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Ineffective capital allocation undermines value creation

We reiterate our BUY rating on QNS as we believe it is undervalued at a 2018F PER of 9x after
having fallen 43% over the past 12 months.

However, we raise our discount for a sum-of-part valuation from 20% to 30% due to QNS’s
continual capital misallocation with new investments in the sugar business.

Per our projections, QNS'’s return on invested capital (ROIC) will deteriorate from a peak of 36%

in 2015 to 19% in 2020.

e NPAT fell 15% YoY in Q1 2018 mainly due to the non-soymilk F&B segments. Meanwhile, QNS’s
soymilk sales were weak (-11% YoY), but its profit was cushioned by a GPM improvement.

e We expect growth to pick up in the following quarters as Vietnam’s milk consumption regains
strength while sugar sales volume will accelerate as dealers will likely stock up.

e Upside catalysts: (1) new launches in Q3 2018 to expand QNS’s soymilk portfolio and (2) potential
postponement of ASEAN-FTA commitments may bolster domestic sugar prices.

Soymilk sales should strengthen Q2-Q4 vs Q1 thanks to higher overall milk consumption
and new products in late Q3. Per Nielsen, Vietnam’s milk consumption fell 6% YoY in Q1 2018
in contrast to real retail sales growth of 8.6% in Q1 2018. Dairy companies have blamed this on a
long cold season in the North, which is QNS’s largest market. We believe milk consumption will get
back on track in the following quarters, although rising gasoline and pork prices should have a
negative knock-on effect on FMCG consumption. For QNS, its planned launch of new variants
starting from September 2018 should further bolster soymilk revenue in Q4 2018.

QNS to invest in a new Refined Extra (RE) sugar production line, continuing to drive down
ROIC. Management has committed to growing its legacy sugar business, approving capex of
USD63mn for new RE sugar capacity of 1,000 tonnes per day. Including this investment, QNS will
have spent a total of USD230mn on sugar and biomass businesses since 2014, equivalent to nearly
six years of profits. We understand management’s motive in building a retail sugar brand amid a
negative long-term outlook for wholesale sugar prices. However, we would rather see a scale-down
in this low-return but volatile business owing to its inferior cost competitiveness vs imported sugar.

Potential government protections may support domestic sugar prices in the medium term.
Industry players are hinting at (1) a potential delay of the removal of a sugar import quota, which
was supposed to come into effect in 2018, until YE2020; (2) a lesser reduction, or no reduction at
all, in out-of-quota import tariffs; and (3) a Government’s crackdown on smuggled sugar, especially
from Thailand. If these protections materialize, Vietham’s domestic sugar prices will likely continue
trading at a high premium vs global prices through 2020. In addition, sugar dealers will be
encouraged to stock up after having restrained their purchases YTD.
WWW.Vcsc.com.vn | VCSC<GO>
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Q1 2018 recap: broad-based sales softening

Figure 1: QNS’s Q1 2018 results

Q1 Q1
VND bn 2017 2018 YoY VCSC comments
Net revenue 1,831 1,597 7.1%

Sales suffered from subdued overall milk

consumption in Q1 2018. Dairy companies, such
Soymilk 742 659 -11% as Vinamilk and Moc Chau Milk, have pointed out
a long cold season in the North, which is QNS’s
biggest market, as a reason behind this.
External sales volume was relatively flat while
ASP slid more than 15% YoY because of declining
global sugar prices and pressure from the planned

Sugar 602 484 -20% reduction in import tariffs from 80% to only 5%
starting 2018 in accordance with the ASEAN FTA
agreement.

Others 487 454 7% Revenue dipped due to the low-margin
mechanical service segment.

Gross profit 418 407 -11%

GPM expansion driven by reductions in input

Soymilk 239 248 4% material costs, especially sugar, and thinner
depreciation as some fixed assets have been fully
depreciated.

GPM improved on lower costs of production

Sugar 82 76 7% thanks t.o favorable inputsugarcane.p.rices, Ia_rger
production volume and use of electricity provided
by QNS’s in-house biomass power plant.

Special Consumption Tax (SCT) for beer
increased from 60% to 65% in 2018, but QNS was

Others %8 83 -15% unable to raise prices amid heightened
competition from major brands.

Operating profit 227 191 -16%

PBT 239 209 -12%

NPAT 222 188 -15%

Source: QNS & VCSC

QNS’s sugar sales volume was flat in Q1 2018, despite a surge in production, as dealers
restrained purchases amid an anticipated import tariff reduction. QNS’s management expects
sugar production volume to jump 50% YoY in 2018 on the back of (1) surging input sugarcane
volume as a low sugar price environment weeds out small competitors whose factories are located
much farther from the An Khe plantation areas compared to QNS and (2) improved CCS thanks to
better automation and cultivation. However, as traders were anticipating further slides in sugar
prices given the impending import tariff reduction and subdued global sugar prices, buying demand
was muted in Q1 2018. Nevertheless, potential Government protections, which we detail further on
page 4, will likely encourage traders to stock up in H2 2018. Moreover, we assume that QNS wiill
undercut on prices to offload its inventory. Therefore, we are pencilling in a sharp spike in QNS’s
sugar sales volume in the last three quarters of 2018.

QNS’s sugar production cost outperformed our expectation thanks to improving
commercial cane sugar (CCS). Q1 2018 CCS exceeded 10, improving from 2017’s average of
9.7 thanks to favorable weather and increased automation. This, coupled with lower input
sugarcane prices and better plant utilization, will lead to a 29% decline YoY in production cost to
VND9,400/kg for QNS in 2018.

Due to prolonged commissioning, biomass power plant will start contributing in 2019
instead of 2018 as previously planned. Per management, the plant only finished its pilot run at
the end of April 2018. Given that this biomass plant, whose input materials are sugarcane bagasse,
operates in lockstep with sugar production from December to May, it is unlikely to make any
material revenue contributions to QNS in 2018.
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2018 outlook: we expect both soymilk and sugar sales to
recover in the remaining quarters

Figure 2: VCSC's 2018 forecasts

2018F 2018F 2018F new
VND bn 2017 (old) new) vs 2017 VCSC comments
Net revenue 7,644 8,290 7,974 4.3%
* We expect volume growth to step up in the remaining quarters
in conjunction with a recovery in Vietnam’s overall milk
Soymilk 3,899 4,133 4,055 4.0% consumption.
* New product launches planned in September 2018 should
support Q4 2018.

* External sales volume is projected to soar 54% YoY in 2018
bolstered by (1) a surge in secured sugarcane volume as a low
sugar price environment weeds out competitors whose factories
are located much farther from the An Khe plantation areas
compared to QNS and (2) improved CCS thanks to better
Sugar 1,867 2,126 1,943 12.1% cultivation.
* ASP is projected to nosedive 27% YoY in 2018 caused by
sluggish global sugar prices and weak buyer sentiment.
Furthermore, due to a large amount of sugar inventory as of Q1
2018, we believe QNS will aggressively compete on prices to
offload its inventory.
Beer 498 473 473 -5.0% QNS’s lack of competitive advantage amid stiff competition.
Revenue contribution is pushed out to 2019 as the plant only

Biomass 0 230 0 NM finished commissioning at the end of April 2018.

Others 1,380 1,328 1,364 -1.2% Smaller segments, including confectionery and mineral water.
Gross profit 2,023 2,160 2,145 6.0%

-Selling expenses -711 -744 -764 7.4%

-G&A expenses -166 -180 -173 4.3%

Operating profits* 1,146 1,236 1,207 5.4%

Soymilk 915 953 972 6.2% 1.4-ppt improvement in GPM thanks to favorable input prices and

lower depreciation, offset by higher SG&A for new products.
Improved cost of production, which is underpinned by reduced
Sugar 10 17 34 255.8% input sugarcane prices, better CCS and higher plant utilization,
will more than offset the slide in ASP.

Biomass 0 51 0 NM
Special Consumption Tax (SCT) for beer increased from 60% to

Beer 82 78 65 -20.8% 65% in 2018, but QNS was unable to raise prices amid
heightened competition from major brands.

Others 139 138 137 -1.8%  Smaller segments, including confectionery and mineral water.

Financial income 38 53 58 54.6%

e P 78 64 -90 16.0% We assumg QNS will raise d.ebt. for its newly approved
investment in a RE sugar production line.

Other income/losses 26 26 26 0.0%

PBT 1,131 1,251 1,201 6.2%
*Tax rate at the parent company will climb from 15% to 20%

. starting in 2018.

Corporate income tax -114 137 139 22.2% *\/inasoy Bac Ninh factory’s tax rate slated to advance to 10% in
2018 vs an estimated 7.5% in 2017.

NPAT * 1,018 1,114 1,062 4.4%

Soymilk 891 925 942 5.7%
Sugar is reported as loss-making at the bottom-line level

Slgar 123 .05 109 11.2% because of interes.t expenses from its bprrowings from the parer‘n
company. These interest expenses will not show up in QNS’s
consolidated P&L.

Biomass 0 51 0 NM

Beer 58 54 42 -26.6%

Others 192 180 188 -2.2%

Source: QNS, VCSC, *Historical figures are VCSC estimates
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Potential Government protections may cushion domestic
sugar prices in the medium term

Industry players are suggesting a high possibility of a postponement in the removal of a
sugar import quota and import tariff reduction. Per the ASEAN FTA, the sugar import quota will
be removed while the tariff on sugar imported into Vietnam is slated to ease from 80% pre-2018 to
5% starting in 2018. As we mentioned in our previous report, our industry sources attested that the
new tariff has not taken effect yet as the Prime Minister has not issued any official documents
regarding its implementation. Earlier this year, the Vietham Sugarcane and Sugar Association
(VSSA) lodged a request to the Prime Minister to ask for a postponement of the new tariff until
2020 and possibly 2022, among other proposals. According to QNS and SBT, two of the largest
sugar producers in Vietnam, there was a meeting recently between the Prime Minister and related
Ministries to discuss this request. The apparent conclusion was that the import quota may remain
in place until YE2020, while the out-of-quota import tariff for sugar may be either maintained at 80%
or reduced to only 40%-45%, instead of 5%. In addition, the Government will intensify its crackdown
on smuggled sugar. The Government has not announced any official decisions regarding this yet
but if it happens, this will likely lead domestic sugar prices to trade at a high premium to global
prices, as they did in the past. Furthermore, in the short term, sugar dealers will likely be
incentivized to stock up after having curbed their purchases YTD.

Having said that, a negative global sugar outlook should impose further pressure on
domestic prices. We remain conservative on QNS’s sugar ASP, pencilling in VND9,800/kg (-27%
YoY) in 2018, vs VND10,000/kg in April, as we assume QNS will undercut on prices in the
remaining months of 2018 to offload unsold inventory. Post-2018, we assume sugar ASP will slide
by 2% per annum owing to a bleak outlook for global sugar prices, which are being weighed on by
record production in India and Thailand.

Figure 3: Historical domestic RS sugar prices vs global prices (London #5)
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Source: Ministry of Agricultural and Rural Development, Investing.com, VCSC compilations

See important disclosure at the end of this document WwWWw.vVcsc.com.vn | VCSC<GO> June 14, 2018 | 4


http://www.vcsc.com.vn/

VIET CAPITAL i :0
SECURITIES
Figure 4: VCSC's sensitivity analysis for sugar 2018F EBIT
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New launches from competitors underscore the urgency
for QNS to innovate its soymilk portfolio

Two major dairy players in Vietnam, Vinamilk (VNM) and TH Milk, recently launched new soymilk
flavors and plant-based milk products at premium price points, which fits well with the rising health
awareness and premiumization trends among Vietnamese consumers. This underscores our
concern over QNS’s lagging product innovation, and we believe that QNS needs to deliver on its
planned September launches or its market share will be at risk.

VNM launched new walnut soymilk in Q1 2018. We notice intensive TV advertisement for this
product, whose selling price of USD1.5/liter is about 43% higher than Vinasoy (QNS’s premium
brand) and 75% higher than Fami (QNS’s mainstream brand, >95% of its sales volume).

Figure 5: VNM’s new walnut soymilk product
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TH Milk is pushing other plant-based milk products. TH Milk, a prominent liquid milk player,

launched walnut milk and macadamia milk in March 2018. Similar to Vinamilk’s walnut soymilk, TH
Milk’s new products are also priced in the premium range, amounting to USD3.0/liter.

Figure 6: TH Milk’s new plant-based products
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Valuation

Figure 7: Valuation summary

VND bn Method 2017E Target Equity VCSC comments

NPAT PER value
50% discount to VCSC'’s target
Soymilk PER 886 14.5 12,798 TTM PER for VNM due to its
inferior growth prospects.

Sugar Net tangible 1,622
asset value

Biomass DCF 1,606
Including beer, confectionary

Other businesses PER 222 10.0 2,224 and mineral water, whose
scale is small.

Net debt at parent company -672

Total equity value 17,578

Nudged up from 20% in the
previous report, as another

Discount 30% investment in sugar
underscores risks of capital
misallocation.

Target equity value 12,304
Qutstanding shares (mn)* 246
Target price (VND) 50,000
2017 PER @ TP 12.4x
2018F PER @ TP 12.1x

Source: VCSC, *excluding shares held by the wholly owned subsidiary Thanh Phat, which are considered as
treasury shares
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Figure 8: Peer comparables — soymilk

(USD mn) TTM Net 0 Debt/ 0

Company SEES YoY% Equity % ROE % UL

Inner Mongolia Yili

Industrial Group 600887 CH 30,1348  10,804.0 17.9 962.4 9.0 323 245 39.1 7.1
Co.

"C"E'JI'J';O'd'”gS 2269 JP 13,0373 11,1998  (0.1) 553.1 08 24.1 13.1 295 28
Vinamilk VNM VN 11,454.7 2,249.7 5.4 442.9 ©0.7) 23 35.8 28.7 10.1
Vitasoy

International 345 HK 3,448.4 776.2 10.8 714 (185) 7.8 222 74.6 103
Holdings Limited

g[)'ght Dairy & Food  ¢10667 o 2,135.7 3,217.5 41 852  (10.8) 52.3 105 315 25
MEGMILK SNOW 5570 3p 1,907.3 5,380.8 1.4 120.8 31 47.7 9.0 19.9 13
BRAND

Dutch Lady Mik 1 1 m 1,094.1 259.4 31 288  (184) - 75 403 316
Industries Berhad

PT. Ultrajaya Milk

Industry & Trading ~ ULTJ 1J 1,050.5 364.7 4.1 52.6 0.1 2.1 186 N/A 36
Co.

Median 2,792.0 2,733.6 4.1 103.0 (0.3) 15.9 204 315 5.3
Average 8,032.8 4,281.5 5.8 289.6 (4.4) 21.1 25.6 376 8.6

Source: Bloomberg

Figure 9. Peer comparables — sugar

(USD mn) TTMNEt oy 06 YoY % Debt/ poE%w  TTMPE

Company Sales Equity %

Sao Martinho SA  SMTO3 BZ 1,671.6 992.3 29.1 143.4 935 109.3 143 13.6 1.9
Khon Kaen Sugar KSL TB 428.9 475.5 (0.3 49.4 8.9 119.7 9.7 9.2 0.8
Thanh Thanh Cong gpr ) 341.4 416.5 122.4 21.1 42.2 139.7 7.4 14.1 1.2
Tay Ninh JSC

Thai Sugar TSTE TB 88.4 54.2 17 3.9 22.1 39.7 4.8 245 11
Terminal

Lam Son Sugar LSS VN 24.4 61.2 (43.7) 15 (77.5) 414 2.2 16.7 0.4
Median 341.4 4165 17 211 221 109.3 7.4 141 11
Average 510.9 399.9 21.9 43.9 17.9 90.0 7.7 15.6 1.1

Source: Bloomberg
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Recommendation History

Figure 10: Historical VCSC target price vs share price (adjusted for splits and stock
dividends).
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Financial Statements

INCOME STATEMENT (VND bn) 2017 2018F 2019F BALANCE SHEET (VND bn) 2017 2018F 2019F
Revenue 7,644 7,974 8,383 Cash & cash equivalents 628 470 446
COGS -5,621 -5,829 -6,034 Short term investment 651 651 651
Gross Profit 2,023 2,145 2,350 Accounts receivables 22 23 24
Selling exp, -711 -764 -775 Inventories 313 431 446
General & Admin exp, -166 -173 -182 Other current assets 294 294 294
Operating Profit 1,146 1,207 1,392 Total Current assets 1,907 1,868 1,860
Financial income 38 58 56 Fix assets, gross 8,024 9,513 11,082
Financial expenses -78 -90 -106 - Depreciation -3,172 -3,589 -4,112
In which, interest expense 77 -90 -106 Fix assets, net 4,852 5,923 6,970
Share profit/loss from associates 0 0 0 LT investment 0 0 0
Net other income/(loss) 26 26 26 LT assets other 240 240 240
Profit before Tax 1,131 1,201 1,368 Total LT assets 5,092 6,163 7,210
Income Tax -114 -139 -210 Total Assets 6,999 8,031 9,070
NPAT before Ml 1,018 1,062 1,158
Minority Interest 0 0 0 Accounts payable 538 479 496
NPAT less MI, reported 1,018 1,062 1,158 Short-term debt 1,404 1,767 1,995
NPAT less MI, adjusted 1,018 1,062 1,158 Other ST liabilities 403 403 403
EBITDA 1,560 1,625 1,915 Total current liabilities 2,345 2,649 2,895
EPS basic reported, VND 4,091 4,270 4,655 Long term debt 145 145 145
EPS fully diluted, VND 4,091 4,270 4,655 Other LT liabilities 27 27 27
Total Liabilities 2,517 2,822 3,067
RATIOS 2017 2018F 2019F Preferred Equity 0 0 0
Growth Paid in capital/lssued capital 288 288 288
Revenue growth 9.6% 4.3% 5.1% Add’l share capital/share premium 2,438 2,926 2,926
Operating profit (EBIT) growth -24.5% 5.4% 15.3% Retained earnings 2,206 2,446 3,240
PBT growth -26.7% 6.2% 13.9% Other equity -451 -451 -451
EPS growth, adjusted -28.8% 4.4% 9.0% Minority interest 0 0 0
Total equity 4,482 5,210 6,003
Profitability Liabilities & equity 6,999 8,031 9,070
Gross Profit Margin 26.5% 26.9% 28.0%
Operating Profit, (EBIT) Margin 15.0% 15.1% 16.6% CASH FLOW (VND bn) 2017 2018F 2019F
EBITDA Margin 20.4% 20.4% 22.8% Beginning Cash Balance 137 628 470
NPAT-MI Margin, adj 13.3% 13.3% 13.8% Net Income 1,018 1,062 1,158
ROE 24.2% 21.9% 20.7% Dep, & amortization 414 418 523
ROA 15.5% 14.1% 13.5% Change in Working Capital -13 -178 1
Other adjustments 166 0 0
Efficiency Cash from Operations 1,584 1,302 1,681
Days Inventory On Hand 27.0 23.3 26.5
Days Accts, Receivable 1.0 1.0 1.0 Capital Expenditures, net -867 -1,489 -1,569
Days Accts, Payable 32.9 31.8 29.5 Investments, net -96 0 0
Cash Conversion Days -4.8 -7.5 -1.9 Cash from Investments -963 -1,489 -1,569
Liquidity Dividends Paid -320 -334 -364
Current Ratio x 0.8 0.7 0.6 A in Share Capital 0 0 0
Quick Ratio x 0.7 0.5 0.5 A in ST debt -68 0 0
Cash Ratio x 0.3 0.2 0.2 A'in LT debt 226 363 229
Debt / Assets 22.1% 23.8% 23.6% Other financing cash flows 33 0 0
Debt / Capital 25.7% 26.8% 26.3% Cash from Financing -130 29 -136
Net Debt / Equity 6.0% 15.2% 17.4%
Interest Coverage x 15.0 13.3 13.1 Net Change in Cash 492 -158 -24
Ending Cash Balance 628 470 446

See important disclosure at the end of this document WwWWw.vVcsc.com.vn | VCSC<GO> June 14, 2018 | 9


http://www.vcsc.com.vn/

VIET CAPITAL (N
VCSC Rating and Valuation Methodology

Absolute, long term (fundamental) rating: The recommendation is based on implied total return for the stock defined as
(target price — current price)/current price + dividend yield, and is not related to market performance,

RATING DEFINITION

BUY Total stock return including dividends over next 12 months expected to exceed 20%
Total stock return including dividends over next 12 months expected to be positive
10%-20%

Total stock return including dividends over next 12 months expected to be between

negative 10% and positive 10%

Total stock return including dividends over next 12 months expected to be negative

10%-20%

Total stock return including dividends over next 12 months expected to be below

negative 20%

NOT RATED The company is or may be covered by the Research Department but no rating or
target price is assigned either voluntarily or to comply with applicable regulation
and/or firm policies in certain circumstances, including when VCSC is acting in an
advisory capacity in a merger or strategic transaction involving the company,

RATING SUSPENDED A rating that happens when fundamental information is insufficient to determine an
investment rating or target, The previous investment rating and target price, if any,
are no longer in effect for this stock,

OUTPERFORM (O-PF)
MARKET PERFORM (M-PF)
UNDERPERFORM (U-PF)

SELL

Unless otherwise specified, these performance parameters only reflect capital appreciation and are set with a 12-month
horizon, Future price volatility may cause temporary mismatch between upside/downside for a stock based on market price
and the formal recommendation, thus these performance parameters should be interpreted flexibly,

Risks: Past performance is not necessarily indicative of future results, Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related instrument mentioned in this report, For investment advice, trade
execution or other enquiries, clients should contact their local sales representative.
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1, Dao Nguyen, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or
issuers, | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report, The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include
revenues from, among other business units, Institutional Equities and Investment Banking,

VCSC and its officers, directors and employees may have positions in any securities mentioned in this document (or in any
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by VCSC issued by VCSC has been prepared in accordance with VCSC’s policies for managing conflicts of interest arising as a result of
publication and distribution of investment research, Many European regulators require a firm to establish, implement and maintain such a
policy, This report has been issued in the U,K, only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"), This document must not
be acted on or relied on by persons who are not relevant persons, Any investment or investment activity to which this document relates is
only available to relevant persons and will be engaged in only with relevant persons, In other EEA countries, the report has been issued to
persons regarded as professional investors (or equivalent) in their home jurisdiction, Australia: This material is issued and distributed by
VCSC in Australia to "wholesale clients" only, VCSC does not issue or distribute this material to "retail clients", The recipient of this material
must not distribute it to any third party or outside Australia without the prior written consent of VCSC, For the purposes of this paragraph the
terms "wholesale client" and "retail client" have the meanings given to them in section 761G of the Corporations Act 2001, Hong Kong: The
1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16,5(a) of the Hong Kong Code of Conduct
for Persons Licensed by or Registered with the Securities and Futures Commission, (For research published within the first ten days of the
month, the disclosure may be based on the month end data from two months prior,) Japan: There is a risk that a loss may occur due to a
change in the price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share
trading, In the case of share trading, VCSC will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the
executed price by the commission rate which was individually agreed between VCSC and the customer in advance, Korea: This report may
have been edited or contributed to from time to time by affiliates of VCSC, Singapore: VCSC and/or its affiliates may have a holding in any
of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important
Disclosures section above, India: For private circulation only, not for sale, Pakistan: For private circulation only, not for sale, New Zealand:
This material is issued and distributed by VCSC in New Zealand only to persons whose principal business is the investment of money or who,
in the course of and for the purposes of their business, habitually invest money, VCSC does not issue or distribute this material to members
of "the public" as determined in accordance with section 3 of the Securities Act 1978, The recipient of this material must not distribute it to
any third party or outside New Zealand without the prior written consent of VCSC, Canada: The information contained herein is not, and
under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein,
or solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof, Any offer or sale of the securities
described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from
the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made, The information
contained herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to
the needs of the recipient, To the extent that the information contained herein references securities of an issuer incorporated, formed or
created under the laws of Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer
registered in Canada, No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon
these materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is
an offence, Dubai: This report has been issued to persons regarded as professional clients as defined under the DFSA rules, United States:
This research report prepared by VCSC is distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under
the Securities Exchange Act of 1934, as amended) only by Decker&Co, LLC, a broker-dealer registered in the US (registered under Section
15 of Securities Exchange Act of 1934, as amended), All responsibility for the distribution of this report by Decker&Co, LLC in the US shall
be borne by Decker&Co, LLC, All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the
US, This report is not directed at you if VCSC Broker or Decker&Co, LLC is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you, You should satisfy yourself before reading it that Decker&Co, LLC and VCSC is permitted to
provide research material concerning investment to you under relevant legislation and regulations,
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