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Cement

 Company Update
India I Equities 

Key Financials  (YE Mar) FY16 FY17 FY18e FY19e FY20e

Sales (` m)           17,095          17,217          15,854          22,340          26,502 

Net profit (` m)             1,340            1,716            2,292            2,547            3,130 

EPS (`)                3.2               4.1               5.5               6.1               7.5 

PE (x)              34.4             33.1             23.1             20.8             17.0

EV / EBITDA (x)              14.5             16.5             11.7             10.4               9.1

EV / ton ($)             231.0            268.4            226.2            163.3            162.2 

RoE (%)              16.1             15.5             17.8             17.2             18.3 

RoCE (%)              11.9             12.0             14.5             15.4             17.2 

Dividend yield (%)                0.5                -               0.6               0.7               0.9 

Net debt / equity (x)                0.9               0.6               0.1               0.2               0.1 

Source: Company, Anand Rathi Research  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

8 February 2017 

Star Cement 

Subsidy receipt, a key positive; retaining our Buy rating 

Enjoying a strong, 25%, market share in the north-east, and adding 
capacities outside this region would help Star Cement gain through 
diversification and the forthcoming infrastructure emphasis in the NE. 
Receipt of subsidy dues and its strong operating performance are other 
key positives. We are upbeat about the company’s prospects and retain 
our Buy rating on the stock, with a price target of `171. 

Enhanced market share. Already a well-known brand with a ~25% market-
share in the north-eastern region, the company is adding capacities in east 
India, and benefiting from premium pricing there. Approx. 76% of its sales 
are in the retail segment, Star Cement is already a high operating-leverage 
player. Besides, it is trying to increase its institutional reach. 

Better profitability expected. A sturdy rise in realisations and benefits from 
subsidies led Star Cements Q3 FY18 EBITDA/ton to shoot up 83.2% y/y, to 
`2,142. We expect the strong profitability to endure on account of estimated 
10% volume growth by FY18, given the special infrastructure boost to the 
north-eastern states. However, the transport subsidy being discontinued from 
Jan’18 would impact EBITDA/ton by `200 a ton (adjusting for freight-
rationalisation benefits).  

Subsidy dues at peak. The company has so far received `2.3bn toward 
capital and freight subsidies. It expects to receive another `1bn-1.5bn in FY18 
of the balance of `6.8bn. It has planned `4bn capex and the remaining 
amount will be used to repay debt. 

Valuations. The stock trades at an EV/EBITDA of 9.1x and an EV/ton of 
$162 on FY20e. We revise our price target to `171 and maintain our Buy 
recommendation on the stock. Risk. Rising coal prices, falling volumes. 

 

Rating: Buy 
Target Price: `171 
Share Price: `129

Key data STRCEM IN 
52-week high / low `152 / 102
Sensex / Nifty 34413 / 10577
3-m average volume  $1.5m
Market cap  `54bn / $843m
Shares outstanding  419m

Shareholding pattern (%)   Dec’17    Sep’17 June’17

Promoters  73.3 74.6  74.9 
- of which, Pledged -  - -
Free float  26.8 25.4  25.1 
 - Foreign institutions  2.0 0.4  0.1 
 - Domestic institutions  2.7 1.6  1.2 
 - Public   22.1 23.4  23.8 

Estimates revision (%) FY18e FY19e FY20e

Sales  (11.5) 5.4  (3.6)

EBITDA 5.5 8.6  (1.7)

PAT 17.4 14.1  (2.9)

Change in Estimates   Target   Reco  

Relative price performance 

 
Source: Bloomberg  
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Quick Glance – Financials and Valuations 
Fig 1 – Income statement (` m) 
Year-end: Mar  FY16  FY17  FY18e  FY19e  FY20e 

Sales Volume (m tons)  2.6  2.8  2.4  3.3  3.8 
Net revenues   17,095  17,217  15,854  22,340  26,502 
     Growth (%)  19.8 0.7 -7.9 40.9 18.6
Direct costs   3,455 4,144  2,595  3,698  4,405 
SG&A   9,701  9,049  8,465  13,125  15,852 
EBITDA   3,938  4,025  4,795  5,517  6,244 
     EBITDA margins (%)  23.0 23.4 30.2 24.7 23.6 
- Depreciation   1,715  1,412  1,400  1,500  1,500 
Other income   69  85  62  62  62 
Interest Exp  834  780  689  589  539 
PBT   1,458  1,918  2,767  3,490  4,267 
     Effective tax rate (%)  4.10 7.44 15.00 25.00 25.00
+ Associates / (minorities)   53  59  60  70  70 
Net income   1,340  1,716  2,292  2,547  3,130 
Adjusted income   1,346  1,716  2,292  2,547  3,130 
WANS   419  419  419  419  419 
FDEPS (` / sh)  3.2 4.1 5.5 6.1 7.5 
     FDEPS growth  (%)  -14.5 27.5 33.6 11.1 22.9

 

Fig 3 – Cash-flow statement (` m) 
Year-end: Mar  FY16  FY17  FY18e  FY19e  FY20e 

 PBT   1,458  1,918  2,767  3,490  4,267 
 + Non-cash items   1,745  1,458  1,400  1,500  1,500 
Oper. prof. before WC  3,203  3,376  4,167  4,990  5,767 
 - Incr. / (decr.) in WC   2,651  918 -3,460  2,711  2,018 
 Others incl. taxes   60  143  415  872  1,067 
 Operating cash-flow   493  2,315  7,212  1,407  2,682 
 - Capex (tang. + intang.)   707  912  947  1,750  1,750 
 Free cash-flow  -213  1,403  6,265 -343  932 
 Acquisitions    
 - Div. (incl. buyback & taxes)   222  -  413  460  562 
 + Equity raised   197  -  0  -  -
 + Debt raised   593 -1,449 -2,801 -2,000 -328 
 - Fin investments   -  1  -  -  -
 - Misc. (CFI + CFF)   321 -10 -0  -  0 
 Net cash-flow   34 -37  3,051 -2,803  43 
Source: Company, Anand Rathi Research  

 
Fig 5 – Price movement 

 
Source: Bloomberg 

Fig 2 – Balance sheet (` m) 
Year-end: Mar  FY16  FY17  FY18e  FY19e  FY20e 

Share capital   419  419  419  419  419 
Net worth   10,553  12,280  14,159  16,247  18,815 
Total debt   9,398  7,949  5,148  3,148  2,821 
Minority interest   530  589  649  719  789 
DTL / (assets)   117  163  163  163  163 
Capital employed    20,599  20,981  20,120  20,277  22,588 
Net tangible assets   9,190  8,631  8,626  8,876  9,126 
Net intangible assets   2  2  2  2  2 
Goodwill   -  -  -  -  -
CWIP (tang. & intang.)   490  549  100  100  100 
Investments (strategic)   15  17  17  17  17 
Investments (financial)   -  -  -  -  -
Current assets (ex cash)  14,725  15,345  11,728  15,914  18,878 
Cash    238  201  3,252  449  492 
Current liabilities   4,060  3,763  3,605  5,080  6,026 
Working capital   10,665  11,583  8,123  10,833  12,851 
Capital deployed   20,599  20,981  20,120  20,277  22,588 
Contingent liabilities   191  299  -  -  -

 

Fig 4 – Ratio analysis 
Year-end: Mar  FY16  FY17  FY18e  FY19e  FY20e 

P/E (x)  34.4 33.1 23.1 20.8 17.0 
EV / EBITDA (x)  14.5 16.5 11.7 10.4 9.1 
EV / sales (x)  3.3 3.9 3.5 2.5 2.1 
P/B (x)  4.6 4.8 3.8 3.3 2.9 
RoE (%)  16.1 15.5 17.8 17.2 18.3 
RoCE (%) - after tax  11.9 12.0 14.5 15.4 17.2 
DPS (` / sh)  0.5  - 0.8 0.9 1.1 
Dividend payout (%) - Inc. DDT  16.5  - 18.0 18.0 18.0 
Net debt / equity (x)  0.9 0.6 0.1 0.2 0.1 
WC days   199  236  227  155  163 
EV / ton ($)  231.0  268.4  226.2  163.3  162.2 
NSR / ton (`)  6,018  6,123  6,490  6,685  6,885 
EBITDA / ton (`)  1,386  1,432  2,061  1,487  1,561 
Volumes (m tons)  2.6 2.8 2.4 3.3 3.8 
CFO:PAT (%)  36.7  134.9  314.6 55.2 85.7 
Source: Company, Anand Rathi Research

 
Fig 6 – Cement (incl. hired) and clinker capacity 

 
Source: Company
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  Other key highlights 
Revenue growth 

Sluggish demand in the north-east led to Q3 FY18 volumes falling 6% y/y 
to 0.62m tons. Revenue declined 4% y/y to `3.7bn, bruised chiefly by 
volumes dropping. Realisation in the quarter, though, was slightly up, 
0.39% y/y. We expect a 15% CAGR in revenue over FY17-20, boosted by 
a 12% CAGR in volumes, which are likely to pick up in the coming quarter 
due to the expected increase in demand growth bolstered by the 
government’s infrastructure push for the north-eastern region. 

 

 

 

 

 

 

 

 

 

 

 

Operating performance 

The low base helped EBITDA/ton for the quarter shoot up 96% y/y. The 
3.3% y/y drop in raw material consumption and 4.6% y/y drop in other 
expenses, to `2,358. The outstanding bottom-line performance stemmed 
from the huge fall in interest costs and other income by respectively 26.3% 
and 77.6% y/y, rocketing PAT ~179% y/y, to `914m.  

 

 

 

 

 

 

 

 

 

 

 

 

Fig 7 – Revenue and Revenue growth 

Source: Company, Anand Rathi Research 

 

Fig 8 – Capacity and Utilisation 

Source: Company, Anand Rathi Research 
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Fig 9 – EBITDA-per-ton trend 

Source: Company, Anand Rathi Research 

 

Fig 10 – Cost-per-ton trend 

Source: Company, Anand Rathi Research 
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  Result Highlights 
Fig 11 – Quarterly performance (` m) 

FY18 FY17 

  Q3 Q2 Q1 Q4 Q3 FY18e FY19e FY20e

Sales  3,774  2,810  4,287  5,167  3,927  15,854  22,340  26,502 

 EBITDA    1,413  770  1,586  1,676  870  4,795  5,517  6,244 

   EBITDA margins (%)  37  27  37  32  22  30  25  24 

EBITDA per ton (`)  2,142  1,629  2,415  2,098  1,169  2,061  1,487  1,561 

Interest  137  141  157  186  186  689  589  539 

Depreciation  337  326  303  355  356  1,400  1,500  1,500 

Other income  3  9  4  39  12  62  62  62 

PBT  942  311  1,130  1,177  334  2,767  3,490  4,267 

Tax  28  49  33  124  0  415  872  1,067 

PAT  914  262  1,097  1,050  339  2,352  2,617  3,200 

Source: Anand Rathi Research 

Fig 12 – Per-ton analysis 
FY18 FY17 

(` per ton) Q3 Q2 Q1 Q4 Q3 FY18e FY19e FY20e

Realization   5,484  6,029  7,234  6,884  5,808  6,490  6,685  6,885 

EBITDA   2,142  1,629  2,415  2,098  1,169  2,061  1,487  1,561 

Sales volumes (m tons) 0.6 0.4 0.6 0.8 0.7 2.4 3.3 3.8 

Costs            

Raw material   862  817  1,107  1,005  842  1,104  1,137  1,171 

Purchase of traded goods  199  126  253  471  597  -  -  -

Power & Fuel  -  -  -  -  -  -  -  -

Staff cost   443  624  459  380  439  377  388  399 

Trans., C&F charges   -  -  -  -  -  -  -  -

Other expenses   2,551  2,543  2,606  2,807  2,528  3,090  3,541  3,720 

Source: Anand Rathi Research 

Change in estimates 

Factoring in the Q3 FY18 performance, we lower our FY18 and FY20 
estimates: revenue by 11.5% and 3.6% respectively and increased FY19e 
sales by 5.4%. We increased our FY18e & FY19e EBITDA by 5.5% and 
8.6% & PAT by 17.4% and 14.1% respectively. The FY20 EBITDA 
&PAT estimates, however, we lowered, by 1.7%/2.9%, due to the change 
in ownership structure. We expect Star Cement to continue to fare well, 
based on a better operating performance and boosted by higher cement 
prices. 

Fig 13 – Change in estimates 
New Old Variance 

FY18e FY19e FY20e FY18e FY19e FY20e % chg % chg % chg 

Sales (` m)  15,854  22,340  26,502  17,915  21,192  27,488  (11.5) 5.4  (3.6)

EBITDA (` m)  4,795  5,517  6,244  4,545  5,081  6,352 5.5 8.6  (1.7)

PAT (` m) 2,292.2 2,547.3 3,130.2  1,952  2,233  3,223 17.4 14.1  (2.9)

Source: Anand Rathi Research 
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  Concall Highlights 
Operational and Financial highlights 

 Q3 FY18 volumes in the north-east rose 2% y/y, to 0.42m tons 
(0.41m a year ago).  

 The company sold 57,000 tons of clinker in the quarter (20,000 a year 
ago). 

 EBITDA/ton for the coming quarter might be hit to the extent of 
`300-350 a ton by the discontinuance of the freight subsidy. However, 
on a re-alignment of dispatches within and outside the NE market, the 
company expects to save `100-150 a ton.  

 The trade and non-trade sales-mix for the quarter was 76:24. 

 The PPC-OPC-PSC cement mix in Q3 FY18 was 68:30:2. 

Fig 14 – Sales mix (%) 

 
Source: Company 

Fig 15 – OPC-PPC-PSC mix 

 
Source: Anand Rathi Research 
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Subsidy 

 Management is expecting to receive total subsidies of `6.8bn in 
FY18/19; of this, it expects to receive a further subsidy of `1bn-1.5bn 
in FY18 (received so far: `2.3bn).  

 By Dec’17, it had already received `2.3bn of total subsidy, including 
`1.6bn in Q3. 

Capex / Capacity expansion 

 The company plans expansion at Silligudi with total capacity of 1.5m-
2m tons in the next fifteen months at `3bn-3.5bn capex. 

 Its clinker capacity in the north-east is being de-bottlenecked, expected 
to be complete by Q2 FY19, after which capacity would increase to 
3m tons, from 2.6m tons now, at an estimated `500m. 

 Capex estimated by the company for FY19 and FY20 is `4bn. 

Volumes, Demand and Capacity utilisation 

 The company expects volume growth to be flat in FY18. 

 The volume mix for FY17 would be north east: 70%, others: 30%. 

 Capacity utilised by the company in north east was 65-70%; in the east 
75%. 

Other  

 The company expects to receive excise subsidy for one unit till 2023, 
and for the other unit till 2027. 

 Demand growth of 7-8% is expected for the coming quarter and 10% 
for FY18. 

 The company plans clinker and grinding unit expansion in the next 
five years. 
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  Valuations 
At the ruling price, the stock trades at an EV/EBITDA of 9.1x and an 
EV/ton of $162. We maintain our Buy recommendation on it, with a 
revised price target of `171. 

Fig 16 – 12-month-forward  EV/EBITDA: Mean and Standard deviation 

 
Source: Bloomberg 

Fig 17 – Peer comparison - Valuations 
CMP P / E EV / EBITDA EV / ton ($) 

(`) FY19e FY20e FY19e FY20e FY19e FY20e

Birla Corp.  1,029 20.9 18.4 9.8 9.0  103  100 

Dalmia Bharat   2,705 24.2 20.0 11.2 9.6  148  137 

Deccan Cement  547 10.5 9.0 5.1 4.0 46.1 40.9 

Heidelberg Cement 150 16.5 13.0 8.5 6.7 97 90 

India Cement 153 15.5 10.8 7.0 5.7 71 68 

JK Cement  1,030 20.5 18.4 10.4 9.4  113  108 

JK Lakshmi 406 18.2 13.7 9.5 8.0 83 80 

Mangalam Cement 349 11.9 8.2 6.5 5.1 49 49 

Orient Cement 151 22.1 18.4 9.3 8.2 80 79 

Ramco Cement 727 26.1 22.0 15.5 13.0  202  195 

Sagar Cement  901 17.8 10.2 9.1 5.6 77 49 

Star Cement  129 20.7 16.9 10.3 9.1  163  162 

Sanghi Industries  117 20.0 13.7 10.6 9.7 121.6 133.9 

Source: Bloomberg 

Risks 

 Increasing coal prices.  

 Fall in volumes mainly due to single-region exposure. 
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The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research 
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange 
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have 
no bearing whatsoever on any recommendation that they have given in the Research Report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 8 February 2018) 

 Date Rating 
TP  
(`) 

Share 
Price (`) 

 1  08-Jul-16 Buy  238   157  
 2  09-Aug-17 Buy  151   123  
 3  03-Jan-18 Buy  169   135  
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in the Ratings Table below:  

Ratings Guide (12 months) 
    Buy   Hold   Sell 
Large Caps (>US$1bn)   >15%   5-15%   <5% 
Mid/Small Caps (<US$1bn)  >25%   5-25%   <5% 
 
Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 
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General Disclaimer: This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not 
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recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of 
purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf 
of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for 
the readers.  No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own 
investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or 
making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by 
ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, 
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are 
fair and reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, 
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. 
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consult with their tax advisers regarding taxation aspects of any potential investment. 
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expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research 
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL, 
its employees and associates responsible for any losses, damages of any type whatsoever. 
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ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned 
herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such 
company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect to any 
recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party 
involved in, or related to computing or compiling the information have any liability for any damages of any kind. 

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com 

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject ARSSBL to 
any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for 
such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in 
compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at 
his own expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.  

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates 

Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report 

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end of 
the month immediately preceding the date of publication of the research report? 

No

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No

ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No

ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve 
months 

No

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from 
the subject company in the past twelve months 

No

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment banking or merchant 
banking or brokerage services from the subject company in the past twelve months 

No

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection 
with the research report 

No

ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No

 
Other Disclosures pertaining to distribution of research in the United States of America  

This report was prepared, approved, published and distributed by the Anand Rathi Share and Stock Brokers Limited (ARSSBL) located outside of the United States (a “non-
US Group Company”). This report is distributed in the U.S. by Enclave Capital LLC, a U.S. registered broker dealer, on behalf of ARSSBL only to major U.S. institutional
investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any transaction 
effected by a U.S. customer in the securities described in this report must be effected through Enclave Capital. ARSSBL accepts responsibility for its contents. Any US 
customer wishing to effect transactions in any securities referred to herein or options thereon should do so only by contacting a representative of Enclave Capital LLC at 646-
454-8600 

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. (“FINRA”) or 
other regulatory requirements pertaining to research reports or research analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act or is a 
member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory organization. 

This material was produced by ARSSBL, solely for information purposes and for the use of the recipient. It is not to be reproduced under any circumstances and is not to be 
copied or made available to any person other than the recipient. It is distributed in the United States of America by Enclave Capital LLC (19 West 44th Street, Suite 1700, New 
York, NY 10036) and elsewhere in the world by ARSSBL or an authorized affiliate of ARSSBL (such entities and any other entity, directly or indirectly, controlled by ARSSBL, 
the “Affiliates”). This document does not constitute an offer of, or an invitation by or on behalf of ARSSBL or its Affiliates or any other company to any person, to buy or sell 
any security. The information contained herein has been obtained from published information and other sources, which ARSSBL or its Affiliates consider to be reliable. None 
of ARSSBL or its Affiliates accepts any liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion 
and other subjective judgments contained herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly higher than more 
established markets. In particular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. The 
ability to assess such risks may also be limited due to significantly lower information quantity and quality. By accepting this document, you agree to be bound by all the 
foregoing provisions. 

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report. 

2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months. 

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not expect 
to receive compensation for investment banking services from the issuer of these securities within the next three months. 

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell those 
securities or options thereon, either on their own account or on behalf of their clients. 

5. As of the publication of this report, ARSSBL does not make a market in the subject securities. 

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis on 
which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or solicit 
to seek to obtain investment banking, or other securities business from, any entity referred to in this report. 

Enclave Capital LLC is distributing this document in the United States of America. ARSSBL accepts responsibility for its contents. Any US customer wishing to effect
transactions in any securities referred to herein or options thereon should do so only by contacting a representative of Enclave Capital LLC. 

© 2016. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, 
is under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in
whole or in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this 
report are trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.  
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