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Sterlite Technologies

Cost pressures drive down profitability

Sterlite Technologies (SOTL) reported Q2FY12 numbers significantly
below our estimates. While volumes during the quarter was in line
with our forecasts, increased cost pressures (segment wise detail
below) led to lower than expected EBITDA and PAT. Expecting these
issues to persist for some time, we downgrade our EPS estimates by
17% and 11% for FY12E and FY13E respectively. Our interaction with
PGCIL (not rated) suggests a positive view on its capex plans for
FY12E and FY13E, thereby benefitting SOTL. Fibre prices have
stabilised over the last two quarters and CRU data suggests CY11 to
be the best year for fibre demand on back of planned investments in
telecom infrastructure across the globe. Hence the key business
drivers for SOTL remain intact. Our downgrade stems from company-
specific issues which we expect to recede over next two quarters. We
still see 58% upside on our revised FV of Rs60 per share (down from
Rs71) and maintain our BUY.

Power segment EBITDA/ ton at c.Rs6,000

The power segment reported volumes of 36,500 MT in the quarter, which was in
line with our estimates, but EBITDA/ton at Rs6,000 was well below our
expectation of Rs7,000. Management attributed this to aggressive bidding it
undertook on account of lumpy order flows from PGCIL in FY11. Additionally,
profitability was impacted by an increase in furnace oil prices leading to higher
conversion costs. Hence we have revised our FY12E EBITDA/ton estimate to
Rs9,000 from Rs10,500.

Telecom segment also impacted with rising costs...

Fiber volumes of 2.8 mn kms and cable volumes of 0.8 fkm were line with our
estimates, and fiber realisations at Rs350 per km also remained stable QoQ.
However cost pressures due to higher power/ crude prices and delay in
stabilisation of the new fibre plant has increased costs, leading to a sequential
decline in margins of 800bps to 15.6% against our expectation of 22%. While we
maintain our revenue estimates, we have built in higher other expenses (up
100bps as a percentage of sales to 17% for FY11, as the new facility is likely to
take about 2-3 quarters to stabilise its operations.

Higher interest expenses bite as working capital worsens

The working capital cycle worsened from ¢.80 days by FY11 end to 110 days
HIFY12 end, primarily on account of higher inventory due to volatility in
commodity prices. This has led to an increase in debt by Rs2 bn to Rs8 bn at
H1FY12 end. We factor in increased working capital requirement and debt levels
leading to higher interest expense for FY13E (coupled with marginally higher
cost structure for the Telecom business) leading to a 11% decline in our EPS
estimate to Rs5 per share.

Reduce FV to Rs60; recovery slower than expected

We've been pointing to a challenging H1FY12 for SOTL given the low margin
orders the company had in its order book. Albeit lower than expected, the
Power segment EBITDA/ ton has improved sequentially from Rs2,600 to
Rs6,000 in Q2FY12. The fundamental reasons for us to be positive on SOTL’s
business remain unchanged. PGCIL, the key customer for SOTL, continues its
capex plans and the progress so far in HIFY12 (orders worth c.Rs40 bn) looks
encouraging. As per CRU, investments in telecom infrastructure continue to
grow across all leading markets (viz. China, US and EU) and the industry is
expected to cross 200mn kms in CY11. Fiber optic prices have remained firm at
$7.5-8 per km over the last two quarters. Whilst cost pressures are likely to
persist for a couple of quarters, the medium term macro scenario and valuation
look attractive (FY13E P/E of 7.6x). Our revised FV of Rs60 per share (down
from Rs71 earlier) based on triangulation of DCF and P/E based valuation (10x 1-
yr forward), implies 58% upside from current levels. We maintain our BUY rating,
though we recognise that there are no obvious near-term catalysts for a re-
rating of the stock.
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Key Financials (Year ending March)

Rs mn 2010 2011 2012E 2013E
Revenue 24,316 22,626 25,736 30,782
EBITDA 3,810 2,656 3,021 3,941
PAT 2,461 1,405 1,437 1,957
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Changes to estimates and valuation

Our revenue estimate for FY12E and FY13E remains intact. However our EBITDA
estimates are down by 13% and 6% for FY12E and FY13E on account of higher
costs relating to power/ crude prices and new facility stabilisation-related issues.
Additionally in FY13E we have increased our working capital and debt levels,
thereby leading to higher interest costs. Hence our FY13E PAT estimates are
downgraded by 11%. (see table 1)

Table1 Key revision in estimates (Rs m)

(Rs m) Old estimates New estimates % change
FY12E FY13E FY12E FY13E FY12E FY13E
Revenue 25,722 30,783 25,736 30,782 0.1% 0.0%
EBITDA 3,482 4,180 3,021 3,941 -13.2% -5.7%
EBITDA margin (%) 13.5% 13.6% 11.7% 12.8%
PAT 1,731 2,195 1,437 1,957 -17.0% -10.9%
PAT margin (%) 6.7% 7.1% 5.6% 6.4%
Source: Espirito Santo Investment Bank Research for estimates

We value SOTL based on triangulation of a DCF and P/E based valuation (10x 1-yr
forward) and arrive at a FV of Rs 60 per share (from Rs71 per share earlier),
implying 58% upside from current levels. Our key assumptions are given in the
table below:

Table 2 Key valuation assumptions (Rs m)

Key assumptions

Risk free rate 8.5%
Risk premium 6.0%
Beta 1.2
COE 15.7%
Cost of Debt 11.0%
D/E 0.7
WACC 12.4%
DCF based valuation 68
P/E based valuation 53
Fair value 60
Source: Espirito Santo Investment Bank Research for estimates

Key risks and concerns

Decline in global broadband investments: Significant decline in telecom
investments in key markets like China (42% of industry demand) could drive down
fiber prices and thereby profitability for SOTL.

Lower order flows from PGCIL: SOTL commands a ¢.35% market share in PGCIL
orders. Lower order flows from PGCIL would likely lead to lower capacity
utilisation for SOTL and thereby a possible decline in profitability
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Table 3 Quarterly financials (Rs m)

Rs mn

Net sales

Raw Material Consumed

Employee Expenses

Other Expenses
Total expenditure
EBITDA
Depreciation

EBIT

Interest expense
Other income
PBT

Tax expense

Reported PAT

as % of sales (%)

Operating expenses

Personnel expenses

Admin and other expenses

EBITDA
Adjusted PAT

Q2FY12 Q2FYN YoY (%)
7,073 5,094 39%
5,059 3,172 59%

252 208 21%
1,258 808 56%
6,569 4,189 57%
504 906 -44%
156 133 17%
348 772 -55%
208 92 125%
32 33 -4%
172 713 -76%
45 137 -67%
127 576 -78%
71.5% 62.3%
3.6% 4.1%
17.8% 15.9%
7.1% 17.8%
1.8% 1.3%

QIFY12
5,473
3,835
213
1,124
5171
302
146
156
219
138
75

23

52

70.1%
3.9%
20.5%
5.5%
1.0%

QoQ (%)
29%
32%

18%
12%
27%
67%
7%

Source: Espirito Santo Investment Bank Research for estimates

Traffic Lights

Table 4 Traffic lights: criteria for judgement

Parameter

Traffic signal

Reasons

SOTL follows sound and consistent accounting practice. While disclosure standards are

SOTL enjoy leadership position in the domestic power conductor and the optic fibre
industry. Additionally, it is amongst top 5 global manufacturers and enjoys strong brand

Earning momentum for SOTL is likely to be moderate and we don’t expect any significant

Accounting &
governance satisfactory, more detailed information on its BOOT project would be appreciated.
Franchise
strength
recall in the optic fibre industry.
Earnings AMBER
momentum upgrades in consensus estimates for FY12E and FY13E.
Source: Bloomberg, Espirito Santo Investment Bank Research for estimates
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Summary Financials (A/l

figures in Rs m unless

stated. Year-end is March)

= = Valuation Metrics 2010 2011 2012E 2013E 2014E
Sterlite Technologies
Recommendation: BUY Adjusted P/E 5.5 9.6 10.4 7.6 5.3
Fair Value: INR60  Adjusted P/B 1.5 1.3 1.3 1.1 0.9
EV / Sales 0.9 1.0 0.9 0.7 0.6
Share Price: INR38 EV/EBITDA 18.3 21.3 20.1 18.0 13.3
Upside / Downside 57.9% Dividend yield 1.3% 1.5% 1.3% 1.3% 1.3%
3 Month ADV ($m) 3
Free Float 38.5% Key ratios 2010 2011 2012E 2013E 2014E
52 Week High / Low INR 101 - 34
EBITDA margin 15.7% 1.7% 11.7% 12.8% 14.0%
Bloomberg: SOTL IN Capex / Revenue 2.6% 10.6% 5.8% 0.8% 0.7%
Model Published On: 21 October 2011 Capex / Depreciation 1.33 4.28 2.21 0.34 0.33
Net Debt / EBITDA 0.4 1.8 2.4 1.4 0.7
EBITDA / Net Interest 10.0 5.6 4.3 5.4 8.2
Shares In Issue (mm) 393 ROE 4% 2% -11% 0% 5%
Market Cap ($mm / Rs bn) $302mn/ Rs15bn
Net Debt 7,226
Enterprise Value ($mm / Rs bn) $448mn/ Rs22bn P&L Summary 2010 2011 2012E 2013E 2014E
Revenue 24,316 22,626 25,736 30,782 36,706
Espirito Santo Securities Analyst % change 6.2% -7.0% 13.7% 19.6% 19.2%
Krishnakant Thakur EBITDA 3,810 2,656 3,021 3,941 5,147
(91) 22 4315 6832 % change 62.7% -30.3% 13.7% 30.4% 30.6%
krishnakant.thakur@executionlimited.com % margin 15.7% 1.7% 11.7% 12.8% 14.0%
Depreciation & Amortisation -483 -560 -679 -739 -752
Pawan Parakh EBIT 3,327 2,096 2,343 3,201 4,396
(91) 22 4315 6833 % change 73.6% -37.0% 11.7% 36.7% 37.3%
pawan.parakh@executionlimited.com % margin 13.7% 9.3% 9.1% 10.4% 12.0%
Associates 0 0 0 0 0
Operating Profit 3,327 2,096 2,343 3,201 4,396
Shareholding Pattern Net Financials -381 -474 -702 -732 -625
Other Pre-tax Income 229 160 250 175 180
Pre Tax Profit 3,175 1,782 1,891 2,644 3,950
Income Tax Expense -714 =377 -454 -687 -1,106
Minority Interests 0 0 0 0 0
Adjusted Net Income 2,461 1,405 1,437 1,957 2,844
Reported Net Income 2,461 1,405 1,437 1,957 2,844
Adjusted EPS 6.92 3.94 3.66 4.98 7.24
Proer DPS 0.50 0.55 0.50 0.50 0.50
° Payout Ratio 7.2% 14.0% 13.7% 10.0% 6.9%
Shares In Issue (Less Treasury) 356 356 393 393 393
Cash Flow Summary 2010 2011 2012E 2013E 2014E
EBITDA 3,810 2,656 3,021 3,941 5,147
Revenue breakdown Taxes Paid -692 -377 -454 -687 -1,106
Interest Paid / Received -381 -474 -702 -732 -625
Change in Working Capital 118 -2,807 -2,715 -596 -983
Associate & Minority Dividends 0 0 0 0 0
Other Operating Cash Flow 105 181 250 175 180
Operating cash flow 2,959 -821 -599 2,100 2,613
Capital Expenditure -640 -2,395 -1,500 -250 -250
Free Cash Flow 2,319 -3,216 -2,099 1,850 2,363
Investments -141 -27 0 0 0
Dividends Paid To Shareholders -208 -228 -230 -230 -230
Equity Raised / Bought Back 690 0 0 0 0
Other Financing Cash Flow -1,342 2,675 2,000 -1,750 0
Net Cash Flow 1,318 -797 -329 -130 2,133
Balance Sheet Summary 2010 2011 2012E 2013E 2014E
Margin Trends
) Cash & Equivalents 2,097 1,301 972 842 2,976
20% 1 EBITDA margins Tangible Fixed Assets 6,726 8,555 9,370 8,871 8,349
Goodwill & Intangibles 109 114 120 130 150
15% 1 Associates & Financial Investments 1,061 1,088 1,088 1,088 1,088
Other Assets 9,565 14,082 17,275 19,397 22,124
10% 1 Total Assets 19,558 25,141 28,825 30,328 34,687
Interest Bearing Debt 3,582 6,198 8,198 6,448 6,448
5% 4 Other Liabilities 6,816 8,584 9,061 10,587 12,332
Total Liabilities 10,397 14,782 17,259 17,035 18,780
N Shareholders' Equity 71 713 984 984 984
0% Y v N o Minority Interests 8,449 9,646 10,582 12,309 14,923
FYIOA FYNA FY12E FY13E FY14E Total Equity 9,160 10,359 11,566 13,293 15,907
== EBITDA margins
Net Debt 1,485 4,897 7,226 5,606 3,472
Source: Company, Bloomberg, Espirito Santo Investment Bank Research for estimates
FIT FOR
A NEW ERA Page 4 of 10




Contact details

Nick Paulson-Ellis,Country Head, India

t. +91 22 43156814 e:nick.paulson-ellis@execution-noble.com

Sales

Ashish Goenka t: +4420 3429 2012;
Poorva Upadhyaya t: +1 212 351 6056;
Arijay Prasad t: +91 22 43156841,
Sunny Shah t: +91 22 43156842;

Sector leads
Banks and financial institutions:

Santosh Singh t +91 22 43156822;

Sri Karthik t +91 22 43156826;
Nidhesh Jain t +91 22 43156823;
Consumer
Nitin Mathur t +9122 43156821;
Healthcare
Chirag Talati t +9122 43156828;

Metals and Mining

Ritesh Shah t: +91 22 43156837;
Power and Infrastructure
Krishnakant Thakur t: +91 22 43156832;

Pawan Parakh t: +91 22 43156833;

Strategy

Aditya Jhawar t +91 22 4315 6819;

Nitesh Sharma t +91 22 43156820;

Technology:

Soumitra Chatterjee t +9122 43156829

1203 A, Tower 2A,

One Indiabulls Centre,
Elphinstone Road, U.K
Mumbai - 400076

t: +9122 4315 6800
e:research.india@execution-noble.com

FIT FOR
A NEW ERA

10, Paternoster Square
London EC4M 7AL

t: + 44 20 7246 0180
t: + 44 20 7246 0190

e: ashish.goenka@execution-noble.com

e: pupadhyaya@esinvestment.com

e: arijay.prasad@execution-noble.com

e: sunny.shah@execution-noble.com

esantosh.singh@execution-noble.com

esri.karthik@execution-noble.com

e nidhesh.jain @execution-noble.com

enitin.mathur@execution-noble.com

echirag.talati@execution-noble.com

e: ritesh.shah@execution-noble.com

e: krishnakant.thakur@execution.noble.com

e: pawan.parakh@execution-noble.com

e:aditya.jhawar@execution-noble.com

enitesh.sharma@execution-noble.com

esoumitra.chatterjee@execution-noble.com

340 Madison Avenue, 12" Floor
New York NY-10173

US.A

t: +1 212 351 6000

t: +1 212 351 6099

Page 5 of 10




NB Valuation methodology and risk factors can be found in the body of the report.
Sterlite Technologies SOTL IN
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Report Date Recommendation Target Price (INR)
30-Jun-T1 Buy INR 71.00
Source: Bloomberg, Espirito Santo Investment Bank Research
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IMPORTANT DISCLOSURES

This report was prepared by Espirito Santo Investment Bank Research, a global brand name for the equity research teams of Banco
Espirito Santo de Investimento, S.A., with headquarter in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES
Securities do Brasil, S.A — Corretora de Cambio e Valores Mobilidrios, in Brazil, and Execution Noble Limited, in the United Kingdom, all
authorized to engage in securities activities according to each domestic legislation. All of these entities are included within the perimeter of
the Financial Group controlled by Espirito Santo Financial Group S.A. (“Banco Espirito Santo Group”).

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each
security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about
those securities or issuers; the issuers were not previously informed about the content of the recommendation included in this research
report and the assumptions were not validated by the issuers; (2) no part of his or her compensation is directly or indirectly related to:
(a) the specific recommendations or views expressed by that research analyst in the research report; and/or (b) any services provided
or to be provided by Banco Espirito Santo de Investimento, S.A. and/or by any of its affiliates to the issuer of the securities under
recommendation. Moreover, each of the analysts hereby certifies that he or she has no economic or financial interest whatsoever in the
companies subject to his or her opinion and does not own or trade any securities issued by the latter.

Explanation of Rating System

12-MONTH RATING DEFINITION

BUY Analyst expects at least 10% upside potential to fair value, which should be realized in the next 12 months
NEUTRAL Analyst expects upside/downside potential of between +10% and -10% to fair value, which should be realized in the next 12 months.
SELL Analyst expects at least 10% downside potential to fair value, which should be realized in the next 12 months

SHORT TERM RATING DEFINITION

ST POSITIVE Analyst expects the stock price to appreciate in value within 3 months of the rating assignation because of a specifically identified catalyst(s) or
event(s)
Analyst expects the stock price to decline in value within 3 months of the rating assignation because of a specifically identified catalyst(s) or
ST NEGATIVE event(s)

For further information on Rating System please see “Definitions and distribution of ratings” on: http://www.espiritosantoib-
research.com.

Ratings Distribution

Espirito Santo Investment Bank Research hereby provides the distribution of the equity research ratings in relation to the total Issuers
covered and to the investment banking clients as of 30 September 2011.

As at end September 2011 Total ESIB Research Total Investment Banking Clients (IBC
Recommendation Count % of Total Count % of IBC % of Total
BUY 223 53.0% 33 70.3% 7.9%
NEUTRAL 125 29.8% 12 25.5% 2.9%
SELL 68 16.2% 1 2.1% 0.2%
RESTRICTED 4 1.0% 1 2.1% 0.2%
TOTAL 420 100% 47 100%
As at end September 2011 Total ESIB Research Total Investment Banking Clients (IBC
Recommendation Count % of Total Count % of IBC % of Total
SHORT TERM POSITIVE 0 0% 0 0% 0%
SHORT TERM NEGATIVE 0 0% 0 0% 0%
TOTAL 0 0% 0 0%

Share Prices
Share prices are as at the close of business on the day preceding publication, unless otherwise specified.

Coverage Policy

Espirito Santo Investment Bank Research reserves the right to choose the securities it expresses opinions on. The main criteria to
choose such securities are: 1) markets in which they trade 2) market capitalisation 3) liquidity, 4) sector suitability. Espirito Santo
Investment Bank Research has no specific policy regarding the frequency in which opinions and investment recommendations are
released.
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Representation to Investors

Espirito Santo Investment Bank Research has issued this report for information purposes only. This material constitutes "investment
research” for the purposes of the Markets in Financial Instruments Directive and as such contains an objective or independent
explanation of the matters contained in the material.

Any recommendations contained in this document must not be relied upon as investment advice based on the recipient's personal
circumstances.. This report is not, and should not be construed as an offer or a solicitation to buy or sell any securities or related financial
instruments. The investment discussed or recommended in this report may be unsuitable for investors depending on their specific
investment objectives and financial position. The material in this research report is general information intended for recipients who
understand the risks associated with investment. It does not take account of whether an investment, course of action, or associated
risks are suitable for the recipient. This research report does not purport to be comprehensive or to contain all the information on which a
prospective investor may need in order to make an investment decision and the recipient of this report must make its own independent
assessment and decisions regarding any securities or financial instruments mentioned herein. In the event that further clarification is
required on the words or phrases used in this material, the recipient is strongly recommended to seek independent legal or financial
advice. Where an investment is denominated in a currency other than the investor’'s currency, changes in rates of exchange may have
an adverse effect on the value, price of, or income derived from the investment. Past performance is not necessarily a guide to future
performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly
or indirectly, may fall or rise against the interest of investors. Any recommendation and opinion contained in this report may become
outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to
changes in the estimates and forecasts, assumptions and valuation methodology used herein. The securities mentioned in this
publication may not be eligible for sale in some states or countries.

All the information contained herein is based upon information available to the public and has been obtained from sources believed to
be reliable. However, Espirito Santo Investment Bank Research does not guarantee the accuracy or completeness of the information
contained in this report. The opinions expressed herein are Espirito Santo Investment Bank Research present opinions only, and are
subject to change without prior notice. Espirito Santo Investment Bank Research is not under any obligation to update or keep current the
information and the opinions expressed herein nor to provide the recipient with access to any additional information.

Espirito Santo Investment Bank Research has not entered into any agreement with the issuer relating to production of this report. Espirito
Santo Investment Bank Research does not accept any form of liability for losses or damages which may arise from the use of this
report or its contents.

Ownership and Material Conflicts of Interest

Banco Espirito Santo de Investimento, S.A. and/or its Affiliates (including all entities within Espirito Santo Investment Bank Research)
and/or their directors, officers and employees, may have, or have had, interests or qualified holdings on issuers mentioned in this
report. Banco Espirito Santo de Investimento, S.A. and/or its Affiliates may have, or have had, business relationships with the
companies mentioned in this report. However, the research analysts may not purchase or sell securities or have any interest
whatsoever in companies subject to their opinion.

Banco Espirito Santo Group has a qualified shareholding (1% or more) in EDP, Novabase, Portugal Telecom, ZON Multimédia and
Semapa. Portugal Telecom has either a direct or indirect qualified shareholding (2% or more) in Banco Espirito Santo, S.A. and Lloyds
Banking Group has a shareholding of 3.3% in Espirito Santo Investment Holdings Limited.

BES Securities do Brasil S.A. CCVM does not hold a direct or indirect stake in the capital of the company (companies) that are subject
of analysis(es)/recommendation(s) in this report, but the Banco Espirito Santo Group within which it is inserted, holds, directly and in
some cases indirectly, 1% or more of the equity securities of the following companies: Cia. Providéncia Industria e Comércio, Bradesco
and Vila Velha S/A and its associated company UNIPAR. Bradesco is a direct shareholder of BES Securities do Brasil S.A. CCVM’
parent company. With the exception of the companies mentioned before, BES Securities do Brasil S.A. CCVM does not hold direct or
indirect stakes in the capital of the other companies that are subject of analysis(es)/recommendations in this report, and it was not
involved in the acquisition, alienation and intermediation of securities issued by these companies in the market.

Pursuant to Polish Ministry of Finance regulations we inform that Banco Espirito Santo Group companies and/or Banco Espirito Santo
de Investimento, SA Branch in Poland do not have a qualified shareholding in the Polish Securities Issuers mentioned in this report
higher than 5% of its total share capital.

The Chief Executive Officer of Banco Espirito Santo de Investimento, S.A., Mr. José Maria Ricciardi, is a member of EDP’s General
and Supervisory Board. Mr. Rafael Valverde, a member of the board of Banco Espirito Santo de Investimento, S.A., is a non-executive
board member of EDP Renovaveis. Mr. Ricardo Abecassis Espirito Santo Silva, a member of the board of Banco Espirito Santo de
Investimento, S.A., is a board member of BHG.

Banco Espirito Santo de Investimento, S.A and/or its subsidiaries are liquidity providers for Novabase.

Banco Espirito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated, as a syndicate member in share
offerings of Banca Civica, Sonae Sierra Brasil, S.A (a subsidiary of Sonae SGPS), EDP Brazil, and JBS, Autometal, Inpar, Lopes, PDG
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Panamericano, Pine, Ecorodovias, OHL, Gerdau, Braskem, Petrobras, Unipar, HRT Petréleo, Fleury, Tim, Droga Raia, Arezzo BR
Malls, Kroton Unit, Gerdau, Metal Gerdau, Brasil Pharma and ACM Shipping, AGA Rangemaster Group, Burford Capital, Caledonian
Trust, Forum Energy, GlobeOp Financial Services, Impax Asset Management Group, ImmuPharma, India Hospitality Corp., IPSA, IQE,
Palmaris Capital, Shaftesbury Plc., SVG Capital, Ted Baker Workspace Group Plc and Flybe Group Plc, in the last 12 months.

Banco Espirito Santo Group has been a partner to Mota-Engil in the infrastructure business in Portugal and other countries. Mota-Engil
and Banco Espirito Santo Group, through ES Concessdes, S.G.P.S., S.A., have created a joint holding company — Ascendi — for all
stakes in transportation infrastructure concessions, in Portugal and abroad. Banco Espirito Santo de Investimento, S.A. provided, or
continues to provide, investment banking services to Ascendi.

Banco Espirito Santo de Investimento, S.A. and/or its subsidiaries do and seek to provide investment banking or other services to the
companies referred to in this research report. As a result, investors should be aware that a conflict of interest may exist.

Market Making UK

Execution Noble Limited is a Market Maker in companies covered and may sell to or buy from customers as principal in certain financial
instruments listed or admitted to listing on the London Stock Exchange. For information on Companies to which Execution Noble
Limited is a Market Maker please see “UK Market Making” on http://www.espiritosantoib-research.com.

Confidentiality

This report cannot be reproduced, in whole or in part, in any form or by any means, without Espirito Santo Investment Bank Research’s
specific written authorization. This report is confidential and is intended solely for the designated addressee. Therefore any disclosure,
replication, distribution or any action taken in reliance on it, is prohibited and unlawful. Receipt and/or review of this research report
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information
contained in this report (including any investment recommendations, estimates or price targets without first obtaining express
permission from an authorized officer of Banco Espirito Santo de Investimento, S.A.

Regulatory Authorities

For information on the identity of the Regulatory Authorities that supervise the entities included within Espirito Santo Investment Bank
Research please see http://www.espiritosantoib-research.com.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This report was prepared by Espirito Santo Investment Bank Research, a global brand name for the equity research teams of Banco
Espirito Santo de Investimento, S.A., with headquarter in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES
Securities do Brasil, S.A — Corretora de Cambio e Valores Mobiliarios, in Brazil, and Execution Noble Limited, in the United Kingdom, all
authorized to engage in securities activities according to each domestic legislation. Neither Banco Espirito Santo de Investimento, S.A.
nor these affiliates are registered as a broker-dealer in the United States and therefore, is not subject to U.S. rules regarding the
preparation of research reports and the independence of research analysts. This report is provided for distribution to U.S. institutional
investors in reliance upon the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as
amended.

This report is confidential and not intended for distribution to, or use by, persons other than the addressee and its employees, agents and advisors.

E.S. Financial Services, Inc. is the U.S. distributor of this report. E.S. Financial Services, Inc. accepts responsibility for the contents of
this report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional
investor. Any U.S. person receiving this report and wishing to effect securities transactions in any security discussed in the report
should do so only through E.S. Financial Services, Inc.
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Contact Information:

Garreth Hodgson Senior Managing Director /Head of Sales (212) 351-6054 ghodgson@esinvestment.com
Eva Gendell Vice President (212) 351-6058 egendell@esinvestment.com
Joseph Mcglone Vice President (212) 351-6061 jmcglone@esinvestment.com
Joy Bejasa Vice President (212) 351-6055 jbejasa@esinvestment.com
(
(
(
(

Lisa Gottardo Executive Director 212) 351-6060 Igottardo@esinvestment.com

Mike Maione Executive Director 212) 351-6067 mmaione@esinvestment.com
MikeWilliams Vice President
Pedro Marques Vice President 212) 351-6051 pmarques@esinvestment.com

Poorva Upadhyaya Assistant Vice President (212) 351-6056 pupadhyaya@esinvestment.com

212) 351-6052 muwilliams@esinvestment.com

E.S. Financial Services, Inc.
New York Branch

340 Madison Avenue, 12th Floor
New York, N.Y. 10173

Each analyst whose name appears in this report certifies the following, with respect to each security or issuer that the analyst covers in
this report: (1) that all of the views expressed in this report accurately reflect the personal views of the analyst about those securities
and issuers; and (2) that no part of the compensation of the analyst was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed by the analyst in this report.

The analysts whose names appear in this report are not registered or qualified as research analysts with the Financial Industry
Regulatory Authority ("FINRA") and may not be associated persons of E.S. Financial Services, Inc. and therefore may not be subject to
the applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities
held by a research analyst account.

Ownership and Material Conflicts of Interest

Banco Espirito Santo de Investimento, S.A. and/or its Affiliates and/or their directors, officers and employees, may have, or have had,
interests or qualified holdings on issuers mentioned in this report. Banco Espirito Santo de Investimento, S.A. and/or its Affiliates may
have, or have had, business relationships with the companies mentioned in this report.

For a complete list of the covered Issuers in which Banco Espirito Santo de Investimento, S.A. or its Affiliates hold stakes in excess of
1% and for information on possible material conflicts of interest arising from investment banking activities please see “Important
disclosures for US persons” on http://www.espiritosantoib-research.com.

Receipt of Compensation
For information on Receipt of Compensation from subject Issuers please see “Important disclosures for US persons” on
http://www.espiritosantoib-research.com.

Representation to Investors

Espirito Santo Investment Bank Research has issued this report for information purposes only. All the information contained therein is
based upon information available to the public and has been obtained from sources believed to be reliable. However, Espirito Santo
Investment Bank Research does not guarantee the accuracy or completeness of the information contained in this report. The opinions
expressed herein are our present opinions only, and are subject to change without prior notice. Espirito Santo Investment Bank
Research is not under any obligation to update or keep current the information and the opinions expressed herein. This report is not,
and should not be construed as an offer or a solicitation to buy or sell any securities or related financial instruments. The investment
discussed or recommended in this report may be unsuitable for investors depending on their specific investment objectives and
financial position. Where an investment is denominated in a currency other than the investor’'s currency, changes in rates of exchange
may have an adverse effect on the value, price of, or income derived from the investment. Past performance is not necessarily a guide
to future performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors. Any recommendation and opinion contained in this report may
become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in
addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein. The securities mentioned in
this publication may not be eligible for sale in some states or countries. Espirito Santo Investment Bank Research does not accept any
form of liability for losses or damages which may arise from the use of this report. Please note that investing in any non-U.S. securities
or related financial instruments discussed in this research report may present certain risks. The securities of non-U.S. issuers may not
be registered with the U.S. Securities and Exchange Commission or subject to regulation in the United States. Information on such
non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting
standards and regulatory requirements comparable to those in the United States.
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