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THE 600 GROUP

Transformation provides strong growth potential

Trading remains good, with an improved order book, up 6.5%, and with growth
enhanced by acquisitions, new product launches and new market entry. The
acquisition of Control Micro Systems Inc (CMS) is strategically attractive, providing
a platform for further growth. The group remains competitively well positioned,
with a world-class reputation and its financial position enhanced by the pension
scheme buyout. The shares stand at a discount to the peer group and to a DCF
valuation, and offer an appealing yield, in our view.

» Trading comment: The 2018/19 results trading update was positive, “‘despite
the macroeconomic and political uncertainties, reflecting good enquiry and
quotational activity, with an improved order book - up 6.5% - underpinning
revenue visibility”.

» Strategy: The strategic objective is to grow the business into a global industrial
concern. Growth will be driven primarily organically, with new product
developments in both business areas and new geographical market entry
continuing. The recent US acquisition of CMS, though, significantly strengthens
the competitive position of the group’s TYKMA industrial laser systems
subsidiary.

» Competitive position: The 600 Group has strong global brand recognition, and
is regarded as well positioned within highly competitive and fragmented
industries. The group has undertaken a UK restructuring programme to reduce
capex requirements and further improve margins in the medium term, and
opportunities are also available for operational and distribution synergy
benefits.

» Investment summary: The shares offer the opportunity to invest in a de-risked
cyclical stock with strong operational leverage, enhanced by new product
launches and new market entry. Cyclicality has been de-risked through further
development of high-margin repeat/recurring business. The risk/reward profile
is favourable, and the shares stand at a discount to the peer group, offering an
appealing yield, in our view.

Financial summary and valuation

Year-end Mar ($m) 2018 2019 2020E 2021E
Sales 63.9 65.2 76.4 82.5
Gross profit 21.6 23.6 27.5 30.3
EBITDA 2.4 5.8 6.6 7.3
Underlying EBIT 1.8 52 57 6.4
Underlying PTP 0.6 4.0 4.5 54
Underlying EPS (c) 1.0 3.5 3.6 4.1
Statutory EPS (c) 1.5 3.5 3.6 4.1
Net (debt)/cash -15.6 -14.5 -13.6 -11.0
DPS (p) 0.50 1.00 1.10 1.32
P/E (x) 25.1 7.2 7.1 6.3
EV/EBITDA (x) 19.7 8.2 7.2 6.6
Yield 2.5% 5.0% 5.5% 6.6%

Source: Hardman & Co Research

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document
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Financials

Profit and Loss

» 2018/19 results were marginally below our forecasts, with revenues from
continuing operations up 1.9%. The gross margin was 36.1%, compared with
33.7% for the previous year.

» The operating margin for machine tools rose to 8.1%, benefiting from
restructuring in the UK. Laser marking volumes were affected by the slowing of
customer orders, but margins rose to 12.4%.

» Our 2019/20 full-year forecasts are adjusted for a slight slowing of underlying
business activity, but incorporate the first-time contribution from the CMS

acquisition.
Year-end Mar ($m) 2018 2019 2020E 2021E
Sales 63.94 65.17 76.45 82.46
COGS -42.36 -41.60 -48.93 -52.11
Gross profit 21.58 23.57 27.52 30.35
Gross margin 33.7% 36.1% 36.0% 36.8%
Sales & marketing -4.03 -4.71 -5.42 -5.96
Administration expenses -15.77 -13.65 -16.38 -18.02
EBITDA 2.44 5.82 6.62 7.27
EBITDA margin 3.8% 8.9% 8.7% 8.8%
Depreciation & amortisation -0.66 -0.61 -0.90 -0.90
Licensing/Royalties 0.00 0.00 0.00 0.00
Other income 0.00 0.00 0.00 0.00
Underlying EBIT 1.78 5.21 5.72 6.37
Share-based costs 0.00 0.00 0.00 0.00
Exceptional items 0.00 0.00 0.00 0.00
Statutory operating profit 1.78 5.21 5.72 6.37
Net financials -1.18 -1.20 -1.20 -0.98
Underlying PTP 0.60 4.01 4.52 5.39
Reported PTP 1.82 4.01 4.52 5.39
Tax payable/receivable -0.23 -0.07 -0.34 -0.54
Underlying net income 1.12 3.95 4.19 4.85
Statutory net income 1.59 3.95 419 4.85
Underlying basic EPS (c) 1.03 3.48 3.63 4.14
Statutory basic EPS (c) 1.46 3.48 3.63 4.14
Underlying fully-diluted EPS (c) 1.03 3.48 3.63 4.14
Statutory fully-diluted EPS (c) 1.46 3.48 3.63 4.14
DPS (p) 0.5 1.0 1.1 1.3

Source: Hardman & Co Research

Note: With respect to the loan notes, maturity is before the end of March 2022 (14.02.22), so either they
will be covered by funds from investors exercising warrants, or the 600 Group will have to re-finance the
loans - and this should be at cheaper rates through current banking arrangements. Furthermore, because
the group would save the interest on the loan notes (there is no tax effect in the UK), the net effect on
EPS would be just over 12% dilution if all warrants were exercised.
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Balance sheet

» The group had a net debt position at 30 March 2019 of $14.5m, compared with
$15.6m at 31 March 2018.

» The balance sheet now reflects the completion of the $270m pension scheme
buyout, with the $5.2m net of tax to be returned to the group in 2019/20.

» Our balance sheet forecasts reflect the $10m acquisition of CMS, a new
$3.25m five-year term loan and $1m in new shares (CMS held $3.1m in cash).
Net assets are $4.9m, with goodwill consequently being $5.1m.

> We forecast net debt of $13.6m at the end of 2019/20, declining to $11m by
the end of 2020/21 (this excludes the proceeds from the Gamet Bearing
business sale).

» The £8.5m of 8% loan notes, with maturity on 14 February 2022, also entitle
holders to warrants of equal value to subscribe for new Ordinary shares.

Balance sheet

@ 31 Mar ($m) 2018 2019 2020E 2021E
Shareholders’ funds 58.6 29.6 334 36.6
Total equity 58.6 29.6 334 36.6
Share capital 1.8 1.8 2.9 2.9
Reserves 56.8 27.9 30.6 33.8
Provisions/liabilities 1.2 1.2 1.2 1.2
Deferred tax 19.0 0.0 0.0 0.0
Long-term debt 12.3 10.2 138.7 138.7
Short-term loans 5.0 5.3 0.9 -1.7
less: Cash 1.7 0.9 0.9 0.9
less: Deposits 0.0 0.0 0.0 0.0
Invested capital 94.7 45.7 48.5 49.1
Fixed assets 4.1 3.4 5.7 5.4
Intangible assets 54.7 7.5 1.0 0.8
Goodwill 10.3 10.3 15.3 15.3
Inventories 19.6 19.0 20.0 21.0

Trade debtors 9.7 9.2 9.6 10.1

Other debtors 0.0 0.0 0.0 0.0

Tax credit/liability 5.5 4.9 4.9 4.9

Trade creditors -9.2 -9.7 -10.1 -10.7

Other creditors 0.0 0.0 0.0 0.0
Debtors less creditors 0.5 -0.5 -0.5 -0.5
Invested capital 94.7 45.7 48.5 49.1
Net (debt)/cash -15.6 -14.5 -13.6 -11.0

Source: Hardman & Co Research

Note: A large percentage (over two-thirds) of the warrants (over 29 million) are owned by institutional
holders/existing shareholders. These investors are likely to retain these shares - so there will not be the
entire 44 million flooding the market - only about 12% of the total share capital is likely to become liquid.
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Cashflow

>

Cash generated from operations before working capital movements amounted
to $4.8min 2018/19 ($3.8m in 2017/18).

Capital expenditure included work on the upgrading of the industrial laser
division proprietary software, demonstration equipment for the laser business
and the fit-out of the new European Technology centre. For 2019/20, lower
expenditure is forecast, as work is completed, with this declining trend
continuing in 2020/21.

Working capital management remains good, with solid control of both stock and
trade debtor levels.

The group’s cashflow in 2019/20 should benefit from the proceeds from the
sale of the Gamet Bearing business.

The restoration of the dividend realised a cash outflow in 2018/19 of $1.1m.
The group’s future dividend policy will reflect stability and growth in line with
earnings.

Cashflow

Year-end Mar ($m) 2018 2019 2020E 2021E
Trading profit 1.8 5.2 57 6.4
Depreciation 0.6 0.5 0.8 0.8
Amortisation 0.1 0.1 0.2 0.2
Working capital -1.7 1.6 -0.9 -1.0
Other 0.0 0.0 0.0 0.0
Company operating cashflow 0.8 7.4 57 6.3
Net interest -1.2 -1.1 -1.2 -1.0
Tax paid/received -0.2 -0.1 -0.3 -0.5
Operational cashflow -0.6 6.2 4.2 4.8
Capital expenditure (net) -0.7 -1.5 -1.0 -0.5
Sale of fixed assets 0.0 0.0 0.0 0.0
Free cashflow -1.3 4.7 3.2 43
Dividends 0.0 -1.1 -1.5 -1.7
Acquisitions 0.0 0.0 -7.0 0.0
Disposals 2.0 0.0 0.0 0.0
Other investments 0.0 -2.4 52 0.0
Cashflow after investments 0.6 1.2 -0.1 2.6
Share repurchases 0.0 0.0 0.0 0.0
Share issues 1.1 0.0 1.1 0.0
Change in net debt 0.3 1.2 1.0 2.6

Source: Hardman & Co Research
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Machine tools - close to an $80bn

industry

Growth driven primarily by the global

economy, and market for machine tools

expected to grow at over 2.3% in 2019

Commercial opportunities

Machine tool industry - growth still
healthy, despite trade war concerns

The worldwide machine tool industry was estimated by consultancy Oxford
Economics at nearly $79bn in annual sales in its Spring 2019 report. The market is
driven by the investment intentions of manufacturers, and is sensitive to changes in
the economic and financial climate. Demand responds to economic trends and
typically lags the main cycle of the economy.

Growth is driven primarily by the global economy. Most investment commentators
are still suggesting that the global economy will see synchronised growth across
almost all developed and emerging markets in the medium term.

Drivers of world machine tool consumption, 2017-22
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Global machine tools market projected to

grow to over $99bn by 2022

Source: Oxford Economics

According to Oxford Economics, the global market for machine tools is projected to
grow to over $99bn by 2022, driven by technology advancements and the
development of machine tools with robot-based automation features, in addition to
the development of flexible machine tools that offer unprecedented versatility and
productivity. The growth in the market will be supported by the fact that
manufacturing continues to exert a strong hold on the economic growth of
developed and developing nations alike. The scenario is nurturing the importance of
capital goods innovation, a fact that bodes well for the market, in terms of product
innovation, and consumer equipment replacements and upgrades.
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Demand driven by advances in industrial

technology

2018 growth peak; trade war effect

Growth forecast at around 5% p.a. over

the medium term

With healthy machine tool growth, margins

are set to improve

Specifically, demand for machine tool products is driven by advances in industrial
technology and the related demand for automated process improvements, as well
as factors such as production capacity utilisation and changes in governmental
policies regarding tariffs, corporate taxation, fluctuations in foreign currencies, and
other investment incentives. Other factors affecting demand include the following:
the need to continuously improve productivity and shorten cycle time; an aging
machine tool installed base, which will require replacement with more advanced
technology; and the declining supply of skilled machinists.

Despite the global industry slowdown, global economic fundamentals remain solid
and will support some growth, in spite of the intensifying trade frictions.
Manufacturing capacity constraints are providing strong support to business
investment, boosting production of capital goods.

However, trade protectionism, both actual and feared, is a major downside risk.
Indeed, there is potential for a much more serious trade conflict. This would have
profound implications for the industry. A loss of confidence undermines investment,
higher prices affect purchasing power, and exports fall below baseline projections
on the back of higher tariffs and slowing global demand.

On balance, Oxford Economics expects a modest deceleration in industrial growth.
For 2019, 600 Group forecasts 2.3% growth in machine tools globally, as global
trade slows and persistent trade policy headwinds weigh on industrial activity.

Machine tool industry outlook

2017 $bn 2017 % chg.  2018E % 2019E % 2020E %

chg. chg. chg.
China 30.0 9.4 -4.9 2.8 3.5
Japan 57 -4.1 18.3 3.4 0.2
Taiwan 1.8 8.0 18.8 -7.4 3.6
Other 7.8 n.a. n.a. n.a. n.a.
Total Asia 45.5 8.0 0.7 2.6 3.5
us 8.6 14.5 19.4 3.8 0.7
Americas 12.8 8.5 23.6 2.1 1.9
Germany 6.7 1.7 14.1 1.0 4.2
UK 0.7 1.5 138.2 -8.9 1.7
Other Europe 11.0 n.a. n.a. n.a. n.a.
Europe 20.2 7.1 16.2 1.4 3.4
Total World 78.4 7.8 6.8 2.3 3.5

Source: Oxford Economics, Hardman & Co Research

The group’s machine tools division operates from sites in the UK, the US and
Australia, and provides solutions for metal processing through the design and
development of machine tools sold under the brand names Colchester, Harrison and
Clausing. The business serves a broad customer base with a high degree of loyalty.
The top 10 customers represent less than 25% of revenues.

The division produced revenue growth of 3.3% in the 2018/19 period, reflecting a
significant improvement in the UK operations. The US business remained flat, and
the Australian operations saw growth of around 9%.
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UK business benefiting from restructuring The group’s UK machine tools operation has undergone some restructuring, with
further outsourcing of operations, and changes to the distribution network and
management team. The consequent reduction in overheads resulted in a 2018/19
operating margin of 8.1%, compared with 3.4% in 2017/18.

Furthermore, the UK business’s re-launch as ‘Colchester Machine Tool Solutions’
has given fresh impetus to the revised management team. The business is
developing new distributor relationships, and is expanding both its direct sales force
in the UK and its spares and service operation.

Machine tools - we forecast operating Sales and profitability for machine tools division

margin of 8.1% for full-year 2019/20, with Year-end Mar ($m) 2018 2019 2020E 2021E
a medium-term target of 10% Sales 43.2 44.6 45.9 47.3
Growth 6.5% 3.3% 3.0% 3.0%
Operating income 1.5 3.6 3.7 4.0
Operating margin 3.4% 8.1% 8.1% 8.5%

Source: Hardman & Co Research
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Industrial laser systems’
market drivers - regulation/traceability,

environmental, durability and cost

Laser marking market to see 7% growth in
2019

Laser products industry - still expanding

Industry use of industrial lasers for material processing has continued to expand
worldwide. Laser systems have now become a mainstream manufacturing process,
covering the areas of laser machining, including cutting and drilling, marking,
ablation, and a host of other niche applications.

Industry spending for the entire global industrial laser market continues to increase,
and reached a new estimated high of $4.6bn in 2018. Growth in the overall market
is estimated to rise by about 7% in 2019.

The laser marking and micro-materials subset is smaller than macro-materials
processing, but is still solidly producing mid-single-digit growth. This growth is
underpinned by enhanced performance in the speed, cost and quality of the systems
being implemented compared with other techniques, as well as by legislative
changes driving a requirement for greater traceability.

Laser marking opportunities by geography and industry
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Source: Industrial Laser Solutions, Hardman & Co Research

The laser marking segment did not produce any trend changes in 2018, and the
same mid-single-digit growth is expected in 2019.

The global laser marking machine market
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Source: Industrial Laser Solutions, Hardman & Co Research
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Current trading affected by trade war

concerns

US acquisition of CMS strengthens
competitive position of industrial laser

systems subsidiary

Transaction multiples attractive; deal is

earnings-enhancing

Global laser marking machine market by end-use

End User 2016 2018 2019 2021 2023 2024 20 lc:—c;:)?‘]
Mechine Tools 5614 6416 6828 7671 8541 5985 565%
gi";';';;m"' & a102 4728 505.2 5723 6426 6789 6.00%
Automotive 2606 3003 3208 3635 4081 4311 6.09%
Medical & Healthcare 2066 2838 3030 129 3845 4060 6.02%
Aerospace & Defense 1887 1044 2077 2354 2643 2792 6.00%
Packoging 1125 1316 1416 1627 1883 1971 6.83%
Others 861 7%3 816 95 1040 1100 6.47%
Total 182641 21007 22427 253684 28428 3,0008 6.00%

Nate: Other and users include apparel & clothing and architecture & designing.
Source: Annual Reports, Press Releases, Expert Interviews, Company Websites, and MarketsandMarkets Analysis

Source: Industrial Laser Solutions, Hardman & Co Research

As noted earlier, the use of industrial lasers for material processing has continued to
expand worldwide, providing a large and growing market opportunity, with laser
systems fast becoming a mainstream and integral manufacturing process, covering
the areas of laser machining, including cutting and drilling, marking, ablation, and a
host of other niche applications. To harness this opportunity, the division has
continued to upgrade its proprietary software to enhance its customer offering,
providing ever-more sophisticated, value-add and unique solutions to customers’
requirements.

The joint TYKMA ELECTROX brand now provides laser solutions that include
marking, engraving and micro-material processing, with around 15 different types
of machines. The division continues to develop new products, and has launched a
number of innovative new technologies, with further planned product releases in
the current financial year. Progress is also being made in export areas in Asia Pacific.
The business should benefit from the ongoing twin drivers of ink replacement, as
well as the need to provide parts traceability and a manufacturing audit trail for many
products.

The US acquisition of CMS strengthens the competitive position of the group’s
TYKMA industrial laser systems subsidiary. CMS provides turnkey, custom-designed
and fully automated laser process machines and systems. It has a diverse base of US
and international blue-chip customers, and industry-leading positions in the high-
growth precision medical equipment, pharmaceutical and aerospace sectors. The
acquisition will also provide cross-selling potential through the group’s established
sales platform and marketing capability.

The $10m consideration was part-funded from the group's cash resources, recently
boosted by monies from the recent pension scheme settlement, a new $3.25m five-
year term loan and $1m in new shares. The consideration represents transaction
multiples of around 0.9x sales and 5x EBITDA. We believe the deal to be immediately
earnings-enhancing (over 10%), even before any synergies or efficiency gains.

Divisional 2018/19 results revealed that US sales in the period suffered from a
slowing of customer orders in the industrial laser division - firstly because of
concerns over a global trade war and secondly because, while several large projects
were being quoted, none came to fruition.

18 July 2019
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Order book now up around 5%

Industrial lasers to see top-line growth of
10% p.a., with margins at close to 15%,
over the medium term, according to our

forecasts

However, quotation activity in this division has remained good. The division’s
combined order book is currently up around 5% compared with this time last year,
providing good revenue visibility. The industrial laser division should now see
underlying high single-digit sales increases in 2019/20 and close to double-digit
sales increases in the medium term. Underlying margins should see a small
improvement in 2019/20, and a further enhancement in the medium term,
according to our forecasts. The division will also benefit from the CMS acquisition,
augmented by revenue synergies and efficiency gains.

Sales and profitability for industrial laser division

Year-end Mar ($m) 2018 2019 2020E 2021E
Sales 20.8 20.6 30.5 35.2
Growth 13.9 -1.0 48.3 15.2
Operating income 2.1 2.6 3.8 4.6
Operating margin 10.1% 12.4% 12.5% 13.0%

Source: Hardman & Co Research

18 July 2019
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New product development, new market

entry

Competitive standing - SWOT analysis

Diversified company with good
competitive position
Broad/branded product portfolio
Good global product distribution
Loyal customer base - high
amount of repeat business

Solid financial position - emphasis
on working capital management,
pension fund surplus buyout
Experienced management

Exposed to Taiwanese geopoalitical
developments

Experienced, well resourced
competition in market place
Threat from lower performance
products

Brexit uncertaincy from UK-based
operations

Strategic positioning

The 600 Group has established itself with a focus on machine tools and laser
marking, with its current activities being operated by the group for over 25 years.
We do not see any change overall in corporate structure in the medium term, given
that the combined operations offer a degree of counter-cyclicality to the group as a
whole.

Consequently, the group’s strategic objective is to develop its individual businesses
through delivering products/services against lead times and quality standards that
meet or exceed the requirements of end-user customers.

The group will continue to pursue an active approach to new product development,
and foster relationships with chosen supply chain partners. Furthermore, it will
undertake design-led cost-reduction activities to maintain or improve its
competitiveness.

It also intends to further develop its business interests by securing and retaining the
right to be the producer of choice for distributors and adhering to a programme of
carefully targeted strategic acquisitions, joint ventures, licence agreements and
partnerships, especially in the high-growth industrial laser systems market.

= Conglomerate structure not
releasing inherent business value

= Scale disadvantage vs. larger
competitors

= Operates in cyclical markets

= Debt level high, although on
declining trend

= Product development within
existing markets

= Product extension into new
geographies/high-growth emerging
markets

= New product development in laser
markets

= Selected acquisitions/JVs in
industrial laser markets

= Dividend now restored
(enhancement possible)

Source: Hardman & Co Research
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600 Group - group activities

TWO REPORTING DIVISIONS

MACHINE TOOLS AND
PRECISION ENGINEERED COMPONENTS

INDUSTRIAL LASER SYSTEMS
(30% revenue, 42% operating profit)

(70% revenue, 58% operating profit)
‘ Elzq'__‘iit_a' ‘CH.EI'Q ‘ [Slarrison

Automotive Transport  Aerospace Oil & Gas Industrial Military/Defence  Education

TYKMA P ELECTROX Iggttml Micro

Industrial Laser Systems Bms

STRONG OPERATING BRANDS

DIVERSIFIED END MARKETS

LOYAL, BLUE CHIP
CUSTOMERS

BROAD PRODUCT PORTFLIO

GLOBAL DISTRIBUTION

NETWORK
REPUTATION FOR QUALITY KEY
¥ HEADQUATERS
EXTENSIVE CUSTOMER ® MAGHINE TOOLS \ 7
SERVICE OPERATION ® INDUSTRIAL LASER SYSTEMS At
EXPERIENCED o MAJOR DITRIBUTION PARTNERS (BY
MANAGEMENT COUNTRY)

Source: 600 Group

600 Group - group revenues by p t rang

 FY 19 % of total Revenues

o Metal turning

B Other machine tocls

m Workholding

m Machine Spares/service
W Lasers

m Laser spares and service

Source: 600 Group
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained
from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect of the
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-
disclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor's particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies
House with number 8256259.

(Disclaimer Version 8 - Effective from August 2018)

Status of Hardman & Co’s research under MiFID I

Some professional investors, who are subject to the new MIFID Il rules from 3rd January, may be unclear about the status of Hardman & Co research and,
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II.

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public...’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-

2016-2031.pdf

In addition, it should be noted that MiFID II's main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the
reader of our research to trade through us, since we do not deal in any security or legal entity.
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