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24 August 2021 China/Australasia/Hong Kong
ENN Natural Gas Co (600803 CH)
600803 CH Outperform 1H21 as guided; LNG exposure a double-
Price (at 06:50, 24 Aug 2021 GMT) Rmb19.47 edged SWOI’d
Valuation Rmb 23.20
- Sum of Parts
12-month target Rmb 23.20
Upside/Downside % +19.2 1H21 NPAT of Rmb2.1bn, +186%yoy, in line with profit alert
12-month TSR % +20.7 Gas demand growth on track; tightness in regional LNG markets is driving
Volatility Index Medium margin compression (alongside structurally strong gas volume growth).
GICS sector Utilities We lower 21-23E EPS by 1% p.a. Price target down 1% to Rmb23.2;
Market cap Rmbm 55,409 Maintain Outperform.
Market cap Ussm 8,524
9 - . .
;ej;:):\t/g wrnover US$:1) 4942 1H21 +186%yoy to Rmb2.1bn; in line with profit alert
Number shares on issue m 2’846 e The solid 1H21 result wa; mainly due to a) +26%yoy in gas sales volume; b)
+55.5%yoy new connections of C&I department; c) low base; partly offset by
Investment fundamentals d) dollar margin contraction on the back of surging LNG prices.
Year end 31 Dec 2020A 2021E 2022E 2023E
Revenue bn 881 102.0 1348 153.0 What was good...
EE:; Srowth 2/’; 7;2'2 ;ig igi ig; e ~70% of the bottom line contributed by ENN Energy. The gas distributors’
Reported profit bn 21 31 37 42 business expansion is on track and the growth is mainly driven by C&I
Adjusted profit bn 21 31 37 42 customers and recovery in new connections. Mgmt. guided strong C&I coal-to-
EPS rep . Rmb 082 113 133 151 gas conversion demand during 14" FYP and est. Shandong CTG scale is
EPS rep growt % -17.8 389 174 139 - , .
EPS ad| Rmb 082 113 133 151 30bcm (vs.17.5bcm of ENN Natural Gas’ total gas sales in 1H21).
EPS adj growth % -17.7 387 174 139 What was not so good
PER rep X 239 172 146 129 o
?ERlTD";S . ; 531-2 ;725 ;‘;g ;24-2 e Dollar margin compression larger than peers (LNG exposure). We
TEZ div yield nj% 10 14 18 23 estimate ~14% of ENN’s gas supply is imported LNG, higher than CRG’s
ROA % 159 113 116 116 ~11%. Surging LNG prices (>4x YTD) increase blended gas procurement
ROE % 241 332 305 281 costs, lowering dollar margin 8%yoy to Rmb0.56/m?3. Mgmt plans to further
EVEBIID A x 56 42 38 34 increase LNG into it's mix in next 3 years (to 8mt in 23E vs. 2.55mt in 2020).
Net debt/equity % 35.8 19.8 6.6 0.4
P/BV X 6.2 5.1 4.1 3.3

What we found interesting...

600803 CH rel HSI performance, & rec histor . - . L
P . Y e Carbon neturality trend is likely to drive accelerating integrated energy
— 600803 [LHS] Rel HSI [RHS] Price Target

25.00 180.00 (IE) demand. ENN Group is working with industrial customers on both meeting
20.00 | 160.00 their energy needs, but also reducing carbon footprint — increasingly we see
14000 the group providing a holistic integrated energy service (combinations of gas,

15.00 4 AJ“»J’ 120,00 ; )
g Wik 100.00 solar & hydrogen, tailored to the customers requirement).
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N N o We lower 21-23E EPS by -1%/-1%/-1% after factoring in thinner dollar margin
Mar9 Oct19 Jun-20 Jan21 Aug-2f partly offset by faster C& connections on the back of accelerating coal-to-gas
: dati imeline - if i line, th h a
Maciarie coverage at the ime or there was an embargs perod conversions. We lower our TP ~1% to Rmb23.20, based on unchanged

Source: FactSet, Macquarie Research, August 2021
(all figures in Rmb unless noted, TP in CNY)

18x22E PER. Key risk is weaker-than-expected gas demand.

Price catalyst

e 12-month price target: Rmb23.20 based on a Sum of Parts methodology.

SZ;IZ;: Securities (Australia) Limited e Catalyst: 3Q results, LNG prices into winter heating season
Mark Wiseman, CFA +61 418 375 283
% mark.wiseman@macquarie.com Action and recommendation
M;;quarie Capital Limited e Maintain OP. ~70% of ENN Natural Gas’s business is contributed by ENN.
Kerry Cheng +86 21 2412 9025 Despite ENN’s pullback post-result (18x 22 PER), we still see better value in
kerry.cheng@macquarie.com ENN Natural Gas Co (600803 CH, Rmb19.47, Outperform, TP: Rmb23.50)

(15x 22E PE).

Please refer to page 6 for important disclosures and analyst certification, or on our website
www.macquarie.com/research/disclosures.
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Analysis

Fig 1 1H result quick review

1H20 1H21 YoY
Operation data (CNYmn)
Revenue 38,446 51,836 35%
Gross profit 7,462 9,196 23%
EBITDA 6,581 7,912 20%
NPAT 728 2,078 186%
EPS 0.28 0.74 164%

Source: Company Data, Macquarie Research, August 2021

Fig 2 TP of Rmb23.2 implies 18x22E PER

Year Ending FY2018 FY2019 FY2020 FY2021 FY2022 FY2023
(CNYm) A A A F F F
Net Sales 13,632 13,544 88,099 102,028 134,777 152,956
Gross Profit 2,936 2,382 16,316 19,720 23,547 26,284
Net Income 1,406 1,184 7,833 7,988 9,346 10,681
EPS 1.11 0.99 0.82 1.13 1.33 1.51
Implied PER 21x 18x 16x

Source: Company Data, Macquarie Research, August 2021

Fig 3 ENN Energy (2688.HK) PER; share price pulled back post 1H21 result, while we still prefer
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Fig 4 ENN Natural Gas financial summary

ENN Natural Gas 600803 CH

PT: Rmb23.2
Profit & Loss (Rmb mn) 18A 19A 20A 21E 22E 23E  Assumptions 18A 19A 20A 21E 22E 23E
Net Revenues 13,632 13,544 88,009 102,028 134,777 152,956  Revenue breakdown
less COGS 10,697 11,162 71,782 82,309 111,229 126,672 Natural Gas 65,066 76,163 100,588 113,910
Gross Profits 2,936 2,382 16,316 19,720 23,547 26,284 and 9,614 7,167 7,166 7,211
General and Administrative Expenses 768 817 3,879 4,492 5,934 6,734 Integrated energy sales and services 5713 9,043 16,036 20,119
Selling expenses 189 153 1,210 1,402 1,851 2,101 Self-produced coal 1,540 2,078 1,871 1,871
Others 1,979 1,412 11,227 13,826 15,762 17,448 Self-produced methanol 1,923 2,115 2,327 2,327
EBITDA 2,236 1,800 11,195 16,102 17,976 19,792 Trade product 2,051 2,667 3,467 3,744
less DD&A 403 509 553 3,194 3,427 3,720 Other products 1,667 2,191 2,629 3,023
EBIT 1,834 1,291 10,642 12,908 14,549 16,072 Others 526 605 695 751
less Total finance costs 467 575 1,039 3,251 3,079 2,897
Other income/(expense) 254 681 832 792 794 795  Total new connection (,000 unit)
Pretax Profit 1,621 1,397 10,435 10,449 12,264 13,970 Residential 2,293 2,476 2,377 2,282
less Tax Expense 215 213 2,602 2,605 3,058 3,483 Commercial & Industrial 28 28 32 37
Basic Net Income 1,321 1,205 2,107 3,138 3,683 4,195 Gas stations 0 0 0 0
Clean Net Income 1,321 1,205 2,107 3,138 3,683 4,195  Gross Sales volume (mn m3) 30,709 35,579 44,054 50,192
Residential 5,075 5,897 6,765 7,681
Basic EPS (Rmb/sh) 111 0.99 0.82 113 1.33 151 Commercial & Industrial 16,878 20,477 24,052 28,039
Clean EPS (Rmb/sh) 111 0.99 0.82 113 1.33 151 Gas stations 1,140 1,207 1,242 1,276
DPS (Rmb/sh) 0.21 0.21 0.19 0.27 0.35 0.44 Wholesales 7,616 7,997 11,995 13,195
Cashflows (Rmb mn) 18A 19A 20A 21E 22E 23E  Ratio Analysis 18A 19A 20A 21E 22E 23E
EBITDA 2,236 1,800 11,195 16,102 17,976 19,792 Gearing (ND/E) 50% 61% 36% 20% 7% 0%
Tax Paid -789 -800 0 0 0 0  Interest cover 4.7 3.0 9.3 4.7 55 6.3
Chgs in Working Cap -656 224 -1,145 1,156 1,914 990  Effective tax rate 13% 15% 25% 25% 25% 25%
Net Interest Paid -467 -575 -1,039 -3,251 -3,079 -2,897 ROA 6% 5% 7% 7% 7% 7%
Other 897 760 3,436 -1,813 -2,264 -2,688 ROE 15% 13% 26% 29% 27% 26%
Operating Cashflow 1,222 1,408 12,448 12,194 14,548 15,197  EBITDA margin 16% 13% 13% 16% 13% 13%
Capex -1,342 -593 -6,922 -7,509 -8,802 -11,088  EBIT margin 13% 10% 12% 13% 11% 11%
Asset Sales 3 6 230 230 230 230
Other 41 891 -518 60 60 60 Valuation Multiples 18A 19A 20A 21E 22E 23E
Investing Cashflow -1,298 303 -7,209 -7,219 -8,512 -10,798  EV/EBITDA 38.1x 47.3x 7.6x 5.3x 4.7x 4.3x
Dividends Paid -600 778 -4,413 =770 -994 -1,258  Share Price 9.9 10.6 14.0 17.0 17.0 17.0
Debt Raised -1,928 518 3,462 0 0 0 share Price in CNY 9.9 10.6 14.0 17.0 17.0 17.0
Other 2,122 -882 -3,259 0 0 0 PIE 9.0x 10.7x 17.1x 15.1x 12.8x 11.3x
Financial Cashflow -406 -1,142 -4,210 =770 -994 -1,258 P/B 1.3x 1.3x 1.0x 1.1x 1.0x 0.8x
Net exchange difference -14 15 25 0 0 0 FCFyield -1.0% 6.2% 15.2% 9.7% 11.9% 8.5%
Net Change in Cash -496 585 1,054 4,206 5,041 3,140 Dividend yield 2.1% 2.0% 1.4% 1.6% 2.1% 2.6%
Balance Sheet (Rmb mn) 18A 19A 20A 21E 22E 23E  Implied ratio 18A 19A 20A 21E 22E 23E
Cash & Cash eqv. 1,957 2,495 12,629 16,834 21,876 25,016 Net Sales 13,632 13,544 88,099 102,028 134,777 152,956
Current assets 6,285 6,994 30,943 36,041 44,796 49,952  Gross Profit 2,936 2,382 16,316 19,720 23,547 26,284
Fixed assets 17,230 17,359 78,581 82,852 87,937 95,014  Net Income 1321 1,205 2,107 3,138 3,683 4,195
Total assets 23,514 24,353 109,524 118,892 132,733 144,966 EPS 111 0.99 0.82 113 133 151
Current liabilities 9,323 8,186 51,055 53,103 58,731 61,737 BVPS 7.59 8.24 13.57 14.97 17.85 21.09
Total liabilities 14,178 14,225 74,252 76,301 81,929 84,934 TP 232 232 23.2 23.2
Shareholder equity 9,337 10,128 35,272 42,592 50,804 60,032 Implied PER 28 21 18 15
BVPS 7.6 8.2 13.6 15.0 17.9 211  Implied PB 17 16 13 11

Source: Company Data, Macquarie Research, Priced as of 24" August 2021
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Macquarie Quant Alpha Model Views

The quant model currently holds a margmally neg_atlye view on ENN Natural A Attractive Displays where the
Gas Co. The strongest style exposure is Growth, indicating this stock has

good historic and/or forecast growth. Growth metrics focus on both top and
bottom line items. The weakest style exposure is Valuations, indicating this

stock is over-priced in the market relative to its peers.

% of BUY recommendations

266/455

Global rank in

Utilities

100% (9/9)

Number of Price Target downgrades 0

Number of Price Target upgrades

2

Macquarie Alpha Model ranking

A list of comparable companies and their Macquarie Alpha model score

(higher is better).

Macquarie Earnings Sentiment Indicator

The Macquarie Sentiment Indicator is an enhanced earnings revisions

signal that favours analysts who have more timely and higher conviction
revisions. Current score shown below.

What drove this Company in the last 5 years

Which factor score has had the greatest correlation with the company’s

returns over the last 5 years.

DPS Growth 5yr Historic
EV/EBITDA (NTM)

FCF Yield FYO

Dividend Yield NTM
Turnover (USD) 250 Day
Incremental Capex
Capex Growth
Turnover (USD) 20 Day

< Negatives Positives =

-40%

40%

company'’s ranked based on
the fundamental consensus
Price Target and
Macquarie’s Quantitative
Alpha model.
Two rankings: Local market
(China A) and Global sector
> (Utilities)

*

Fundamentals

Quant
# Local market rank @ Global sector rank

Factors driving the Alpha Model

For the comparable firms this chart shows the key underlying styles and their
contribution to the current overall Alpha score.

M valuations ™ Growth M Profitability | Earnings Price u Quality
Momentum Momentum

Drivers of Stock Return

Breakdown of 1 year total return (local currency) into returns from dividends, changes
in forward earnings estimates and the resulting change in earnings multiple.

M Dividend Return [ Multiple Return [ Earnings Outlook [l 1¥r Total Return

How it looks on the Alpha model

A more granular view of the underlying style scores that drive the alpha (higher is
better) and the percentile rank relative to the sector and market.

Normalized Percentile relative Percentile relative

Score to sector(/455) to market(/4086)
Alpha Model Score -0.21 | I
Valuation -045 ] .
Growth 0.62 I
Profitability 0.06 ] I
Earnings Momentum 0.16 I |
Price Momentum -0.10 | I
Quality -0.39 | ] [ ]
Capital & Funding -1.12 | [ |
Liquidity 0.16 . |
Risk -0.78 [ | |
Technicals & Trading -1.15 [ ] ||
0 50 100 0 50 100

Source (all charts): FactSet, Thomson Reuters, and Macquarie Quant. For more details on the Macquarie Alpha model or for more customised analysis and
screens, please contact the Macquarie Global Quantitative/Custom Products Group (cpg@macguarie.com)
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ENN Natural Gas Co (600803 CH, Outperform, Target Price: Rmb23.20)

Interim Results 1H/21A 2H/21E 1H/22E 2H/22E Profit & Loss 2020A 2021E 2022E 2023E
Revenue m 51,836 50,193 44,049 90,727 Revenue m 88,099 102,028 134,777 152,956
Gross Profit m 9,196 10,523 8,158 15,389 Gross Profit m 16,316 19,720 23,547 26,284
Cost of Goods Sold m 42,640 39,669 35,891 75,338 Cost of Goods Sold m 71,782 82,309 111,229 126,672
EBITDA m 7,912 8,190 5,702 12,274 EBITDA m 11,195 16,102 17,976 19,792
Depreciation m 1,548 1,646 553 2,874 Depreciation m 553 3,194 3,427 3,720
Amortisation of Goodwill m 0 0 0 0 Amortisation of Goodwill m 0 0 0 0
Other Amortisation m 0 0 0 0 Other Amortisation m 0 0 0 0
EBIT m 6,363 6,544 5,149 9,400 EBIT m 10,642 12,908 14,549 16,072
Net Interest Income m -462 -2,789 -281 -2,797 Net Interest Income m -1,039 -3,251 -3,079 -2,897
Associates m 604 -196 38 375 Associates m 404 408 413 417
Exceptionals m 0 0 0 0 Exceptionals m 0 0 0 0
Forex Gains / Losses m 0 0 0 0 Forex Gains / Losses m 0 0 0 0
Other Pre-Tax Income m 526 -142 324 57 Other Pre-Tax Income m 427 384 381 378
Pre-Tax Profit m 7,031 3,418 5,229 7,035 Pre-Tax Profit m 10,435 10,449 12,264 13,970
Tax Expense m -1,552 -1,053 -1,155 -1,903 Tax Expense m -2,602 -2,605 -3,058 -3,483
Net Profit m 5,479 2,365 4,075 5,132 Net Profit m 7,833 7,844 9,206 10,487
Minority Interests m -3,401 -1,305 -2,445 -3,079 Minority Interests m -5,726 -4,706 -5,524 -6,292
Reported Earnings m 2,078 1,060 1,630 2,053 Reported Earnings m 2,107 3,138 3,683 4,195
Adjusted Earnings m 2,078 1,060 1,630 2,053 Adjusted Earnings m 2,107 3,138 3,683 4,195
EPS (rep) 0.75 0.38 0.59 0.74 EPS (rep) 0.82 1.13 1.33 1.51
EPS (adj) 0.75 0.38 0.59 0.74 EPS (adj) 0.82 1.13 1.33 1.51
EPS Growth yoy (adj) % 167.9 -28.7 -21.5 93.7 EPS Growth (adj) % -17.7 38.7 17.4 13.9
PE (rep) X 23.9 17.2 14.6 12.9
PE (adj) X 23.8 17.2 14.6 12.9
EBITDA Margin % 15.3 16.3 12.9 135 Total DPS 0.19 0.27 0.35 0.44
EBIT Margin % 12.3 13.0 11.7 10.4 Total Div Yield % 1.0 1.4 1.8 23
Earnings Split % 66.2 33.8 44.3 55.7 Basic Shares Outstanding m 2,569 2,808 2,808 2,808
Revenue Growth % 34.8 1.1 -15.0 80.8 Diluted Shares Outstanding m 2,584 2,770 2,770 2,770
EBIT Growth % 247 18.2 -19.1 43.6
Profit and Loss Ratios 2020A 2021E 2022E 2023E Cashflow Analysis 2020A 2021E 2022E 2023E
Revenue Growth % 550.5 15.8 32.1 13.5 EBITDA m 11,195 16,102 17,976 19,792
EBITDA Growth % 522.1 43.8 11.6 10.1 Tax Paid m -2,602 -2,605 -3,058 -3,483
EBIT Growth % 724.2 21.3 12.7 105 Chgs in Working Cap m -1,145 1,156 1,914 990
Gross Profit Margin % 18.5 19.3 175 17.2 Net Interest Paid m -1,039 -3,251 -3,079 -2,897
EBITDA Margin % 12.7 15.8 13.3 12.9 Other m 6,038 792 794 795
EBIT Margin % 121 12.7 10.8 105 Operating Cashflow m 12,448 12,194 14,548 15,197
Net Profit Margin % 2.4 3.1 2.7 2.7 Acquisitions m 9,983 360 360 360
Payout Ratio % 23.3 23.9 26.3 29.2 Capex m -6,922 -7,509 -8,802 -11,088
EV/EBITDA X 5.6 4.2 3.8 3.4 Asset Sales m 10,601 230 230 230
EV/EBIT X 5.8 5.2 4.6 4.2 Other m -9,491 -300 -300 -300
Investing Cashflow m 4,170 -7,219 -8,512 -10,798
Balance Sheet Ratios Dividend (Ordinary) m -767 -1,174 -981 -1,242
ROE % 24.1 33.2 30.5 28.1 Equity Raised m 0 0 0 0
ROA % 15.9 11.3 11.6 11.6 Debt Movements m 3,462 0 0 0
ROIC % 49.0 20.2 21.4 223 Other m 11,491 0 0 0
Net Debt/Equity % 35.8 19.8 6.6 0.4 Financing Cashflow m 14,185 -1,174 -981 -1,242
Interest Cover X 10.2 4.0 4.7 55
Price/Book X 6.2 5.1 4.1 3.3 Net Chg in Cash/Debt m 30,829 3,807 5,055 3,157
Book Value per Share 3.2 3.8 4.8 5.8
Free Cashflow m 5,526 4,685 5,746 4,109
Balance Sheet 2020A 2021E 2022E 2023E
Cash m 12,629 16,834 21,876 25,016
Receivables m 4,136 4,790 6,327 7,181
Inventories m 1,999 2,292 3,097 3,527
Investments m 5,883 5,329 5,329 5,329
Fixed Assets m 56,030 60,115 65,260 72,397
Intangibles m 8,713 9,013 9,313 9,613
Other Assets m 20,134 20,519 21,531 21,903
Total Assets m 109,524 118,892 132,733 144,966
Payables m 13,969 16,018 21,646 24,651
Short Term Debt m 9,605 9,605 9,605 9,605
Long Term Debt m 15,647 15,647 15,647 15,647
Provisions m 0 0 0 0
Other Liabilities m 35,031 35,031 35,031 35,031
Total Liabilities m 74,252 76,301 81,929 84,934
Shareholders' Funds m 8,132 10,746 13,434 16,371
Minority Interests m 27,140 31,846 37,370 43,662
Other m 0 0 0 0
Total S/H Equity m 35,272 42,592 50,804 60,032
Total Liab & S/H Funds m 109,524 118,892 132,733 144,966

All figures in Rmb unless noted.
Source: Company data, Macquarie Research, August 2021
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Important disclosures:

Recommendation definitions

Macquarie — Asia and USA

Outperform — expected return >10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie — Australia/New Zealand
Outperform — expected return >10%
Neutral — expected return from 0% to 10%
Underperform — expected return <0%

Note: expected return is reflective of a Medium Volatility
stock and should be assumed to adjust proportionately
with volatility risk

Volatility index definition*

This is calculated from the volatility of historical
price movements.

Very high-highest risk — Stock should be
expected to move up or down 60—-100% in a year
—investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors should
be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—-40% in a year.

Low-medium — stock should be expected to
move up or down at least 25—-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.
* Applicable to select stocks in Asia/Australia/NZ

Recommendations — 12 months
Note: Quant recommendations may differ from
Fundamental Analyst recommendations

Recommendation proportions — For quarter ending 30 Jun 2021

AU/NZ Asia USA
Outperform 62.67%  68.26%  75.58%
Neutral 31.00% 21.81% 24.42%
Underperform 6.33% 9.94% 0.00%
600803 CH vs HSI, & rec history
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500 1000 .00
0000
.00 S
. J__‘-Lﬁh 28000 -:q
15.00 . YL PEOO0L00
- I'*..,- L ..,_ e ’_Jl # 2400000
. d FHI00.00
5.0 PO00.00
[+ —
i i
Mar-1% Dot 48 JunF Jan-M Awg-H

(all figures in CNY currency unless noted)

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial
Reporting Standards).

(for global coverage by Macquarie, 5.24% of stocks followed are investment banking clients)
(for global coverage by Macquarie, 2.12% of stocks followed are investment banking clients)
(for global coverage by Macquarie, 0.00% of stocks followed are investment banking clients)

Note: Recommendation timeline — if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period.

Source: FactSet, Macquarie Research, August 2021

12-month target price methodology

600803 CH: Rmb23.20 based on a Sum of Parts methodology

Company-specific disclosures:

Important disclosure information regarding the subject companies covered in this report is available publicly at
www.macquarie.com/research/disclosures. Clients receiving this report can additionally access previous recommendations (from the year prior to
publication of this report) issued by this report’s author at https://www.macquarieinsights.com.

Date Stock Code (BBG code)
11-Aug-2021 600803 CH
03-Feb-2021 600803 CH
30-Oct-2020 600803 CH
16-Sep-2020 600803 CH
17-Jul-2020 600803 CH

Target price risk disclosures:

Recommendation Target Price
Qutperform Rmb23.50
Outperform Rmb21.00
Outperform Rmb15.60
Qutperform Rmb15.00
Outperform Rmb16.70

600803 CH: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates,
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to

manage certain of these exposures.
Sensitivity analysis:

Clients receiving this report can request access to a model which allows for further in-depth analysis of the assumptions used, and recommendations
made, by the author relating to the subject companies covered. To request access please contact insights@macquarie.com.

Analyst certification:

We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or
their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors
including Macquarie Group Ltd total revenues, a portion of which are generated by Macquarie Group’s Investment Banking activities.

General disclaimers:

Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital (USA) Inc; Macquarie Capital Limited, Taiwan Securities
Branch; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie Securities (NZ) Ltd; Macquarie Capital Securities (India) Pvt Ltd; Macquarie
Capital Securities (Malaysia) Sdn Bhd; Macquarie Securities Korea Limited and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking
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institutions for the purposes of the Banking Act 1959 (Commonwealth of Australia), and their obligations do not represent deposits or other liabilities of
Macquarie Bank Limited ABN 46 008 583 542 (MBL) or MGL. MBL does not guarantee or otherwise provide assurance in respect of the obligations of
any of the above mentioned entities. MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of
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