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Growing pains at Voltabox

H119 results reflected reasonably robust sales by the Automotive
segments. However, despite strong H119 sales growth, Electromobility
developed more slowly than expected, with H219 facing contract delays
and supply chain issues. As a result, management greatly reduced group
guidance in August. Voltabox is now expected to incur losses this year as
opposed to moving to healthy profitability. We have cut our FY19 estimates
accordingly and assume a lower growth path in FY20 as management
focuses on resolving the issues. The need to start executing to plan is
clear in order to rebuild investor confidence and improve liquidity.

Revenue PBT* EPS* DPS PIE Yield
Year end (€Em) (€Em) (€) (€) (x) (%)
12117 124.8 5.9 (0.09) 0.25 N/A 20
12/18 1874 14.8 1.45 0.25 8.5 20
12119 200.1 (5.3) (0.43) 0.25 N/A 20
12/20e 2334 9.5 1.39 0.25 8.9 20

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

Electromobility growth pains

FY19 sales guidance of €130m for paragon’s Automotive segments is near the top
of the previous range (€120-135m), with lower EBIT margins of ¢ 3% due to
expected one-off costs of €7m in FY19 including integration charges and higher
new product introduction costs. Prospects for Electromobility (Voltabox) have been
temporarily affected by two issues. A battery cell supplier was unable to fulfil H219
supply commitments as it updated its production process. In addition, contract for
backup power for mobile masts was deferred by a specification change. The order
backlog supports the long term and growth should accelerate as production returns
to normal in FY20, and new applications and customers are introduced. Voltabox’s
H119 revenues grew 77%, but overheads and investment incurred ahead of now
deferred H219 sales are not covered. FY19 sales guidance was cut to €70-80m
(from €105-115m) with a negative EBIT margin of -8% to -9% (from +8% to +9%).

Return to profitable growth in FY20

In the Automotive segments, the one-off costs being incurred of €7m are depressing
FY19 performance but should lead to improved profitability next year. As new
products ramp up for Mechanics (paragon movasys) with targeted cost savings
underway, management expects EBIT margins to recover to ¢ 3—4% in FY20. With
the headwinds to profit likely to be resolved by Q120, we expect Electromobility to
continue to grow revenues strongly and return to profit in FY20. Cash flow should be
helped by sales from stock of product built in H219.

Valuation: Execution remains key

While our capped DCF returns a value of €32 per share (from €85 previously) the
management of both paragon and Voltabox need to successfully execute profitable
growth with stronger cash flows to realise that value. Rebuilding investor
confidence in the strategy, earnings and liquidity is thus key in the near term.
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Trading performance and outlook

H119 results

paragon’s trading performance was below management’s expectations primarily as a result of
issues that affected the Electromobility segment (Voltabox). There were also some higher than
expected new product development costs and site integration costs incurred by the Automotive
segments, Electronics and Mechanics (paragon movasys). As the issues continue to have an

impact in H219, management significantly reduced guidance for FY19, and we have reduced our
estimates for FY19 and FY20 to reflect the slower than anticipated growth.

The highlights of H119 are:

Group revenues grew by 22% to €96.0m (H118: €78.6m) with strong growth by Mechanics
(+21.9%) and Electromobility (+76.9%), and a flat performance in Electronics (+0.3%).

Gross profit increased 11% to €50.1m (H118: €45.3m), with gross margin slipping to 52.2%
(H118: 57.6%) largely due to the 37% rise in the cost of materials due to advance purchases
and inventory build in anticipation of strong H219 growth at Voltabox (Electromobility).

Group EBITDA decreased 50% to €5.5m (H118: €11.0m), again largely driven by the
deterioration in materials and personnel cost ratios at Voltabox. The H119 result benefited from
a €2.9m increase in other operating income primarily arising from FX movements.

After higher depreciation and amortisation of €10.9m (H118: €6.2m), reported group EBIT fell to
a loss of €5.4m (H118 EBIT profit: €4.8m) with a negative margin of -5.6% (H118: +6.1%).

The group net loss of €7.9m (H118: net income of €0.7m) benefited from a €0.5m tax credit.
The reported loss per share was €1.51 compared to positive EPS of €0.20 in H118.

The negative H119 free cash flow (FCF) of €50.9m was burdened by inventory build of €12.8m
and a further €18.5m rise in trade receivables, both primarily at Voltabox.

Net debt under our definition (financial liabilities less cash and cash equivalents) increased to
€132m at the end of H119 from €68.8m at the end of FY18. The group had additional sources
of available liquidity of €21.4m at the end of the half year compared to €7.0m at the start of the
year, primarily new undrawn credit facilities for Voltabox. The company deducts these from our
definition to arrive at reported net debt.

Exhibit 1: paragon H119 results summary

H118 Of which H119 Of which % change
€m paragon  Volfabox  Automotive paragon \Voltabox  Automotive  paragon  Voltabox Automotive
Revenues 78.6 18.1 60.5 96.0 321 63.9 22% 7% 6%
Gross profit 453 10.7 34.6 50.1 154 34.7 11% 45% 0%
Gross margin 57.6% 58.9% 57.2% 52.2% 48.0% 54.3% -9% -18% -5%
EBITDA 1.0 4.2 6.8 5.5 04 5.1 -50% -90% -25%
EBIT 4.8 0.1 4.7 (5.4) (3.6) (1.8 NM NM NM
PBT 19 (0.2) 2.2 (8.4) (4.0) (4.4) N/M N/M N/M
EPS (€) 0.20 (1.51)
FCF (43.5) (28.1) (15.4) (50.9) (24.1) (26.9) 17% -14% 75%
€m Start of FY19 H119 % change
Gross cash 418 28.2 13.6 10.1 4.2 5.9 -76% -85% -57%
Net cash/(debt) (EIR definition) (68.8) 24.5 (93.4)  (132.0) (14.6) (117.4) 92% NM 26%
Other liquidity 7.1 0.0 7.1 214 14.4 7.0 202% NM -2%
Net debt (company defined) (61.8) 24.5 (86.3) (110.6) 0.1) (110.4) 79% N/M 28%

Source: paragon reports. Edison Investment Research (EIR)
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Segment performances

Exhibit 2: paragon H119 revenue breakdown

€m H118 H119 % change
Sensors 176 16.7 -5%
Interior 274 26.7 -3%
Digital Assistance 0 1.8

Electronics 45,0 451 0%

Mechanics (Body Kinematics = paragon movasys) 15.4 18.8 22%
Voltabox Germany 14.8 28.8 94%
Voltabox of Texas (US) 3.3 3.3 -1%

Electromobility 18.1 321 77%

Group revenues 78.6 96.0 22%

Source: paragon reports

Automotive segments

The Automotive facing segments of paragon, Electronics and Mechanics, continued to face
challenging market conditions but nevertheless delivered revenue growth of 6%. However, the top-
line growth of the two segments was markedly different, with the Electronics segment seeing almost
little change and the Mechanics segment continuing to grow strongly (+22%). Gross profit from the
Automotive segments was broadly maintained at €36.7m (H118: €36.6m) albeit gross margin fell to
54.3% (H119: 57.2%).

While the revenue performance of the Electronics segment was flat, the segment incurred
additional costs as the acquisitions from 2018 (SemVox and LPG) are integrated into the existing
paragon activities including the establishment of the new Digital Assistance subsegment. These
costs noted by paragon in H119 will total ¢ €3.5m for the full year and will be incurred largely by the
Electronics segment. The challenging automotive market conditions also continued to increasingly
affect one major German customer as Q219 progressed, which led to lower demand for the
Sensors subsegment and the Acoustics division in the Interior subsegment. However, the Cockpit
division of Interior and the initial €1.8m revenue contribution from Digital Assistance helped to
mitigate the negative impact.

Overall, after the one-off integration costs, the Electronics segment generated an H119 EBIT loss of
€1.4m (H118 positive EBIT of €4.1m).

The Mechanics segment, paragon movasys, continued to show strong revenue growth as series
production of software controlled rear spoiler drive technology grew. However, the segment incurred
considerably higher labour and material costs relating to new product launches from the former HS
Genion activity acquired in late FY17. As a result, Mechanics generated an H119 EBIT loss of
€3.4m (H118 positive EBIT of €0.4m).

Electromobility

In H119 Electromobility (Voltabox) grew revenues 77% to €32.1m (H118: €18.1m), with gross profit
improving 45% to €15.4m from €10.6m despite disruptions, but nevertheless below management
expectations largely due to slower development of US intralogistics sales than targeted. However,
the emergence in H119 of a new incremental potential market segment for mobile phone mast
backup power systems had appeared to underpin FY19 prospects.

Electromobility incurred an EBIT loss of €3.6m in H119. However, the European operations made a
loss of just €0.1m with the US subsidiary (Voltabox of Texas) making a negative contribution of
€3.5m. The loss in the US was largely due to additional personnel costs and procured materials
incurred in anticipation of higher planned production.

The higher procurement costs arose from a change in planned mix during the period. While the US
sales network and regional plan for intralogistics had been initiated and improved, the sales
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development in the segment had been disappointing. However, the emergence and rapid
development of a new opportunity in backup power systems for 5G mobile transmission masts
required additional investment in inventory and resources in anticipation of the expected
commencement of deliveries in August.

In Europe the contracted sales for intralogistics to Triathlon for FY19 had been completed by the
end of H119. In addition, there was a full contribution in H119 from ACCURATE that was acquired in
2018, and is supplying the growing market for e-bikes and pedelecs.

Outlook and guidance

The group 60-month order backlog remains largely unchanged at €2.1bn suggesting solid
prospects for all of the group activities, However, after the disappointing H119 performance and
with the issues faced by Voltabox in H219, from an investment perspective the main focus for the
managements of both listed companies should be to rebuild investor confidence. A major element
of this must come in executing the Voltabox growth strategy, and returning both sides of the group
to profitable growth with an accompanying improvement in cash flow performance. The company is
going to place additional focus on development returns, allocating investment capital to products
with stronger potential revenues.

Automotive segments

Global automotive market conditions remain challenging, and paragon appears to be performing
reasonably well against the market backdrop. In part this seems to be due to the somewhat niche,
proactive development and specialist nature of many of the products that target the premium end of
the car market.

Electronics has been undergoing a period of transition of products to new more sophisticated
generations as well as developing and introducing new technologies that should start to contribute
to additional growth in the future. In the meantime, margins should start recovering towards
historical levels as the one-off costs taken in FY20 should not recur, and should provide greater
operational efficiency for the segment.

In Mechanics, management expects a combination of operational leverage as new product volumes
ramp up at paragon movasys to combine with already implemented targeted cost reduction
measures that will complete by the middle of FY20 to return the segment to profitability, with EBIT
margins of 3—-4%.

Electromobility

While Voltabox has had to pull back its guidance for growth this year, it is still expected to show
strong progression.

The two issues that have adversely affected FY19 performance are:

The deferral of a $22m contract for Voltabox (Texas) to supply backup power for 5G mobile
telephone masts due to a change in specification of the performance requirement.

The temporary curtailment of battery cell supply in H219 from one supplier as its switched
production lines to newer battery technologies which has interrupted Voltabox’s production.

The reengineering for the mast supply contract is in hand and should lead to commencement of
volume supply by 2020. Having supplied six verification systems to the Austin, Texas-based
customer in 2019, the initial regional supply contract is for 2,200 units. However, in August the
customer requested increased durability to 44 hours from 33 hours but with a reduced cycle life
from 3,600 to 1,500 cycles. Voltabox indicates the higher specification is not technically challenging
but requires a bigger battery with simpler management systems, as well as further validation tests.
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The deferral of $22m of H219 revenue from the mast contract to FY20 is in itself significant, but the
potential opportunity being opened up for transitioning mobile mast backup power systems from
traditional lead acid solutions to lithium-ion technologies dwarfs this, and is likely to be global. In a
large city, 5G networks are likely to require 3,000 to 5,000 transmission masts. Studies indicate
Germany alone would require 0.75-1.20m masts, so if Voltabox can gets its offering right, it
appears to be positioned in a strongly growing segment. Management expects strong double-digit
margins on the initial revenues.

A battery cell supplier was unable to fulfil H219 supply requirements as it changed its production
process to manufacture the latest generation of cell technologies, which in time should enhance the
performance of Voltabox’s power packs. There will be a loss of supply of two to three months, with
no ability to source from alternative manufacturers, with existing old technology cells in stock being
manufactured into modules held in inventory. As a result, some product lines at Voltabox, including
the most efficient from Aumann producing prismatic cells (as well as the similar line in Austin), are
likely to be inactive for three to four months, with an estimated €12m of revenues deferred to FY20.
In addition, Voltabox is the process of validating three other cell suppliers to ensure that in the
future it has more options to guard against such a supply chain disruption.

For Electromobility as a whole, the €1.1bn order backlog remains broadly stable, providing support
to longer-term expectations, and growth should accelerate as production returns to normal in FY20,
and new applications and customers are introduced.

The newly developed mobile mast systems opportunity joins the currently growing intralogistics
(fork lift trucks and automatically guided vehicles), electric bus, mining vehicle, agricultural and
construction equipment and two wheeler segments. There could be some reduction in growth in
intralogistics if economic conditions depress the market, and if the Triathlon supply agreement
generates no further sales in H219 as all planned FY19 volumes had been delivered in H119.
Overall lower input costs combined strong revenue growth and improved profitability is expected in
FY20, assisted by an overhead and cost reduction programme currently being implemented at
Voltabox.

Cash flow and liquidity

The extended payment terms to Triathlon under the 2018 supply agreement were not due to unwind
until H219 with around €45m of receivables still to be collected at H119. An agreed payment
schedule for H219 should see around €40m of the outstanding cash flow back to Voltabox, which
appears to be the main reason for management’s relative confidence in its liquidity levels. For
example, on the H119 results call, Voltabox management stated that new credit lines that had been
secured for unforeseen circumstances were not expected to be required in H219.

In addition, paragon, and especially Voltabox, had been building inventory levels in anticipation of
higher H219 demand levels. While some of the excess inventory level is expected to be worked off
to alternative customers in H219, the committed supply agreements at Voltabox for the now
deferred mast system contract are likely to add to inventory by the year end. We expect the major
inventory reduction will occur in FY20 as the deferred contract is delivered and stocks of
standardised battery systems are worked off.

The resulting H219 movement in working capital combined with still high levels of tangible and
intangible asset investment at paragon and Voltabox, together with the reduced profitability, are
expected by paragon to result in a modest inflow in H219 at both Voltabox and the Automotive
activities. Assuming a more successful delivery of growth in FY20, we expect a better cash
performance aided by further significant inventory reduction.
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August 2019 guidance
Revised FY19 guidance provided by management in August is as follows:

At the group level paragon is expected to generate revenues of €200m to €210m, down from
initial FY19 guidance of €230m to €240m.

Of this, the Automotive segments’ revenues are guided to €130m, towards the top end of
the initial range of €115-135m.

Voltabox guidance was reduced significantly to between €70m and €80m (previously
€105m to €115m), and was the reason for the group-level reduction.

At the EBIT level, the group is expected to generate a negative EBIT margin of -1% to -2%,
compared to initial guidance of about +8%.

The Automotive segments’ margin after expected FY19 one-off costs of €7m is indicated at
around 3% or an EBIT of €3.5m. Before one-off costs this would have been around 8%.

Voltabox is now expected to deliver a negative EBIT margin for FY19 of -8% to -9%
compared to expectation at the start of the year of a positive +8% to +9% resullt.

Voltabox is set to announce Q319 results on 13 November 2019 and paragon a day later on 14
November 2019.

Earnings revisions

We are somewhat belatedly lowering our estimates in response to the revised guidance in August,
and with Q319 results due in a mid November we will look for any additional guidance update then.
The reduction reflects lower sales from the Voltabox range combined with a lower level of
profitability within the new guidance. As discussed, sales for the Automotive segments (Electronics
and Mechanics) are now expected to be towards the top end of the previously guided range at
around €130m. However, profit expectations have also been reduced due to the €7m of one-off
consolidation and integration costs, some excess material costs, as well as higher than expected
new product development costs in Mechanics.

Exhibit 3: paragon earnings estimates revisions

Year to December (€m) 2019 2019 2020e 2020e

Prior New % change Prior New % change
Electronics 96.5 90.7 -5.9% 103.2 971 -5.9%
Voltabox 107.0 70.2 -34.4% 149.8 91.3 -39.1%
Mechanics 36.7 39.2 6.7% 422 451 6.7%
Total group revenue 240.2 200.1 -16.7% 295.3 233.4 -20.9%
EBITDA (company reported) 38.6 13.6 -64.7% 47.0 31.9 -32.1%
Electronics 20.0 18.8 -5.9% 18.6 175 -5.9%
Voltabox 15.5 (0.7) -104.5% 24.0 1.9 -50.5%
Mechanics 37 (3.9 -206.7% 5.1 32 -37.8%
HQ, other and intersegment (0.6) (0.6) 0.0% (0.6) (0.6) 0.0%
EBITDA (pre PPA amortisation) 38.6 136 -64.7% 47.0 319 -32.1%
Underlying PBT 18.8 (5.3) -128.2% 24.3 9.5 -60.9%
EPS - underlying continuing (€) 2.4 (0.43) -117.9% 2.99 1.39 -53.5%
DPS (€) 0.25 0.25 0.0% 0.25 0.25 0.0%
Net cash/(debt) (72.6) (114.6) 57.8% (93.3) (134.4) 44.1%

Source: Edison Investment Research estimates

Valuation

The reduced guidance for Voltabox has clearly affected the market value of paragon’s 60% majority
stake. However, when we disaggregate the stake from paragon in order to value the Automotive
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segments, the implication is that they have a negative equity value. While it would appear concerns
over liquidity are the primary cause of this perspective, the managements of both Voltabox and
paragon appear to be comfortable that there is sufficient financial resource to recover cash flow
performance to a more positive position. Management must clearly deliver the recovery of Voltabox
and improved profitability at the Automotive segments in FY20, alongside a major reduction in the
working capital burden starting from H219 as the Triathlon receivables are secured.

Exhibit 4: Market value attributed to paragon without Voltabox (€m)

paragon's stake in Voltabox 60%
Voltabox market value (share price €7.2 at 24 October 2019) 113.5
Voltabox's market value to paragon (1) 68.1
paragon's total market value (2) (share price €12.7 at 24 October 2019) 57.5
Market value attributable to paragon’s electronics and mechanics business (2)—(1) (10.6)
Net debt to paragon (excluding Voltabox) 17.4
paragon's EV (excluding Voltabox) 106.8
paragon's FY19e EV/sales for the electronics and mechanics segment (x) 0.8
paragon's FY19e EV/EBITDA for the electronics and mechanics segment (x) 7.2
paragon's FY19e EV/EBIT for the electronics and mechanics segment (x) 84.8

Source: Edison Investment Research estimates

Assuming the company can achieve the recovery in financial performance towards EBIT margins
around 9% or better, then the capped DCF valuation could provide a longer-term indication of
potential. At present this stands at €32.4 per share, significantly below our previous value of €85
due to an increased risk assumption in WACC with a cost of equity of 15%, higher than expected
current debt levels, and reduced near-term and terminal cash flows. The calculated WACC of 8.1%
is also higher than previously but is constrained by the higher proportion of relatively lower-cost
debt funding. The sensitivity of the DCF value to WACC and terminal growth rates are summarised
in the table below.

Exhibit 5: Capped DCF sensitivity to WACC and terminal growth rates (€ per share)

WACC 7.0% 7.5% 8.0% 8.1% 8.5% 9.0% 9.5% 10.0% 10.5%
Terminal growth rate

0% 48.0 40.5 34.0 324 28.3 23.2 18.8 14.8 1.2
1% 48.8 413 34.7 33.0 28.9 23.8 193 15.3 1.6
2% 49.7 420 354 33.7 29.6 244 19.9 15.8 12.1
3% 50.5 428 36.1 34.4 30.2 25.0 204 16.3 126

Source: Edison Investment Research estimates
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Exhibit 6: Financial summary

€m
Year end December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
EBITDA
Operating Profit (before amort. and except).
Intangible Amortisation
Exceptionals
Other
Operating Profit
Net Interest
Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax
Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of Shares Outstanding (m)
EPS - normalised (€)

EPS - normalised fully diluted (€)

EPS - (IFRS) (€)

Dividend per share (€)

Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments

Current Assets
Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

Short term borrowings
Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets

CASH FLOW
Operating Cash Flow
Net Interest

Tax

Capex
Acquisitions/disposals
Financing

Dividends

Net Cash Flow
Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

Source: Company reports, Edison Investment Research estimates
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2017
IFRS

1248
(72.4)
525
183
133
(3.0)
(4.9)

(0.09)
(0.09)
(0.30)

0.25

42.0

10.7

2018
IFRS

1874
(96.7)
90.7
303
234
(4.3)
(4.2)
0.0
148
42)
148
10.6
(72)
76
34
45
145
145
0.52
0.25

48.4

125

196.0
131.2
64.5

1817

2020e
IFRS

2334
(116.7)
116.7
319
29
(6.2)
(4.0)
0.0
127
7.1

50.0

216.9
138.9
Al

1866
65.4
724
2138
271

(42.8)

(42.8)

0.0
(159.8)
(156.2)

200.9
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This report has been commissioned by paragon and prepared and issued by Edison, in consideration of a fee payable by paragon. Edison Investment Research standard fees are £49,500 pa for the production and broad
dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfrontin cash without recourse. Edison may seek additional fees for the provision of roadshows and related
IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). Al rights reserved FTSE International Limited (‘FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE's express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a
bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison
does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security,
or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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