
RMB Prev. 2014A Prev. 2015E Prev. 2016E Prev. 2017E

Rev. (MM) -- 81,471.3 -- 91,184.0 -- 98,711.0 -- 104,971.0

Operating Profit -- 1,181.9 -- 2,239.0 -- 3,197.0 -- 4,196.0

Net Profit -- 2,633.6 -- 3,539.0 -- 4,299.0 -- 5,172.0

Dividend -- 0.20 -- 0.21 -- 0.25 -- 0.30

Div. Yield 0.89% 0.93% 1.11% 1.33%

EPS Growth -- 93.9% -- 33.2% -- 20.4% -- 19.2%

EPS

FY Dec -- 0.77 -- 1.02 -- 1.23 -- 1.46

FY P/E 29.2x 22.0x 18.3x 15.4x
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Key Takeaway

During Jefferies 13th China TMT tour, we hosted a meeting with ZTE. Key
takeaways: (1) Increasing 4G market share in China, expect opportunities
in broadband beyond 2015. (2) Enterprise market in China to drive long
term growth. (3) Industry YTD smartphone shipments down YoY, expect FY15
flattish at best. Maintained FY15 smartphone target of 60mn. Revise up PT by
18% to HK$33. Buy.

Increasing 4G market share in China; broadband opportunities beyond 2015.
According to management, CM’s 4G Phase III market share has grown from 34% to 38%,
CU’s market share has increased to 32-35% (vs. 23-25% in 3G) and CT’s market share
is maintained at over 40%. In relation to Premier Li’s comment on China’s broadband
infrastructure, ZTE expects increasing opportunities in FTTx/broadband access in China in
the next few years. ZTE’s positioning in the global market has become stronger as it proves its
capability in the 4G market in China and competition has reduced further with the potential
merger of Nokia and ALU.

Enterprise market drives long term growth. In FY14, revenue from non-carrier was
RMB3.5bn, accounting for ~4% of revenue. Management noted increasing demand in cloud
computing equipment, more enterprise building data centers and increasing market share
in servers and high end routers. As Internet+, smart cities and so on become the trend, the
enterprise market will become a major revenue driver in the long term, in our view.

Weak smartphone demand in China; maintained 60mn smartphone target.
Management noted a decline in industry smartphone handset units sold YTD Jan-April 2015
vs. the same period in 2014. Expect slow growth in industry unit sales, or even a decline in
FY15. In our view, this is mainly due to saturation of the smartphone market and late FDD-
LTE licensing to CU/CT which needs 5-6 months to ramp up 4G network. Shipments should
recover slightly in 2H15 as CU/CT become more aggressive in pushing 4G. ZTE maintained
FY15 smartphone target of 60mn, of which 50-60% will be 4G.

Valuation/Risks
Reiterate Buy and raise PT by 18% to HK$33, implying 25.5x/21.2x FY15E/FY16E PE,
respectively, at high end of historical range of 9x-26x PE and 24% discount to A share. ZTE
is currently trading at 21.7x FY15E PE, 18.5% premium to global peers and 35% discount to
A share. ZTE will directly benefit from Chinese telcos' LTE capex peak in FY15, and capacity
expansion in 2016. Risks include mgmt. execution as ZTE increases global expansion &
builds its handset brand.

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment
decision. Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 5 to 8 of
this report.



 

 

 

 

 

Jefferies China TMT Tour Takeaways 
We hosted a meeting with ZTE during our Summer TMT Tour. Key takeaways are as 

follows: 

 

Increasing 4G market share in China; broadband opportunities beyond 2015. 

ZTE’s market share in the 4G market has further increased in the recent biddings. 

According to management, CM’s 4G Phase III market share has increased from 34% to 

38%, CU’s market share has increased to 32-35% (vs. market share of 23-25% in 3G) and 

CT’s market share was maintained at over 40%.  

In relation to Premier Li’s comment on China’s broadband infrastructure, ZTE expects 

increasing opportunities in FTTx/broadband access in China in the next few years.  

ZTE’s positioning in the global market has become stronger as it proves its capability in 

the 4G market in China and competition has reduced further with the potential merger of 

Nokia and ALU.     

 

Enterprise market drives long term growth.  

In FY14, revenue from non-carrier was RMB3.5bn, accounting for ~4% of revenue. 

Management noted increasing demand in cloud computing equipment, more enterprise 

building data centers and increasing market share in servers and high end routers.  

As Internet+, smart cities and so on become the trend, the enterprise market will become 

a major revenue driver in the long term, in our view. 

 

Weak smartphone demand in China; maintained 60mn smartphone target.  

Management noted a decline in industry smartphone handset units sold YTD Jan - April 

2015 compared to the same period in 2014. Expect slow growth in industry unit sales, or 

even a decline in FY15. In our view, this is mainly due to saturation of the smartphone 

market and late FDD-LTE licensing to CU/CT, which needs 5-6 months to ramp up 4G 

network.  

Shipments should recover slightly in 2H15 as CU/CT become more aggressive in pushing 

4G. ZTE maintained FY15 smartphone target of 60mn, of which 50-60% will be 4G. 
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Valuation 

Reiterate Buy and revise up PT by 18% to HK$33, implying 25.5x/21.2x FY15E/FY16E PE, 

respectively, at the high end of the historical range of 9x-26x PE and a 24% discount to the 

A share.  ZTE is currently trading at 21.7x FY15E PE, 18.5% premium to global peers and 

35% discount to the A share. ZTE will directly benefit from Chinese telcos’ LTE Capex peak 

in FY15, and capacity expansion in 2016. Risks include mgmt. execution as ZTE increases 

global expansion and builds its handset brand. 

Chart 1: Valuation Comparison 

 

 

Source: Bloomberg, Company data, Jefferies 

 

Chart 2: Forward PE 

 

Source: Bloomberg, Company data, Jefferies 

 

 

  

Company Name Ticker FX Market Cap Last Close Jefferies

(USD mn) FY15 FY16 FY17 FY15 FY16 FY17 FY15 FY16 FY17 FY15 FY16 FY17 Ratings

ZTE Corporation 763 HK HKD 17,924 28.10 21.7 18.0 15.1 1.0 0.9 0.8 13.5% 14.6% 15.4% 26.6  20.6  16.6  Buy

Motorola Solutions MSI US USD 12,585 59.66 18.0 15.4 15.0 2.2 2.1 2.1 41.5% (105.9%) n.a. 10.1     11.1     12.0     NC

Nokia (A) NOK1V FH EUR 26,302 6.56 21.9 19.1 16.8 1.3 1.3 1.2 14.8% 12.8% 12.8% 9.9       8.1       6.7       Hold

ERICSSON L.M. ERICB SS SEK 36,624 93.95 18.3 14.5 12.8 1.1 1.1 1.0 10.5% 12.8% 13.8% 8.7       7.2       6.2       Hold

Alcatel-Lucent ALU US USD 10,845 3.84 n.a. 12.9 9.5 n.a. n.a. n.a. n.a. n.a. n.a. 7.4       6.5       n.a. Hold

Cisco Systems CSCO US USD 148,813 29.26 13.5 12.9 12.2 2.4 2.3 2.2 18.1% 17.4% 18.7% 7.3       7.0       6.8       Hold

Juniper Networks JNPR US USD 10,897 27.60 16.4 14.5 13.1 2.1 2.0 1.9 12.3% 15.5% 15.0% 9.0       8.4       7.0       Hold

Average 18.3 15.3 13.5 1.7 1.6 1.5 18.5% (5.5%) 15.2% 11.3     9.8       9.2       

PE EV/Sales ROE EV/EBITDA
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Chart 3: Financial Summary 

 

Source: Jefferies, company data 

 

Profit and Loss statement Cash flow statement

Rmb mn 2013A 2014A 2015E 2016E 2017E Rmb mn 2013A 2014A 2015E 2016E 2017E

Revenues 75,234 81,471 91,184 98,711 104,971 PBT ex. Exceptionals 1,828 3,538 4,910 5,965 7,176 

COGS (54,775) (57,759) (64,119) (68,960) (72,926) Depn and amotization 1,745 1,826 1,056 1,071 1,095 

Gross profit 20,459 23,712 27,065 29,750 32,046 Change in working cap. (3,070) (4,296) (1,044) (2,343) (2,161)

Total SG&A (21,920) (23,121) (25,826) (27,353) (28,650) Others (56) 34 (1,125) (1,366) (1,644)

CF from operations 447 1,102 3,797 3,326 4,466 

EBITDA 581 2,244 3,294 4,268 5,291 

Operating profit (597) 1,182 2,239 3,197 4,196 Capex (1,098) (977) (1,408) (1,608) (1,808)

Other income 4,905 4,561 4,698 4,982 5,282 Others (73) (1,045) (1,519) (1,671) (1,838)

Finance cost (1,650) (1,562) (1,527) (1,615) (1,703) CF from investing (1,171) (2,022) (2,927) (3,278) (3,645)

Profit/loss of JV/Asso 34 (53) 500 200 200 Free cash flow (651) 125 2,389 1,719 2,658 

Profit before tax 1,828 3,538 4,910 5,965 7,176 Equity raised/ (repaid) 0 0 0 0 0 

Taxation (394) (811) (1,125) (1,366) (1,644) Dividends paid 0 0 (688) (708) (860)

Minority (76) (94) (246) (299) (360) Change in bank loan (1,082) (1,310) 3,000 3,000 3,000 

Net income 1,358 2,634 3,539 4,299 5,172 Others 36 (606) 0 0 0 

CF from financing (1,045) (1,916) 2,312 2,292 2,140 

Shares outstanding 3,438 3,438 3,438 3,438 3,438 

Wtg avg share 3,439 3,440 3,471 3,502 3,533 Total net cash provided (1,769) (2,836) 3,183 2,340 2,961 

Exchange effect (772) (52) 0 0 0 

EPS (Rmb) 0.39 0.77 1.02 1.23 1.46 Beginning net cash / (debt) 22,660 20,118 17,230 20,413 22,753 

DPS (Rmb) 0.03 0.20 0.21 0.25 0.30 Ending net cash / (debt) 20,118 17,230 20,413 22,753 25,714 

Balance sheet Ratio Analysis (%)

Rmb mn 2013A 2014A 2015E 2016E 2017E 2013A 2014A 2015E 2016E 2017E

Cash 20,903 18,116 21,299 23,639 26,599 Gross margin 27.2% 29.1% 29.7% 30.1% 30.5%

Total receivable 40,370 41,434 47,027 52,261 57,014 EBITDA margin 0.8% 2.8% 3.6% 4.3% 5.0%

Inventories 12,434 19,592 18,655 21,008 23,215 Operating margin -0.8% 1.5% 2.5% 3.2% 4.0%

Other current asset 5,115 7,148 7,206 8,191 9,146 Net profit margin 1.8% 3.2% 3.9% 4.4% 4.9%

Current asset 78,822 86,290 94,187 105,099 115,974 

Revenue growth -10.6% 8.3% 11.9% 8.3% 6.3%

Fixed assets and CIP 8,762 8,747 9,149 9,722 10,463 Gross profit growth 10.2% 15.9% 14.1% 9.9% 7.7%

Long term receivable 2,678 1,968 2,600 2,815 2,994 Net profit growth -147.8% 94.0% 34.4% 21.5% 20.3%

Other non-current asset 12,210 13,249 14,717 16,352 18,161 EPS growth -147.7% 93.9% 33.2% 20.4% 19.2%

Non-current asset 23,651 23,964 26,467 28,889 31,618 

Total Assets 102,473 110,255 120,654 133,988 147,592 BVPS 6.6 7.2 8.0 8.9 10.1 

Short-term loan 15,343 15,598 15,598 15,598 15,598 Interest coverage (x) (0.4) 0.8 1.5 2.0 2.5 

Accounts payables 28,673 33,451 35,010 38,220 41,017 

Other current liabilities 19,348 20,916 23,659 26,892 30,027 Net debt to total capital 12% 14% 13% 12% 11%

Current liabilities 63,364 69,965 74,267 80,710 86,642 Net debt to equity 25% 29% 25% 24% 21%

Long-term bank loan 11,505 10,040 13,040 16,040 19,040 

Other non-current 

liabilities 3,978 3,957 3,957 3,957 3,957 Sales/assets 71% 77% 79% 78% 75%

Long-term liabilities 15,483 13,997 16,997 19,997 22,997 Assets/equity 434% 419% 411% 403% 389%

Total liabilities 78,847 83,962 91,264 100,707 109,639 

Net debt 5,945 7,522 7,339 7,999 8,039 

Minority interest 1,093 1,414 1,660 1,959 2,318 ROA -0.6% 1.1% 1.9% 2.5% 3.0%

Shareholder's equity 22,533 24,879 27,730 31,322 35,634 ROE 6.2% 11.1% 13.5% 14.6% 15.4%

Total liability and equity 102,473 110,255 120,654 133,988 147,592 ROCE -1.2% 2.3% 4.1% 5.2% 6.1%
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Company Description
ZTE is principally engaged in the design, development, production, distribution and installation of a broad range of advanced
telecommunications equipment, including carriers'' networks, handsets, and telecommunications software systems and services.

Analyst Certification:
I, Cynthia Meng, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I 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 research report.
I, Clara Fan, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). I 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 research report.
Registration of non-US analysts: Cynthia Meng is employed by Jefferies Hong Kong Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the NASD Rule 2711 and Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances
and trading securities held by a research analyst.

Registration of non-US analysts: Clara Fan is employed by Jefferies Hong Kong Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the NASD Rule 2711 and Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances
and trading securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Company Specific Disclosures
For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Explanation of Jefferies Ratings
Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.
Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month
period.
The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10 is 20% or more
within a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average
security price consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For
Underperform rated securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is minus
20% or less within a 12-month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or Jefferies policies.
CS - Coverage Suspended. Jefferies has suspended coverage of this company.
NC - Not covered. Jefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.
Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions
on the investment merits of the company are provided.

Valuation Methodology
Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF,
P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks
Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in
the bottom quartile of S&P stocks will continue to have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended
to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick falls within an investment style
such as growth or value.
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Risks which may impede the achievement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. If a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
• Alcatel-Lucent (ALU: $3.84, HOLD)
• China Mobile Limited (941 HK: HK$106.40, BUY)
• China Telecom Corp Ltd. (728 HK: HK$5.49, HOLD)
• China Unicom (Hong Kong) Ltd. (762 HK: HK$13.86, HOLD)
• Cisco Systems, Inc. (CSCO: $29.26, HOLD)
• Ericsson (ERICB SS: SEK93.95, HOLD)
• Juniper, Inc. (JNPR: $27.60, HOLD)
• Nokia (NOK1V FH: €6.53, HOLD)

Distribution of Ratings
IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY 1065 51.23% 290 27.23%
HOLD 847 40.74% 162 19.13%
UNDERPERFORM 167 8.03% 12 7.19%
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC (“Jefferies”) group
companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +65 6551 3950.
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of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251
6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant
Banker (INM000011443) and a Stock Broker with Bombay Stock Exchange Limited (INB011491033) and National Stock Exchange of India Limited
(INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 400
051, India; Tel +91 22 4356 6000.

This material has been prepared by Jefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by Jefferies. Therefore, except for any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("US"), by Jefferies LLC, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by Jefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. Jefferies
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. Jefferies International Limited may allow its analysts to undertake private consultancy
work. Jefferies International Limited’s conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
professional or institutional investors. None of the investments or investment services mentioned or described herein is available to other persons
or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited is
regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by Jefferies Singapore Limited
pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or in connection
with this material, please contact Jefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950. In Japan this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is
issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities and
Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.
PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by Jefferies India Private
Limited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 of Australia (the "Act") in connection with their consideration of any investment or investment service that is the subject of
this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure document or product
disclosure statement within the meaning of the Act. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority
under the laws of the United Kingdom, which differ from Australian laws. Jefferies International Limited has obtained relief under Australian Securities
and Investments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other jurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request Jefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
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