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2Q23 Preview - Growth to
accelerate, backed by CCC
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o Industry View

No Rating

@ Price Target
SAR 295.00

Our 2Q forecasts are in-line with consensus on revenue and
slightly below on EBITDA.

Solutions by STC (7202.SE)
Price Target

From To
SAR287.00 SAR295.00

WHAT'S

CHANGED

Growth to accelerate to ~30%: We forecast c. 30% growth, to SAR 2.7bn in
revenue in 2Q, though largely driven by M&A contribution (from the closed deals
of Giza and Contact Center Company). On an organic basis, we forecast 2Q
growth at c. 9%, in-line with our c. 9% estimate that Solutions delivered in 1Q. We
forecast a 15% stated EBITDA margin, with EBITDA of SAR 407m. Our revenue
and EBITDA forecasts are 1/3% below consensus for 2Q. On a full-year basis, our
revenue forecast of c. SAR 11bn is in-line with consensus (+25% y/y), with our adj.
EBITDA forecast of SAR 1.62bn c. 2% below consensus, and reflecting a 14.8%
margin (consensus 15.1%, guidance 13-15%).

Notable events during 2Q:

o Raising forecasts for ITMOS contract win: Solutions announced in June
that they had won a new contract with the National Center for
Government Resources (NCGR) to execute a unified operations managed
services project. The contract duration is 42 months and carried a contract
value of SAR 444m, the impact starting in 3Q23. We estimate the majority
of this contract will be booked within Solutions' IT Managed & Operations
Services segment (barring a small portion which will initially be within Core
ICT Services to perform initial integration). This suggests a c. SAR 127m run-
rate of revenue per annum of the contract life. While not significantly
material, we estimate this adds a point to growth through the ramp-up
phase of the contract and we increase our ITMOS organic revenue
forecasts by mid-single-digit % over this period.

o Signing a binding offer to acquire 40% of Devoteam Middle East: In June,
Solutions announced it had signed a binding offer with Devoteam SAS and
ORTLL Investment Limited to acquire 40% ownership in Devoteam Middle
East, a specialised digital consultancy and transformation services firm. The
deal is subject to regulatory approvals, and would imply a 100%
enterprise value of SAR 742m. We do not incorporate this into our

numbers yet, pending deal closure, though note that (given the 40%
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intended holding), this would be consolidated as an associate in Solutions'

P&L.

Price target raised to SAR 295: Our FY24-26 forecasts are raised c. 1-3% across

FY23-26, incorporating the above contract and reflecting minor changes

elsewhere. Our DCF-derived price target tracks higher to SAR 295 (from SAR
287). At SAR 320, Solutions trades on c. 27x FY24e adj. P/E, for a c. 8% FY24-26e
revenue CAGR, a c. 9% CAGR on adj. EPS. We forecast adj. EPS of SAR

10.87/11.76/12.74/13.92 for FY23/24/25/26 respectively.

Exhibit 1: 2Q23 Preview

Ms Consensus Ms Consensus
SARm, Y/E 31 Dec 2Q23e 2q23e  MPeVECon FY23e FY23e Mse vs. Cons
Core ICT Services 1,340 5,637
y/y growth (%) 25% 18%
IT Managed and Operational Services 869 3,344
y/y growth (%) 49% 44%
Digital Services 500 1,984
y/y growth (%) 15% 16%
Total revenue 2,709 2,728 -0.7% 10,964 10,973 -0.1%
y/y growth (%) 30% 31% 25% 25%
y/y org. growth (%) 9% 10%
Stated EBITDA 407 421 -3.2% 1,623 1,652 -1.8%
% of sales 15.0% 15.4% 14.8% 15.1%
Adjusted EBIT 349 1,419
% of sales 12.9% 12.9%
Stated net income 311 334 -6.6% 1,218 1,314 -7.3%
Adj. net income 321 1,304
FCF 265 1,027

Source: Visible Alpha consensus, Morgan Stanley Research estimates

UPDATE
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Risk Reward — Solutions by STC (7202.SE)

Valuation captures Solutions' KSA ICT services market leadership position

PRICE TARGET SAR 295.00

We value Solutions by STC with a 10-year DCF, using a WACC of 8.5%, and a 2.5% terminal

growth rate.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research
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Source: Refinitiv, Morgan Stanley Research

BULL CASE SAR 396.00

Double-digit organic growth momentum

As was the case over FY19-22, Solutions
continues to win large new ICT contracts,
driving growth materially above the
company's guidance. we forecast c. 28%
total growth in FY24 and c. 16% in FY24 (vs.
10.5% in our base case). Operating leverage
drives adj. EBIT margins higher and
Solutions sustains >12% margins through
the mid-term, and reaches >14.5% in
terminal state. The FY23-26 revenue growth
CAGR is c. 13%, c. 6.5% FY27-33. Our bull
case equals c. 30x FY24 adj. P/E, or c. 3.4x
EV/Sales.

BASE CASE SAR 295.00
Growth in-line with the market

After MSe c. 17% org. growth in FY22,
Solutions continues to deliver strong
growth. We forecast c. 9% org. for FY23
(25% total growth), c. 9% for FY24. Adj.
EBIT margins compress vs. FY22 levels,
reflecting M&A impacts and project mix. Adj.
EBIT margins ease from 13.2% in FY22 to
12.9% in FY23. The FY27-33 revenue growth
CAGR is c. 6%. Adj. EBIT margins improve
gradually, towards ~13.5% in terminal state.
Our base case equals c. 25x FY24 adj. P/E, c.
2.6x EV/sales.

UPDATE

EQUAL-WEIGHT THESIS

m Strongly positioned to help enable KSA
Vision 2030 by enabling technology
adoption in the public and private sectors.
= We forecast Solutions to grow revenues
organically at a c. 9% CAGR FY23-26,
slightly ahead of its underlying market
growth rate. In the context of IT services,
this represents a relatively high rate of
growth, reflecting KSA's earlier positioning
on the IT adoption maturity curve.

® We continue to expect some cost re-
emergence post COVID-19 pandemic and
gross margin volatility (as has historically
been the case). We expect adj. EBIT margins
to remain broadly around c. 12.5% .

= We see the current valuation as fairly
capturing the baseline growth opportunity.

Consensus Rating Distribution

] 45% Overweight
o IS 45% Equal-weight

| 9% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Secular Growth: Positive

View descriptions of Risk Rewards Themes here

BEAR CASE SAR 175.00

Increased competition drives below-market
growth

Beyond FY23 (where stated growth is 18%),
Solutions' top-line growth moderates below
the wider market at, driven by increased
competition. Adj. EBIT margins compress to
<12% in FY22, and to around 10% in terminal
state, as mix shift weighs, currently higher-
margin work commoditises, and margin
improvements in more nascent divisions (e.g.
digital) proves relatively limited. The FY23-
26 revenue CAGR is c. 6.5%, c. 3% FY27-33.
Our bear case represents c. 17.5x FY24 adj.
P/E, or c. 1.6x EV/Sales.


https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/RR_Themes_Exhibit_Link.pdf
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Risk Reward — Solutions by STC (7202.SE)

KEY EARNINGS INPUTS

Drivers 2022 2023e
Group y/y revenue growth (%) 22.2 23.8
Group adj. EBIT margin (%) 13.2 12.9

INVESTMENT DRIVERS

« Large new contract wins

« Relative growth of high versus low margin
business segments

« Expansion of activities in private sector end
market

+ M&A inside KSA or in other GCC countries

« Delivery quality on large contracts already being

serviced
o 2Q23 results

GLOBAL REVENUE EXPOSURE
MEA

® 100%

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
2/5  3Month
MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

2024e 2025e
10.5 8.6
12.6 12.4

RISKS TO PT/RATING
RISKS TO UPSIDE

« New contract wins particularly with the KSA
government

« International expansion into other GCC
countries in the mid-term

« Bolt-on M&A

RISKS TO DOWNSIDE

« Slowdown in contract wins or contract losses
once they reach the end of their term

« Weaker than expected delivery on existing

large contracts leading to margin compression

Impairments/provisions on contracts/inventory

« Longer working capital cycles than expected

OWNERSHIP POSITIONING

Inst. Owners, % Active 57.8% .
HF Sector Long/Short Ratio 2x [ |
HF Sector Net Exposure 7% .

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

UPDATE

MS ESTIMATES VS. CONSENSUS

FY Dec 2023e

Sales /
Revenue
(SAR, mn)

EPS
(SAR)

Source: Refinitiv,

10,901
10,252 > 11,478
10.81
9.17 L 11.90

Mean @ Morgan Stanley Estimates
Morgan Stanley Research


https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/GEG_Exhibit_Link.pdf
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Financial forecasts

Exhibit 2: Income statement

Profit & Loss FY FY FY FY FY FY FY FY FY
YE 31st Dec - SARm 2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E
Total revenues 4,041 5,257 6,891 7,816 2,243 10,964 12,190 13,250 14,313
yly growth (%) 30.1% 31.1% 13.4% 20.1% 24.5% 11.2% 8.7% 8.0%
yly cc growth (%) 30.1% 31.1% 134% 20.1% 24.9% 11.2% 87% 80%
yly org. growth (%), (ex FX, ex M&A) 30.1% 31.1% 134% 20.1% 10.0% 9.5% 87% 80%
yly org. growth (%), (ex M&A, ex-out not PF) 30.1% 31.1% 13.4% 20.1% 11.7% 11.2% 8.7% 8.0%
Cost of sales (3,076) (4,410) (5,469) (6,108) (1,749) (8,529) (9,496) (10,335) (11,164)
Stated gross profit 965 847 1,422 1,708 494 2,436 2,694 2,915 3,149
as % of sales 23.9% 16.1% 20.6% 21.9% 22.0% 22.2% 22.1% 22.0% 22.0%
Adj. selling and distribution expenses (113) (158) (159) (196) (58) (304) (347) (388) (415)
yly growth 39.4% 1.0% 23.1% 38.4% 23.6% 14.1% 11.6% 7.1%
as % of sales -2.8% -3.0% -2.3% -2.5% -2.6% -2.8% -29% -29% -29%
Adj. general and administration expenses (273) (357) (429) (450) (121) (708) (817) (881) (945)
yly growth 31.0% 20.3% 4.8% 27.0% 17.9% 15.4% 7.9% 7.2%
as % of sales -6.7% -6.8% -6.2% -5.8% -54% -6.5% -6.7% -6.7% -6.6%
Net impairments/provisions in COGS 13 (32) (14) (11) (26) 5 - - -
Net impairments/provisions below COGS 7) 15 (77) (163) 2 (50) - - -
Other income/(losses) 6 74 )] 2 1) (29) - - -
Amortisation of acquired intangibles - - - - - (24) (24) (24) (24)
Stated EBIT 572 348 757 899 313 1,350 1,506 1,622 1,765
as % of sales 14.2% 6.6% 11.0% 11.5% 14.0% 12.3% 124% 122% 12.3%
Adjusted EBIT 567 365 848 1,073 3 1,419 1,530 1,646 1,789
as % of sales 14.0% 6.9% 12.3% 13.7% 15.2% 12.9% 12.6% 12.4% 12.5%
D&A 43 92 105 208 55 272 301 329 346
as % of sales 1.1% 1.8% 1.5% 2.7% 2.5% 2.5% 2.5% 2.5% 2.4%
o/w. normal depreciation (MSe) 30 54 55 155 42 183 195 199 200
as % of sales 0.7% 1.0% 0.8% 2.0% 1.9% 1.7% 1.6% 1.5% 1.4%
o/w. lease depreciation - 17 19 17 4 22 24 27 29
o/w. amortisation 13 21 31 35 9 45 58 80 93
as % of sales 0.3% 0.4% 0.4% 04% 0.4% 0.4% 0.5% 0.6% 0.7%
o/w. ppa of intangibles - - - - - 24 24 24 24
Stated EBITDA 614 440 862 1,107 368 1,623 1,807 1,952 2,112
as % of sales 15.2% 84% 12.5% 14.2% 16.4% 14.8% 14.8% 14.7% 14.8%
Adjusted EBITDA 610 457 953 1,281 396 1,668 1,807 1,952 2,112
as % of sales 15.1% 87% 13.8% 16.4% 17.7% 15.2% 14.8% 14.7% 14.8%
Net finance income/(expense) 30 13 (1) 3 4 51 36 50 66
Stated PBT 608 435 754 904 316 1,372 1,542 1,673 1,831
Adj. PBT 597 377 847 1,076 345 1,470 1,566 1,697 1,855
Stated tax (Zakat) (52) 41) (52) (71) (34) (142) (139) (151) (165)
Tax rate % of stated PBT -8.5% -9.4% -6.9% -7.9% -10.6% -137% -9.0% -9.0% -9.0%
Adjusted tax (Zakat) (51) (36) (58) 87) 37) (154) (141) (153) (167)
Tax rate % of adj. PBT -8.5% -9.4% -6.9% -8.1% -10.6% -137% -9.0% -9.0% -9.0%
NCls - - - - - (12) (14) (16) (18)
Stated net income 556 394 702 833 283 1,218 1,390 1,507 1,649
Adj. net income 546 342 788 989 309 1,304 1,411 1,528 1,671
Average diluted SlI 120 120 120 120 120 120 120 120 120
Adj. diluted EPS 4.55 285 6.57 8.24 2.57 10.87 11.76 12.74 13.92

Source: Company data, Morgan Stanley Research estimates
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Exhibit 3: Balance sheet

Balance Sheet FY FY FY FY FY FY FY FY FY
YE 31st Dec - SARm 2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E
Accounts receivable 1,829 2,635 2,804 3,021 3,240 4,974 4911 5,330 5,741
As % annualised sales 45% 50% 41% 39% 36% 45% 40% 40% 40%
Receivables days 165 days 155 days 144 days 136 days 0days 155 days 148 days 141 days 141 days
Prepayments and other assets 301 157 157 288 151 286 312 339 367
As % annualised sales 7% 3% 2% 4% 2% 3% 3% 3% 3%
Contract assets 868 1,166 1,505 1,256 1,584 1,601 2,169 2,360 2,551
As % annualised sales 21% 22% 22% 16% 18% 15% 18% 18% 18%
Other current assets 140 151 112 274 4 240 249 271 293
As % annualised sales 3% 3% 2% 1% 1% 2% 2% 2% 2%
Total current assets 3,138 4,109 4,578 4,839 5,030 7,101 7,640 8,300 8,952
Accounts payable 1,236 1,458 1,974 1,931 1,938 3,202 3,428 3,662 3,930
As % annualised sales -31% -28% -29% -25% -22% -29% -28% -28% -27%
Deferred revenue 988 1,427 1,705 2,277 2,286 3,202 3,303 3,594 3,849
As % annualised sales -24% -27% -25% -29% -25% -29% -27% -27% -27%
Contract liabilities 336 452 336 354 364 629 715 795 880
As % annualised sales -8% -9% -5% -5% -4% -6% -6% -6% -6%
Other current liabilities 9 40 53 72 106 114 125 136 147
As % annualised sales -2% -1% -1% -1% -1% -1% -1% -1% -1%
Total current liabilities 2,659 3,377 4,068 4,634 4,695 7,147 7,570 8,186 8,805
Net working capital 480 732 509 204 335 (46) 70 113 147
As % annualised sales 12% 14% 7% 3% 4% 0% 1% 1% 1%
LT equity investments 0 - - - - 4 4 4 4
Intangible assets 64 104 N 98 100 760 760 760 760
Tangible assets 102 167 594 551 516 390 363 332 308
Other non-current assets 23 84 79 78 75 46 46 46 46
Total non-current assets 189 354 764 726 691 1,200 1,173 1,142 1,118
Cash & equivalents 892 414 993 1,608 1,803 806 1,436 2,207 3,072
ST investments 230 - - - - 2,450 2,450 2,450 2,450
ST debt - - - - - 243 243 243 243
LT debt - - - - - 502 502 502 502
Net cash/(debt) 1,123 414 993 1,608 1,803 2,511 3,141 3,913 4,778
End of service indemnities 126 189 295 237 266 286 284 271 242
Lease liabilities - 54 48 31 29 12 12 12 12
Other non-current liabilities - - - - - 16 16 16 16
Share capital 100 100 1,200 1,200 1,200 1,200 1,200 1,200 1,200
Retained eamings 1,515 1,079 610 960 1,243 2,056 2,791 3,602 4,519
Other equity 50 78 113 111 92 60 32 2 (30)
NCI - - - - - 36 50 65 83
Total equity 1,665 1,257 1,924 2,271 2,535 3,352 4,073 4,869 5,772
Total assets 4,450 4,877 6,335 7,173 7,524 11,557 12,700 14,099 15,592
Total liabilities and equity 4,450 4,877 6,335 7,173 7,524 11,557 12,700 14,099 15,592

Source: Company data, Morgan Stanley Research estimates
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Exhibit 4: Cash flow statement

Cash Flow Statement FY FY FY FY FY 24 24 24 24
YE 31st Dec - SARm 2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E
P&L PBT 608 435 754 904 316 1,372 1,542 1,673 1,831
D&A and impairments 43 92 109 209 55 272 301 329 346
as a %of sales 1.1% 1.8% 1.6% 2.7% 2.5% 2.5% 2.5% 2.5% 24%
Employee benefits expense 53 7 0 60 14 62 67 72 78
Other impairments/provisions 2 17 91 174 28 45 - - -
Other non-cash add-backs - (72) - ) - - - - -
Other operating cash flows - - - - - - - - -
Net finance expense add-back (30) (13) 1 ®)) 4) (51) (36) (50) (66)
Change in receivables (870) (805) (218) (368) (222 (664) 63 (419) (411)

% of sales -21.5% -15.3% -32% -4.7% -9.9% -6.1% 0.5% -32% -29%
Change in prepayments/other assets (164) 122 1 (143) 137 (85) (26) (27) (28)

% of sales -4.1% 2.3% 0.0% -1.8% 6.1% -0.8% -0.2% -0.2% -0.2%
Change in contract assets (15) (290) (336) 248 (328) (324) (568) (191) (192)

% of sales -0.4% -5.5% -4.9% 32% -14.6% -30% -4.7% -1.4% -1.3%
Change in payables 429 191 492 (36) (16) 610 226 234 268

% of sales 10.6% 36% 7.1% -0.5% -0.7% 5.6% 1.9% 1.8% 1.9%
Change in deferred revenue 507 439 278 572 10 (64) 101 291 255

% of sales 12.6% 83% 4.0% 7.3% 0.4% -0.6% 0.8% 22% 1.8%
Change in contract liabilities (312 116 (116) 18 10 141 86 80 85

% of sales -7.7% 22% -1.7% 0.2% 0.5% 1.3% 0.7% 0.6% 0.6%
Other working capital changes (87) (26) 30 (185) 213 21 1 (11) (11)

% of sales -22% -0.5% 04% -24% 9.5% 0.2% 0.0% -0.1% -0.1%
Net change in WC (512) (253) 131 107 (195) (367) (116) (43) (33)
as a %of sales -127% -4.8% 1.9% 1.4% -8.7% -3.3% -1.0% -0.3% -0.2%
Net interest paid 31 16 2 3 4 61 36 50 66
Tax paid 27) (100) (39) (52) - (95) (139) (151) (165)
End of service payments 9) (16) (20) (33) (12) (57) (68) (85) (107)
Cash from operating activities 160 183 1,119 1,379 215 1,245 1,587 1,795 1,951
Net capital expenditure (133) (179) (536) (155) (19) (192) (274) (298) (322)
as a %of sales 33% 34% 7.8% 2.0% 0.8% 1.8% 2.3% 2.3% 2.3%
Total capex (133) (179) (536) (155) (19) (192) (274) (298) (322)
as a %of sales 33% 34% 7.8% 2.0% 0.8% 1.8% 2.3% 2.3% 2.3%
Share issue / (repurchase) - - - - - - - - -
Cash dividends paid (300) (800) - (400) - (595) (654) (696) (732)
Net disposals / (acquisitions) - 100 - - - (450) - - -
Lease repayments - (13) 4) (29) (1) (26) (28) (30) (32)
Other financing cash flows - - - (181) - - - - -
Other investing cash flows 570 230 - - - 251 - - -
Issue of debt - - - - - 48 - - -
Repayment of debt - - - - - - - - -
Cash FXimpact - - - - - (19) - - -
FCFE 27 9) 579 1,195 196 1,015 1,271 1,452 1,579
as %ofad. EBIT 4.8% -23% 68.3% 111.4% 57.4% 71.5% 831% 88.2% 88.2%
yly growth (%) -131.5%  -6909.5% 106.4% -35.9% -48.0% 25.3% 14.2% 8.8%
as % of sales 0.7% -0.2% 84% 15.3% 87% 9.3% 10.4% 11.0% 11.0%
FCFF 4 (12) 594 1,224 204 1,021 1,316 1,501 1,636
as %ofad. EBIT 0.8% -34% 70.1% 114.0% 59.8% 72.0% 86.0% 91.1% 91.4%
yly growth (%) -383.8%  -4939.1% 105.8% -35.5% -48.5% 28.8% 14.1% 9.0%
as %of sales 0.1% -0.2% 8.6% 15.7% 9.1% 9.3% 10.8% 11.3% 11.4%

Source: Company data, Morgan Stanley Research estimates



Morgan Stanley | researcs

Disclosure Section

The information and opinions in Morgan Stanley Research were prepared or are disseminated by Morgan Stanley Europe S.E., regulated by Bundesanstalt
fuer Finanzdienstleistungsaufsicht (BaFin) and/or Morgan Stanley & Co. Intemational plc, authorized by the Prudential Regulation Authority and regulated by
the Financial Conduct Authority and the Prudential Regulation Authority. Morgan Stanley & Co. Intemational plc disseminates in the UK research that it has
prepared, and which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article 19(5) of the Financial
Senices and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (i) are persons who are high net worth entities falling within
Article 49(2)(a) to (d) of the Order; or (jii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of
the Financial Senices and Markets Act 2000, as amended) may otherwise lawfully be communicated or caused to be communicated. As used in this
disclosure section, Morgan Stanley includes RMB Morgan Stanley Proprietary Limited, Morgan Stanley Europe S.E., Morgan Stanley & Co Intemational plc
and its affiliates.

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.

For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client
Support Team as follows: US/Canada +1 800 303-2495; Hong Kong +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169;
Singapore +65 6834-6860; Sydney +61 (0)2-9770-1505; Tokyo +81 (0)3-6836-9000. Alternatively you may contact your investment representative or Morgan
Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.

Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they

have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Henrik
Herbst; Mark Hyatt; George W Webb; Adam Wood.

Global Research Conflict Management Policy

Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies. A Portuguese version of the policy can be found at www.morganstanley.com.br

Important Regulatory Disclosures on Subject Companies

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and owerall investment banking
revenues. Equity Research analysts' or strategists' compensation is not linked to investment banking or capital markets transactions performed by Morgan
Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments cowvered in Morgan Stanley Research, including market making, providing
liquidity, fund management, commercial banking, extension of credit, investment senices and investment banking. Morgan Stanley sells to and buys from
customers the securities/instruments of companies cowvered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt
of the Company or instruments discussed in this report. Morgan Stanley trades or may trade as principal in the debt securities (or in related derivatives) that
are the subject of the debt research report.

Certain disclosures listed abowe are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of
buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research
contains more complete information conceming the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and not infer the
contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a
stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

(as of June 30, 2023)

The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of
Owerweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cower. Overweight,
Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below).
To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond Equal-weight and
Not-Rated to hold and Underweight to sell recommendations, respectively.



Morgan Stanley | researcs
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CLIENTS (MISC)
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circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation
of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be
realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
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The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading
and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists'
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular
trading desks.
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presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site \visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan
Stanley Taiwan Limited ("MSTL"). Such information is for your reference only. The reader should independently evaluate the investment risks and is solely
responsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without
the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article 7-1 of the Taiwan Stock Exchange Recommendation
Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party (including but not
limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or
give the appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is
not to be construed as a recommendation or a salicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these
securities/instruments.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does
not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall hawe the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, \erifications and/or registrations from the relevant governmental
authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision of any consultancy or advisory senice of securities
investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, S&o Paulo - SP,
Brazil; and is regulated by the Comissao de Valores Mobiliarios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by
Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by
Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong
by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley
Asia (Singapore) Pte. (Registration number 1992062982) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H),
regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters
arising from, or in connection with, Morgan Stanley Research) and by Morgan Stanley Bank Asia Limited, Singapore Branch (Registration number
T14FC0118J); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734
576, holder of Australian financial senices license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of
Australian financial senices license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co Intemational plc, Seoul
Branch; in India by Morgan Stanley India Company Private Limited having Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the
Securities and Exchange Board of India (“SEBI”) and holder of licenses as a Research Analyst (SEBI Registration No. INHO00001105); Stock Broker (SEBI
Stock Broker Registration No. INZ2000244438), Merchant Banker (SEBI Registration No. INM000011203), and depository participant with National Securities
Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at 18th Floor, Tower 2, One World Center, Plot- 841, Jupiter Textile
Mill Compound, Senapati Bapat Marg, Lower Parel, Mumbai 400013, India Telephone no. +91-22-61181000; Compliance Officer Details: Mr. Anil Shenoy, Tel.
No.: +91-22-61181000 or Email: Anil.Shenoy@morganstanley.com; Grievance officer details: Mr. Anil Shenoy, Tel. No.: +91-22-61181000 or Email: msic-
compliance@morganstanley.com; in Canada by Morgan Stanley Canada Limited; in Germany and the European Economic Area where required by Morgan
Stanley Europe S.E., authorised and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by
Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. Intemational plc, authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, disseminates in the UK research that it has prepared, and
research which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article 19(5) of the Financial
Senices and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (i) are persons who are high net worth entities falling within
Article 49(2)(a) to (d) of the Order; or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of
the Financial Senices and Markets Act 2000, as amended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley
Proprietary Limited is a member of the JSE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary Limited is a joint venture owned equally by Morgan
Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. The information in Morgan
Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in the Kingdom of Saudi Arabia, and is
directed at Sophisticated investors only.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (DIFC Branch), regulated by the Dubai
Financial Senices Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial senices to
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client. A
distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available upon request
from your sales representative.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (QFC Branch), regulated by the Qatar
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail
Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of
investment advisory activity. Investment advisory senice is provided exclusively to persons based on their risk and income preferences by the authorized firms.
Comments and recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and retum preferences. For this
reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.
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The trademarks and senice marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not hawe liability for any damages relating
to such data. The Global Industry Classification Standard (GICS) was dewveloped by and is the exclusive property of MSCI and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other
similar framework.

The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly,
investors should regard those fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports
relating to such issuers and/or individual fixed income products.

Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance of the intermediary or
provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.
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