174bps 68.9 94bps 69.3 65.7 361bps
Employee exps 762 615 239 768 (0.8) 1,530 1,196 279
% of sales 6.5 5.1 138bps 6.3 17bps 6.4 6.3 12bps
Other exp 1,337 1,103 212 1,293 34 2,630 1,911 376
% of sales 11.4 9.2 222bps 10.7 75bps 11.0 10.1 97bps
Total expenditure 10276 9884 4.0 10412 (1.3) 20688 15591 327
% of sales 87.7 824 534bps 85.8 187bps 86.8 82.1 470bps
EBITDA 1,440 2,115 (31.9) 1,717 (16.1) 3,157 3,409 (7.4)
EBITDA Margin (%) 123 17.6 (534bps) 14.2 (187bps) 13.2 179 (470bps)
Depreciation 448 314 42.7 433 35 881 620 421
Other income 135 80 68.8 114 184 249 123 102.4
Interest cost 40 12 2333 27 481 67 25 168.0
PBT 1,087 1,869 (41.8) 1,371 (20.7) 2,458 2,887 (14.9)
Taxes 241 437 (44.9) 316 (23.7) 557 671 (17.0)
Effective tax rate (%) 222 234 (121bps) 230 (88bps) 22.7 232 (58bps)
RPAT before extraordinaries 846 1432 (40.9) 1055 (19.8) 1901 2216 (14.2)
Less: extraordinary items 0 0 - 0 - 0 0 -
Less: forex loss/(gain) 100 Q)] - 117 - 217 32 -
Less: minority int (42) (21) - (49) - 91) (33) -
Less: Loss from JV 0 0 - 0 - 0 0 -
APAT 804 1411 (43.0) 1006 (20.1) 1810 2183 (17.1)
RPAT 704 1412 (50.1) 889 (20.8) 1593 2151 (25.9)
Source: BOBCAPS Research, Company
Fig 2 — Segmental performance
(Rs mn) Q2FY23 Q2FY22 YoY (%) Q1FY23 QoQ (%) H1FY23 H1FY22 YoY (%)
Net Sales
Plumbing 8,361 9,355 (10.6) 8,761 (4.6) 17,122 14,396 18.9
Paints & Adhesives 3,355 2,644 26.9 3,368 (0.4) 6,723 4,604 46.0
Total 11,716 11,999 (2.4) 12,129 (3.4) 23,845 19,000 255
EBIT
Plumbing 838 1,443 (41.9) 977 (14.2) 1,815 2,201 (17.5)
Paints & Adhesives 236 153 54.2 316 (25.3) 552 637 (13.3)
Total 1,074 1,596 (32.7) 1,293 (16.9) 2,367 2,838 (16.6)
EBIT Margin (%)
Plumbing 10.0 154 (540bps) 112 (113bps) 10.6 15.3 (469bps)
Paints & Adhesives 7.0 5.8 125bps 94 (235bps) 8.2 13.8 (563bps)
Source: Company, BOBCAPS Research
EQUITY RESEARCH 4 11 November 2022
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(Rs mn) Q2FY23 Q2FY22 YoY (%) Q1FY23 QoQ (%) H1FY23 H1FY22 YoY (%)
Total revenues 10,418 11,158 (6.6) 8,998 15.8 19,416 16,336 18.9
Total raw material consumed 7,289 7,672 (5.0) 6,250 16.6 13,539 10,872 245
% of sales 70.0 68.8 121bps 69.5 51bps 69.7 66.6 318bps
Employee exps 590 489 20.7 390 51.3 980 800 225
% of sales 5.7 44 128bps 43 133bps 5.0 49 15bps
Other exp 1,232 1,020 20.8 1,034 191 2,266 1,653 3741
% of sales 118 9.1 268bps 115 33bps 1.7 10.1 155bps
Total expenditure 9111 9181 (0.8) 7674 18.7 16785 13325 26.0
% of sales 87.5 82.3 517bps 85.3 217bps 86.4 81.6 488bps
EBITDA 1307 1977 (33.9) 1324 (1.3) 2631 3011 (12.6)
EBITDA Margin (%) 125 17.7 (517bps) 14.7 (217bps) 13.6 184 (488bps)
Depreciation 343 287 19.5 297 155 640 540 185
Other income 41 75 (45.3) 62 (33.9) 103 110 (6.4)
Interest cost 24 6 300.0 10 140.0 34 1 209.1
PBT 981 1,759 (44.2) 1,079 9.1) 2,060 2,570 (19.8)
Taxes 227 419 (45.8) 242 (6.2) 469 620 (24.4)
Effective tax rate (%) 231 238 (68bps) 224 71bps 22.8 24.1 (136bps)
APAT 754 1340 (43.7) 837 (9.9) 1591 1950 (18.4)
extraordinary items 0 1 0 - 0 1 -
Forex (100) 0 (107) - 0 0 -
RPAT 654 1341 (51.2) 730 (10.4) 1591 1951 (18.5)
Source: BOBCAPS Research, Company
Fig 4 — Consolidated revenue mix Fig 5 — Piping volume growth
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Fig 7 — Consolidated EBITDA growth

(Rs mn) mmmm Total Revenue  =—<0—YoY Growth (R) (%) (Rs mn) mmmm Total EBITDA  =—0=—YoY Growth (R) (%)

- 13,906 - - -
15,000 11278 12.129 100 3,000 2546 138.3 160

73.3 11999 2,500 - 120
12,000 - O 10,989 - 75 i
2,000 - 80
9,000 - - 50
1,500 - 40
6,000 - - 25
1,000 -0
3,000 - 0 500 - (40)
0 - - (25) 0 - (80)
§ & & 8 8 8 8 & Q & & & 8 § §8 &8 & g
& o L o oo o & & & & &L oL & & o o &
N (e} < ~ N [5e) < ~— N N [se) < ~ N [se) < ~— N
g ¢ o o ¢ S o o o g ¢ o o o o o o o
Source: Company, BOBCAPS Research Source: Company, BOBCAPS Research
Fig 8 — Standalone revenue growth Fig 9 — Standalone EBITDA growth
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Fig 10 — Paints & adhesives revenue growth Fig 11 — Paints & adhesives EBIT margin
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ASTRA is among the leading players in India’s CPVC/PVC plumbing pipe market. We
expect strong growth traction in the pipe business led by likely industry consolidation,
further expansion in the valve segment, new launches (water storage tanks in particular
— a Rs 50bn market, ~70% unorganised), and margin improvement on a richer product
mix. The housing demand pickup and government spend on infrastructure and
agriculture would also bolster sales. The company is extending its reach into eastern
markets by setting up a plant in Odisha, which will aid growth.
On the whole, we like ASTRA for its strong growth prospects, market leadership, net
debt-free balance sheet, wide distribution with strong retail franchise and healthy return
ratios. However, valuations look full at current levels of 58x FY24E EPS. We thus retain
HOLD; our TP remains at Rs 2,205, set at an unchanged 62x FY24E EPS (vs. the stock’s
five-year median of ~73x).
Key downside risks to our estimates are:
= below-expected growth in the housing market,
= higher raw material prices in adhesives which may impact segmental profitability,
= sharp fall in PVC prices, and
= failure of new products and categories.
Key upside risk risks to our estimates are:
= strong demand in real estate,
= decline in raw material prices,
=  faster economic revival, and
= slower offtake from competitors.
Company Ticker Market Cap (US$ bn) Price (Rs) Target (Rs) Rating
Astral ASTRAIN 51 2,062 2,205 HOLD
Finolex Industries FNXP IN 12 152 130 HOLD
Supreme Industries SIIN 3.8 2,421 2,055 HOLD

Source: BOBCAPS Research, NSE | Price as of 11 Nov 2022

EQUITY RESEARCH
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Financials
Income Statement Per Share
Y/E 31 Mar (Rs mn) FY20A FY21A FY22A FY23E FY24E YIE 31 Mar (Rs) FY20A  FY21A  FY22A  FY23E  FY24E
Total revenue 25,779 31,763 43,940 52,095 59,596 Reported EPS 12.3 20.1 241 29.1 355
EBITDA 4,441 6,445 7,553 9,159 10,781 Adjusted EPS 12.4 20.2 244 29.1 355
Depreciation (1,079) (1,165) (1,269) (1,490) (1,560) Dividend per share 1.0 1.0 1.2 29 5.3
EBIT 3,362 5,280 6,284 7,669 9,221 Book value per share 748 94.4 116.2 141.8 170.9
Net interest inc./(exp.) (394) (116) (61) (188) (138)
Other inc./(exp.) 115 251 349 307 418 Valuations Ratios
Exceptional items 0 0 0 0 0 YIE 31 Mar (x) FY20A FY21A FY22A  FY23E  FY24E
EBT 3,083 5415 6,572 7,788 9,502 EV/Sales 16.1 13.1 94 79 6.8
Income taxes (568) (1,248) (1,581) (1,869) (2,280) EV/EBITDA 93.7 64.5 54.6 4.7 37.7
Extraordinary items (19) (15) (68) 0 0 Adjusted P/E 165.8 102.1 84.4 70.9 58.0
Min. int./Inc. from assoc. (17) (108) (85) (80) (80) P/BV 276 21.8 17.7 14.5 121
Reported net profit 2,479 4,044 4,838 5,839 7141
Adjustments 19 15 68 0 0 DuPont Analysis
Adjusted net profit 2,498 4,059 4,906 5,839 7,141 Y/E 31 Mar (%) FY20A  FY21A  FY22A  FY23E  FY24E

Tax burden (Net profit/PBT) 81.0 75.0 747 75.0 75.2
Balance Sheet Interest burden (PBT/EBIT) 91.7 102.6 104.6 101.6 103.0
Y/E 31 Mar (Rs mn) FY20A FY21A FY22A FY23E FY24E EBIT margin (EBIT/Revenue) 13.0 16.6 14.3 14.7 15.5
Accounts payables 4,754 5172 7,484 7,564 8,654 Asset turnover (Rev./Avg TA) 120.1 130.2 147.0 144.2 140.8
Other current liabilities 563 1,250 1,457 1,570 1,796 Leverage (Avg TA/Avg Equity) 15 14 14 14 1.3
Provisions 92 69 35 156 179 Adjusted ROAE 18.0 23.9 23.2 22.5 22.7
Debt funds 1,856 666 851 651 451
Other liabilities 0 0 0 0 0 Ratio Analysis
Equity capital 151 201 201 201 201 YIE 31 Mar FY20A FY21A FY22A  FY23E  FY24E
Reserves & surplus 14,878 18,757 23,165 28,297 34,142 YoY growth (%)
Shareholders’ fund 15,029 18,958 23,366 28,498 34,343 Revenue 28 23.2 38.3 18.6 144
Total liab. and equities 22,462 26,327 33,471 38,798 45,861 EBITDA 15.3 45.1 17.2 21.3 17.7
Cash and cash eq. 1,301 4,760 6,418 11,291 17,729 Adjusted EPS 254 62.5 20.9 19.0 223
Accounts receivables 2,278 2,767 2,691 3,283 3,755 Profitability & Return ratios (%)
Inventories 5,404 4,721 7,334 7,136 8,164 EBITDA margin 17.2 20.3 17.2 17.6 18.1
Other current assets 913 769 1,234 1,285 1,469 EBIT margin 13.0 16.6 14.3 14.7 15.5
Investments 2 0 0 0 0 Adjusted profit margin 9.7 12.8 11.2 11.2 12.0
Net fixed assets 12,194 12,850 14,665 14,675 13,614 Adjusted ROAE 18.0 23.9 23.2 225 22.7
CWIP 444 566 1,232 1,232 1,232 ROCE 16.8 22.0 215 21.6 217
Intangible assets 355 295 295 295 295 Working capital days (days)
Deferred tax assets, net (429) (401) (398) (398) (398) Receivables 40 29 23 21 22
Other assets 0 0 0 0 0 Inventory 107 94 75 77 72
Total assets 22,462 26,327 33,471 38,798 45,861 Payables 74 72 63 64 61

Ratios (x)
Cash Flows Gross asset turnover 18 2.0 2.3 25 2.7
Y/E 31 Mar (Rs mn) FY20A FY21A FY22A FY23E FY24E Current ratio 1.6 1.9 1.9 24 29
Cash flow from operations 4,133 6,745 5,651 7,387 8,492 Net interest coverage ratio 8.5 455 103.0 40.8 66.9
Capital expenditures (2,085) (1,717) (3,750) (1,500) (500) Adjusted debt/equity 0.0 0.2) 0.2) (0.4) (0.5)
Change in investments (1) 2 0 0 0 Source: Company, BOBCAPS Research | Note: TA = Total Assets
Other investing cash flows 0 0 0 0 0
Cash flow from investing (2,085) (1,715) (3,750) (1,500) (500)
Equities issued/Others 0 0 0 0 0
Debt raised/repaid (897) (1,190) 185 (200) (200)
Interest expenses (394) (116) (61) (188) (138)
Dividends paid (240) (151) (517) (706) (1,296)
Other financing cash flows (198) (114) 66 80 80
Cash flow from financing (1,729) (1,571) (327) (1,014) (1,554)
Chg in cash & cash eq. 320 3,459 1,574 4,873 6,438
Closing cash & cash eq. 1,301 4,760 6,334 11,207 17,645
EQUITY RESEARCH 8 11 November 2022
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IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.
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General disclaimers
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investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable
for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on
as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.
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We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment
banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS'’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research
report/activities. Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory
services in a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or
merchant banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the
date of this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and
the information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold
harmless BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the
“Losses”) which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or
MAYBANK as a result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly
occasioned by or result from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities
(London) Ltd) (“MSL") who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively
referred to as “MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) 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 from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it
available to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report
shall be solely at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other
affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.

By accepting this report, you agree to be bound by the foregoing limitations.
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