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Shield Therapeutics is a de-risked
pharmaceutical company with a lead
product, Feraccru/Accrufer, approved
in Europe and the US for the
treatment of iron deficiency in adults.
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distribution and commercialisation
partners in return for royalties and
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just launched Accrufer itself.
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SHIELD THERAPEUTICS

Focused on US market penetration

Shield Therapeutics (Shield) is a commercial-stage pharmaceutical company
delivering specialty products that address patients’ unmet medical needs, with an
initial focus on treating iron deficiency (ID). Accrufer® has just been launched in
the US by Shield, where the initial aim is to greatly improve market awareness of
its differentiating characteristics as an oral ID drug. In other territories, Feraccru®
is being commercialised through licensing and partnerships. The US market has
enormous potential, but, even on conservative forecasts with respect to market
penetration, Shield is forecast to become profitable and cash-generative in 2023.

>

Strategy: Outside the US, Shield’s strategy is to out-license commercialisation
rights to partners with appropriate expertise in target markets, which has been
successfully achieved in Europe and China. In the US, Shield has decided to sell
Accrufer itself, thus retaining a greater share of profits for shareholders.

Accrufer launch: Accrufer was launched in the US on 1 July, with the strapline
“Discover the legend of tolerable oral iron”. New market research has indicated
that Shield needs to raise awareness of Acrrufer’s clinical profile and positioning
with the key prescribers responsible for 60% of oral iron Rx.

Valuation: DCF-modelling each of the three main income streams - the US,
Europe and China - generates an NPV, which, summed together, gives an EV for
the group of $852m/£608m, or 281p per share. The current share price clearly
applies a hefty discount for the execution risk associated with Accrufer.

Risks: While there remains regulatory risk in China and Korea, Feraccru/
Accrufer has been de-risked by regulatory approvals in Europe and the US.
There is execution risk associated with Shield’s go-it-alone strategy in the US,
with a 12-month goal to increase awareness and establish payor coverage.

Investment summary: The Shield-led launch of Accrufer was always the best
option, in our opinion. Now that the period of commercial uncertainty in the US
is over, the near-term target is to raise awareness, promote patient access
programmes and establish payor coverage. The market seems overly worried
about the “apparent” slow start, but any news on sales traction and/or the
signing-up of payors should act as a catalyst to narrow the valuation disconnect.

Financial summary and valuation

Year-end Dec (Em) 2018 2019 2020 2021E  2022E  2023E
Product sales 0.86 0.62 0.70 4.60 34.90 72.60
R&D -4.30 -2.50 -2.58 =330 -2.70 -2.70
Other income 11.03 0.10 9.66 0.00 0.00 12.55
EBITDA -2.47 -6.41 0.55 -22.28 -1.68 42.27
Underlying EBIT -3.26 -9.04 215 -24.99 -4.38 39.57
Underlying PBT =3,26 -9.07 -2.15  -24.59 -4.19 39.87
Statutory PBT -5.16 -9.07 -1.89 -24.59 -4.19 39.87
Underlying EPS (p) 0.09 -7.52 -1.32  -12.28 243 15.43
Statutory EPS (p) -1.55 -7.52 -1.58  -12.28 -2.13 15.43
Net (debt)/cash 9.63 4.12 2.91 7.79 5.44 43.18
Equity issues 0.00 0.03 0.01 29.20 0.00 0.00
EV/sales = = = 1383 1.8 0.9

Source: Hardman & Co Life Sciences Research

Disclaimer: This research has been paid for by the company. Please read the important disclaimers at the end of this document.
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Product sales and gross profit
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Until fiscal 2021, product sales represent the royalty
stream from commercial partners.

Future product sales are expected to be dominated by
Shield’s sales of Accrufer in the US.

Launch of Feraccru in China is forecast towards the end of
2023 and could generate a significant royalty stream
moving forward.

Sales milestones from commercial partners are not
included in these product sales figures.
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Underlying R&D spend is around £0.5m-£1.0m p.a.

R&D spend in 2021 and 2022 is expected to rise, reflecting
the regulatory need for a paediatric study.

The paediatric study is forecast to cost $6.5m/£4.5m over
a two-year period, but commencement of the trial will
remain flexible.

When Shield becomes cash-generative, it will have the
option to develop its phosphate binder product in the
development pipeline.

Free cashflow and OFCPS
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Shield has been cashflow-negative during the build-up of
royalties from commercial partners in Europe.

As soon as there is sales traction in the US, the cashflows
of the company are transformed.

2021 cashflow is dominated by the initial launch costs
associated with Accrufer in the US.

Surplus cash from fiscal 2023 could be used to develop the
phosphate binder asset.

Net cash/(debt) and equity issues
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B Equity issues

Net cash at 30 June 2021 was £25.6m.

The fundraise, in March 2021, raised £27.7m net of
expenses.

Net cash appears to be relatively low again at the end of
fiscal 2022, but, by this time, Shield is expected to be
cashflow-positive and management will know more about
the quarterly cashflows being derived from the US.

On an organic basis, Shield may not need to return to
shareholders for more capital, but it could choose to do so
to reduce balance sheet risk.

Source: Company data; Hardman & Co Life Sciences Research
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2021 interim results

Operational highlights

>

Capital raise: The most significant event in 1H'21 was the relatively large equity
increase to provide the funds to commercialise Accrufer in the US by itself,
thereby retaining more of the forecast profitability for shareholders.

Management: With the funds in place, the consultants used in the US during
2H'20 became full-time employees of Shield. In addition, Tim Watts stepped
down as CEO in June 2021 following the appointment Greg Madison, who will
be supported by the appointment of a CFO, Hans-Peter Rudolf (March 2021).

Feraccru in China:  Shield’s partner in China, ASK Pharma, received
authorisation from the Chinese regulator to conduct two clinical studies in
parallel to support a New Drug Application (NDA). These should be completed
by the end of 2022, with a potential launch in 2023.

Financial highlights

>

Product sales: Underlying sales, effectively royalties on net product sales in
European markets from Norgine, were slightly better than forecast, increasing
by 113% to £0.48m (£0.23m).

COGS: Manufacturing costs were difficult to predict. The 1H'20 comparator
was influenced by a one-off payment to the original IP holder, Vitra
Pharmaceuticals (Vitra). In addition, 1H21 was affected by pre-launch
manufacturing activities for Accrufer in the US.

SG&A: Underlying administration expenses were in line with expectations, at
-£5.9m (-£4.6m) due to increased costs associated with the build-up of US
operations ahead of the Accrufer launch.

R&D: Investment in R&D was marginally higher than expected at -£1.6m
(-£0.7m) due to stage 1 of the paediatric Feraccru study, the start of which had
been delayed until 2H'20 by COVID-19., and some early work on stage 2.

Fund raise: In order to fund the commercialisation of Accrufer in the US, Shield
raised £27.7m (net) new capital in March 2021, at 30p per share.

Net cash/(debt): Shield ended the period with net cash of £22.6m (no debt or
financial leases), which is expected to be sufficient to take the company through
to profitability and cashflow-breakeven in 2023.

Interim results - actual vs. forecasts

Half-year to June 1H'20 1H'21 Growth 1H'21 Delta
(Em) actual actual % forecast A
Gross revenue (as reported) 8.92 0.48 n/m 0.35 +0.13
Product sales 0.23 0.48 +113% 0.35 +0.13
COGS -1.01 -0.41 n/m -0.50 +0.09
SG&A (underlying) -4.61 -5.86 +27% -6.00 +0.14
R&D -0.68 -1.59 n/m -1.40 -0.19
Other income 8.69 0.0 n/m 0.0 -
EBITDA 3.67 -6.35 n/m -6.25 -0.10
Underlying EBIT 2.39 -7.64 n/m -7.55 -0.11
Underlying EPS (p) 2.67 -3.98 n/m -4.00 -
Net cash/(debt) 6.52 22.60 - 22.00 +0.60

n/m=not meaningful
Figures may not add up exactly due to rounding
Source: Hardman & Co Life Sciences Research
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Accrufer launch was a significant

achievement

Additional market research highlighted

medical need for Accrufer...

...but also low awareness among clinicians

about its clinical attributes

Accrufer positioned as second-line oral

therapy

Five areas of progress

The 2021 interim results were not really about the financial performance, but more
about what the new management team had to say about the operational progress
at the company in a period that has seen a remarkable level of activity. In our opinion,
progress during 2021 - including post-period events - can be divided into five areas.

The most significant achievement was the launch of Accrufer on 1 July 2021 into
the important US market, which represents a significant commercial opportunity for
the company.

In May 2021, we published! a detailed review of the US Accrufer opportunity.
Following approval by the FDA in July 2019, Shield initially investigated working
with a partner for the commercialisation of this drug, taking a similar approach to
that adopted for Europe. However, as time passed and, in the absence of suitable
terms from potential partners, Shield realised that it could commercialise Accrufer
itself, thereby retaining more of the long-term profitability for shareholders.
However, it would need a stronger balance sheet in order to achieve this.

In March, the company approached existing and new shareholders, which resulted
in a successful equity issue, raising £27.7m, net of expenses, to fund this
opportunity. The rest is now history and Accrufer was officially launched in the US
on 1 July, which represents a significant accomplishment by the company over a
relatively short timeframe.

Market research

In making the decision to commercialise Accrufer by itself, Shield, in part, was
influenced by some market research that had been undertaken by potential partners
and shared with the company. As part of its pre-launch activities and with the
relevant financial resource following the fundraise, Shield commissioned its own
market research in order to obtain informative reactions and feedback from
healthcare professionals and to help it position Accrufer at launch. It was comforting
to note that its own research generated similar findings, but also added to the market
research generated previously for third parties.

» Clinicians are not satisfied with current oral therapies and are seeking an
effective and well-tolerated oral iron product.

» Despite the desire for an improved oral iron therapy, awareness among
clinicians about the pending launch of Accrufer was very low.

» On hearing about the clinical attributes of Accrufer, there was a favourable
response from clinicians and considerable interest in learning more about the
product.

These outcomes helped Shield with the positioning of Accrufer at launch as both a
first-line oral therapy and as a second-line oral therapy to be used after a traditional
iron salt OTC or prescription had failed but before moving to intravenous iron
replacement.

1 https://www.hardmanandco.com/research/corporate-research/accrufer-launch-on-schedule/

20 August 2021
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Marketing initiatives reflect feedback

from market research

Management has defined near-term

critical success factors

Marketing material

At launch, and during the subsequent 12 months, Shield has embarked upon three
key marketing tactics:

» promotional tools for healthcare professionals to significantly improve
awareness of Accrufer and its clinical profile;

» patient access material to help reduce the cost of Accrufer for specific
categories of patients - notably flexible pharmacy options, CoAssist (co-pay)
and a simple saving programme; and

» digital marketing.
Shield’s marketing tactic to promote awareness of Accrufer is the strapline:

“Discover the legend of tolerable oral iron” as can be seen below in the advertising
literature for clinicians and healthcare professionals.

Key marketing strapline: “Discover the legend of tolerable oral iron”

~o0}) ACCRUFeR’
flric mlt) 30 g capses

Discover the legend of tolerable oral iron

B i

Source: Shield interim results presentation

12-month targets

Although the company, understandably, did not go into any details about its
12-month targets for Accrufer, it was reassuring to know that the launch had been
well thought through despite the limited time that had been available, and that the
key areas of focus were to:

» increase the awareness of Accrufer;

» generate clinical experience with patient access programmes; and

» establish payor coverage.

It was also reassuring to note that management recognised where the risks lay, and

that it had determined which are the critical success factors, as highlighted in the
following graphic, included in its presentation.

20 August 2021
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ASK Pharma already made progress in
China

Critical success factors

Increase Accrufer
awareness Build Accrufer
among target advocates
HCPs

Redefine
expectations of
oral iron therapy

Make it easy to
start & stay on
therapy

Source: Shield interim results presentation

Royalties on European sales received from Norgine in 1H'21, at £0.48m, were up
113% (CER) compared with 1H20, which was affected by the global lockdown
caused by COVID-19. This suggests that in-market sales are running at an
annualised rate of ca.€10m. There will always be timing differences between the
receipt from Norgine and actual in-market sales of packs of Accrufer. For example,
Shield stated that the sale of in-market packs rose 51% during the period.

Overall, from an analyst’s perspective, the performance of Feraccru in Europe has
been disappointing with most sales coming from Germany and the UK only.
However, Norgine's hands have been tied over the past 18 months by the slow rate
of agreement on reimbursement in a number of countries, which, itself, was also
hampered by COVID-19.

Nevertheless, progress is being made and Feraccru is now available in Germany,
with reimbursement negotiations either under way or due to start in five additional
European countries — Scandinavia, Benelux, France, Italy, and Spain. Despite this,
our forecasts will remain on a conservative basis - i.e. slow and steady adoption.

In January 2020, Shield announced a development and commercialisation licence
deal for Feraccru in China (but also including Hong Kong, Macau and Taiwan) with
Beijing Aosaikang Pharmaceutical Co (ASK Pharma; XSEC:002755). Apart from
providing local expertise to support the approval process in the world’s second-
largest pharmaceuticals market, this deal was important for a number of reasons:

» Strategy validation: It progresses Shield’s stated strategy to out-license
Feraccru to specialist organisations as part of its geographical expansion.

» Cash injection: The upfront payment from ASK Pharma provided a much-
needed cash injection.

» Reduced risk: The deal reduced Shield’s clinical and regulatory risk in China,
where ferric maltol is not approved.

» Local manufacturing: It also removed Shield’s responsibility to finance the
development and control manufacturing and supply in China, where it does not
have expertise, and where there are regulatory mechanisms in place in favour
of drugs manufactured within China (e.g. exclusivity periods).

ASK Pharma is responsible for the costs associated with the clinical and regulatory
activities, in addition to manufacturing and distribution in the territory.

20 August 2021
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Time to launch appears less than

originally anticipated

Upfront payment about to be received

imminently

Stage 1 complete...

...with stage 2 due to start in September

Progress has been made, with the National Medical Products Administration (NMPA:;
formerly CFDA) confirming to ASK Pharma the development programme required
to achieve regulatory approval for Feraccru in China. An Investigational New Drug
(IND) was submitted in 2020, and the regulator has confirmed that a single 12-week
clinical study in 120 IBD patients is required, together with a
pharmacokinetic/pharmacodynamic study, to support an NDA. Both studies are
being performed in parallel and ASK Pharma has started to screen patients for entry
into the study, which is expected to complete by the end of 2022, potentially
allowing launch in 2023.

Ongoing deal terms

> Regulatory milestone: $11.4m/£8.7m upon approval of Feraccru in China.

> Sales milestones: Up to $40.0m/£30.5m payable upon specified cumulative
sales targets (undisclosed).

» Royalties: 10% or 15% of net sales for the duration of the IP in China, tiered,
based on specified sales.

» COGS: Manufacturing costs will be paid by ASK Pharma and there is no royalty
on net sales payable to Vitra.

Post the period-end, Shield announced that it had signed an exclusive licensing deal
for the development and commercialisation of Accrufer in the Republic of Korea
with Korea Pharma Co. Ltd (Korea Pharma). This was achieved by Korea Pharma
following a competitive process. As with the deal in China, Korea Pharma is
responsible for all the activities required to obtain regulatory approval in this
territory. It will also be responsible for the manufacture and distribution of the drug
when it is approved. Consequently, the terms of the deal reflect these costs being
borne by Korea Pharma:

Korea Pharma deal terms

» Upfront payment: $0.5m upfront on signing the deal - expected to be received
imminently.

» Regulatory/commercial milestone: £1.5m on first commercial sale in Korea
following regulatory approval.

» Sales milestones: Up to £4.0m payable upon specified cumulative sales targets
(undisclosed).

» Royalties: 15% of net sales in Korea, however Shield will incur its royalty
obligation to Vitra on sales in Korea.

» COGS: Manufacturing and distribution costs will be paid by Korea.

As part of the regulatory approval of Feraccru/Accrufer in both Europe (Paediatric
Investigation Plan (PIP)) and the US (Paediatric Development Plan (PDP)), Shield is
required to perform a paediatric study. Initially, the company had planned to start
this study in 1H'20, but it was delayed, understandably, by the pandemic and ended
up commencing in 2H20. A single Phase IlI trial is required to evaluate the safety,
tolerability and efficacy of the product in infants, children and adolescents, aged
between 1 month and 17 years. The trial is divided into two stages:

20 August 2021
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» Stage 1: To develop an age-appropriate formulation suitable for small children
and infants and to demonstrate therapeutic equivalence with the adult capsule
formulation in a cross-over study.

» Stage 2: Main part of the study looking at efficacy in 110 patients.

Stage 1 was completed during 1H'21 and Shield is now in the recruitment planning
phase for stage 2 to commence in September 2021. The overall cost is expected to
be $6.5m/£4.5m spread over 24-30 months, which, in part, is reflected in the large
(134%) increase in R&D spend in 1H'21, albeit from a relatively low, COVID-19-
affected comparator for 1H'20.

20 August 2021
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Financial summary

>

Product sales: Reported figures represent a blend of product supply to
commercial partners and royalties received from partners on net sales.
Consequently, there is likely to be a time lag between drug use and receipt of
royalties. Pack utilisation has shown a consistent upward trend.

Costs: COGS in 2020 contained a one-off payment to Vitra; in 2021, there will
be some short-term manufacturing costs for the US launch. The rise in SG&A
reflects the boost to sales and marketing required for the launch of Accrufer.

Cash runway: Gross cash at 30 June 2021 was £22.6m reflecting the fund
raise in March. Shield is expected to become cash-generative by fiscal 2023E.

Forecasts: No material changes to forecasts since our latest publication, apart
from a modest re-evaluation of the split of R&D costs expected over the coming
18 months.

Financial summary

Year-end Dec (Em) 2018 2019 2020 2021E 2021E  2022E
Profit & Loss

Gross revenues 11.88 0.72 10.39 4.60 34.90 85.20
Product sales 0.86 0.62 0.73 4.60 34.90 72.60
COGS -0.31 -0.49 -1.35 -0.82 -3.75 -7.51
Gross profit 0.55 0.13 -0.63 3.73 31.16 65.09
Gross margin 63.7% 21.6% 33.6% 82.0% 89.3% 89.7%
SG&A -9.52 -6.32 -7.84  -2442  -31.84  -34.37
Share-based payments -1.01 -0.46 -0.77 -1.00 -1.00 -1.00
R&D -4.30 -2.50 -2.58 -3.30 -2.70 -2.70
Other income 11.08 0.10 9.66 0.00 0.00 12.55
EBITDA -2.47 -6.41 0.55 -22.28 -1.68 42.27
Underlying EBIT -3.26 -9.04 -2.15 -24.99 -4.38 39.57
Net interest 0.01 -0.03 0.00 0.40 0.20 0.30
Underlying PBT -3.26 -9.07 -2.15  -24.59 -4.19 39.87
Tax payable/credit 3.36 0.27 -0.74 0.66 -0.40 -6.57
Underlying net income 0.10 -8.80 -2.20  -23.93 -4.59 33.30
Weighted avg. shares (m) 11643 116.99 16673 19485 21584 215.84
Underlying EPS (p) 0.09 -7.52 -1.32 -12.28 -2.13 15.43
Fully diluted EPS (p) 0.09 -7.26 -1.29  -12.02 -2.08 15.07
Balance sheet (@ 31 Dec)

Share capital 1.75 1.76 1.76 3.24 3.24 3.24
Reserves 38.68 30.39 28.51 32.31 27.72 61.03
Provisions 0.00 0.00 0.00 0.00 0.00 0.00
Debt 0.00 0.00 0.00 0.00 0.00 0.00
less: Cash 9.78 4.14 2.94 7.82 547 43.21
Invested capital 30.80 28.02 27.36 27.76 25.52 21.08
Net cash/debt 9.63 412 2.91 7.79 5.44 43.18
Cashflow

Underlying EBIT -3.26 -9.04 -2.15 -24.99 -4.38 39.57
Non-cash items 1.81 3.08 3.48 3.71 3.71 3.69
Change in working capital -0.26 0.56 -2.77 -1.97 -1.98 -4.87
Tax & interest 1.86 1.27 -0.09 0.69 0.86 -0.10
Operational cashflow -1.84 -5.29 -1.32  -23.25 -2.66 38.40
Capital expenditure 0.00 0.00 0.00 -0.25 -0.50 -0.50
Free cashflow -3.32 -5.51 -1.46  -22.86 -2.35 37.74
Acquisitions -0.35 -0.03 -0.02 0.00 0.00 0.00
Equity issues 0.00 0.03 0.01 29.20 0.00 0.00
Change in net debt -3.67 -5.51 -1.21 4.88 -2.35 37.74
OCFPS (p) -0.27 -3.59 -0.87 -11.61 -0.86 17.72

Source: Hardman & Co Life Sciences Research

20 August 2021



Shield Therapeutics

a HARDMANE&CO.

Company matters

Registration
Incorporated in the UK with company registration number 09761509

Registered office:

Northern Design Centre
Baltic Business Quarter
Gateshead Quays
Newcastle

NE8 3DF

+44 (0) 191 511 8500
www.shieldtherapeutics.com

Board of Directors

Board of Directors

Position Name Nominations Remuneration Audit
Chairman Hans Peter Hasler C M M
Chief Executive Officer  Greg Madison

Non-executive director  Fabiana Lacerca-Allen M
Non-executive director  Peter Llewellyn-Davies M C
Non-executive director ~ Anders Lundstrom C
Non-executive director  Christian Schweiger M

Chief Financial Officer

Hans-Peter Rudolf*

Share capital

*An officer of the company but not presently a board member
M = member, C = chair
Source: Company reports

On 18 August 2021, there were 215,885,024 Ordinary shares in issue. In addition,
there are 3.95m options outstanding.
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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 2018, 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 I.

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: https://ec.europa.eu/transparency/regdoc/rep/3/2016/EN/3-2016-2031-EN-
F1-1.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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