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IDFA Headwinds Though Not as Bad as Feared; Strong Buy; PT to
$410
 

RECOMMENDATION
Facebook reported 3Q results below consensus, but better than feared following last week’s
commentary from SNAP on the impact of Apple’s App Tracing Transparency changes. The
company expects ATT headwinds to persist, though is taking steps to mitigate half of the
measurement impact by the end of the year (targeting impacts likely a longer-term fix). FB also
guided to opex of $91-97B for 2022 (vs. our $88B) though we believe initial guidance could prove
overly conservative. Positively, the high losses in 2021 for Facebook Reality Labs ($10B) imply
operating margins for core were much higher than expected and FB plans to break out Core FB
vs. FB Reality labs beginning next quarter. We maintain our Strong Buy rating as: 1) we continue
to expect solid long-term revenue growth; 2) monetization of newer platforms is increasing; and
3) we believe valuation is attractive at ~19x our 2022E Core GAAP EPS (~17.5x ex cash) vs. 15-20%
LT EPS growth.

Positives: 1) Core operating margin higher than expected. FB noted that it expects its
investment in Facebook Reality Labs to reduce overall operating profit by $10B in 2021.
Adding back the $10B (a slight oversimplification but directionally correct) implies that core
Facebook Apps operating margins are approximately 49% in 2021E.2) Additional $50B buyback
authorization. In addition to the $14.4B repurchased in 3Q, FB announced a $50B increase in the
company’s repurchase authorization.

Neutral/Negative: 1) Ad revenue shortfall, but not as bad as feared. FB ad revenue grew 33%
y/y (+32% y/y FX-neutral), slightly below consensus, driven by impacts from Apple’s App Tracking
Transparency measures. The company called out headwinds to both targeting and measurement.
2) Guide implies 4Q revenue deceleration and meaningful step up in opex investment in FY22
as the company leans into its new Facebook Reality Labs segment. The 4Q guide implies growth
of 12-21% y/y as ATT headwinds persist. The company expects to cut the impact of measurement
issues in half by the end of the year, but the remaining measurement and targeting issues are
likely longer-term fixes.

Guidance: FB gave 4Q21 revenue guidance of $31.5-34.0B (+12-21% y/y) and noted increased
uncertainty around the impact of Apple ATT changes and macro factors, with non-ad revenue
down y/y comping the launch of the Oculus Quest 2. For 2021 expenses, FB now expects $70-71B
(from $70-73B), with initial 2022 expense guidance of $91-97B (vs. our prior $81B). We believe opex
guidance could prove overly conservative. FB also expects 2022 capex of $29-34B.

Estimates: Our 2021E/2022E revenues decrease by 3.0%/5.5% and our adjusted EBITDA
estimates decrease by 6.5%/16.3%. Our GAAP EPS estimates for 2021E/2022E move to $13.92/
$14.17 from $14.88/$17.89.

VALUATION
Our price target of $410 (from $450) reflects ~23x 2022E core EPS (~22x ex cash), implying a P/E
of ~1.5x (in line with peer group).
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Suitability M/ACC

  
MARKET DATA
Current Price (Oct-25-21) $328.69
Market Cap (mln) $939,724
Current Net Debt (mln) $(58,075)
Enterprise Value (mln) $881,649
Shares Outstanding (mln) 2,859.0
30-Day Avg. Daily Value (mln) $7,332.0
Dividend $0.00
Dividend Yield 0.0%
52-Week Range $244.61 - $384.33

 

KEY FINANCIAL METRICS
  1Q 2Q 3Q 4Q
GAAP EPS ($, Dec FY)

2020A 1.71 1.80 2.71 3.88
2021E 3.30 3.61 3.49 4.47

new 3.30 A 3.61 A 3.22 A 3.80
2022E 3.85 4.31 4.29 5.42

new 3.05 3.39 3.46 4.26

2020A  2021E  2022E 
GAAP EPS ($, Dec FY)

old 10.09 14.88 17.89
new 10.09 13.92 14.17

P/E (GAAP EPS)
  32.6x 23.6x 23.2x
Adj. EBITDA (mln) ($, Dec FY)

old 46,069 68,902 82,940
new 46,069 64,438 69,422

Non-GAAP EPS ($, Dec FY)
old 11.70 17.54 20.96
new 11.70 16.59 17.35

Revenue (mln) ($, Dec FY)
old 85,966 120,842 146,259
new 85,966 117,264 138,233

 

Source:�Thomson�One,�Raymond�James�&
�ssociates.�Quarterly�figures�may�not�add�to�full
year�due�to�rounding.
Non-G��P�EPS�excludes�non-cash�items.�UR:
Under�Review

Please read domestic and foreign disclosure/risk information beginning on page 4 and Analyst Certification on page 5.
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Estimates: Our 2021E/2022E revenues decrease by 3.0%/5.5% and our adjusted EBITDA estimates decrease by 6.5%/16.3%.  Our 

GAAP EPS estimates for 2021E/2022E move to $13.92/$14.17 from $14.88/$17.89.   

 

3Q21 Summary: Total revenue of $29.0B was 3%/2% below our/Street estimates and increased 34% y/y FXN vs. 50% in 2Q. Ad 

revenue of $28.3B (4%/2% below our/Street estimates) increased 32% y/y FXN (vs. 51% y/y in 2Q). Adjusted EBITDA of $14.8B was 

11%/5% below our/Street estimates of $16.6B/$15.6B. GAAP EPS of $3.22 was below our estimate of $3.49 but above Street 

/$3.19. 

 

From To % Change From To % Change From To % Change

1Q21 $26,171 $26,171 0.0% $15,180 $15,180 0.0% $3.30 $3.30 0.0%

2Q21 $29,077 $29,077 0.0% $16,900 $16,900 0.0% $3.61 $3.61 0.0%

3Q21 $29,959 $29,010 -3.2% $16,630 $14,797 -11.0% $3.49 $3.22 -8.0%

4Q21E $35,635 $33,006 -7.4% $20,192 $17,561 -13.0% $4.47 $3.80 -15.1%

FY21E $120,842 $117,264 -3.0% $68,902 $64,438 -6.5% $14.88 $13.92 -6.4%

FY22E $146,259 $138,233 -5.5% $82,940 $69,422 -16.3% $17.89 $14.17 -20.8%

Source: Company reports, Raymond James research.

Raymond James Estimate Changes

Period
    Revenue ($ Mil) Adjusted EBITDA ($ Mil) GAAP EPS

Actuals vs. Estimate Summary Table
$ in millions, except EPS Actual RJ Est  Diff % Diff Street % vs. Street

Advertising Revenues $28,276 $29,560 ($1,284) -4.3% $28,960 -2.4%
Payments & Other Revenues $734 $398 $336 84.2% $473 55.2%
Total Revenues $29,010 $29,959 ($949) -3.2% $29,570 -1.9%

y/y
Advertising Revenues 33.2% 39.3% -6.1%
Payments & Other Fees 194.8% 60.0% 134.8%
Total Revenues 35.1% 39.5% -4.4%

Cost of Revenues $5,624 $5,632 ($8) -0.1%
Gross Profit $23,386 $24,327 ($941) -3.9% $23,894 -2.1%

Gross Margin 80.6% 81.2% -0.6% 80.8%

Operating Expenses
Marketing & Sales $3,336 $3,295 $41 1.2%
Research & Development $4,467 $4,569 ($102) -2.2%
General and Administrative $2,781 $1,887 $894 47.3%
SBC $2,379 $2,518 ($139) -5.5%
Total Operating Expenses $12,963 $12,270 $693 5.7%

GAAP Operating Income $10,423 $12,057 ($1,634) -13.6% $10,891 -4.3%
GAAP Operating Margin 35.9% 40.2% -4.3% 36.8%

Adjusted EBITDA $14,797 $16,630 ($1,833) -11.0% $15,572 -5.0%
y/y 29.1% 45.1% -16.0%
EBITDA Margin 51.0% 55.5% -4.5% 52.7% -1.7%

GAAP EPS $3.22 $3.49 ($0.28) -8.0% $3.19 1%

Ad Revenues by Geography

US & Canada $13,094 $13,767 ($673) -4.9%

Europe $6,821 $7,262 ($441) -6.1%

APAC $5,398 $5,520 ($122) -2.2%

ROW $2,963 $3,012 ($49) -1.6%

Total $28,276 $29,560 ($1,284) -4.3%

User Metrics
MAU 2,910 2,939 (29) -1.0%

y/y 6.2% 7.3% -1.1%

DAU 1,930 1,939 (9) -0.5%
y/y 6.0% 6.5% -0.5%

DAU/MAU 66.3% 66.0% 0.3% 0.5%

Source: Company reports, Raymond James research.
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Facebook (FB) Raymond James

Income Statement aaron.kessler@raymondjames.com (415) 616-8959

($ in mill ions) 2019 2020 1Q21 2Q21 3Q21 4Q21E 2021E 1Q22E 2Q22E 3Q22E 4Q22E 2022E

Advertising Revenues 69,655    84,169    25,439    28,580    28,276    32,387    114,682  29,790    32,727    33,715    39,195    135,427  

Payments & Other Revenues 1,042      1,797      732          497          734          620          2,583      586          447          844          929          2,806      

Total Revenues 70,697    85,966    26,171    29,077    29,010    33,006    117,264  30,376    33,174    34,559    40,124    138,233  

Cost of Revenues 12,393    16,245    5,013      5,236      5,624      6,370      22,243    6,683      6,967      7,257      8,225      29,132    

   Gross Profit 58,304    69,721    21,158    23,841    23,386    26,636    95,021    23,693    26,207    27,302    31,899    109,101  

Operating Expenses

Research & Development 10,112    13,530    3,789      4,129      4,467      4,951      17,336    5,164      5,640      5,962      6,520      23,285    

Marketing & Sales 9,308      10,899    2,669      3,020      3,336      3,878      12,903    3,189      3,446      3,940      4,674      15,249    

General and Administrative 10,063    6,085      1,492      1,777      2,781      2,310      8,360      2,339      2,389      2,488      2,889      10,105    

SBC 4,835      6,536      1,830      2,548      2,379      2,454      9,211      2,554      3,004      2,954      3,004      11,516    

Total Operating Expenses 34,318    37,050    9,780      11,474    12,963    13,594    47,811    13,246    14,478    15,343    17,088    60,155    

COGS + Cash OpExp 41,876    46,759    12,963    14,162    16,208    17,510    60,843    17,375    18,440    19,647    22,309    77,771    

GAAP COGS + OpExp 46,711    53,295    14,793    16,710    18,587    19,964    70,054    19,929    21,444    22,601    25,313    89,287    

Operating Income 23,986    32,671    11,378    12,367    10,423    13,042    47,210    10,447    11,730    11,959    14,811    48,946    

Adjusted EBITDA 40,062    46,069    15,180    16,900    14,797    17,561    64,438    15,136    16,939    17,188    20,160    69,422    

Other income 826          509          125          146          142          147          560          152          157          162          167          638          

Pre-Tax Income 24,812    33,180    11,503    12,513    10,565    13,189    47,770    10,599    11,887    12,121    14,978    49,584    

Taxes 6,327      4,035      2,006      2,119      1,371      2,308      7,804      1,855      2,080      2,121      2,621      8,677      

GAAP Net Income 18,485    29,145    9,497      10,394    9,194      10,881    39,966    8,744      9,807      9,999      12,357    40,907    

Non-GAAP Net Income 21,953 33,803 11,008 12,511 11,264 12,828 47,610 10,785 12,210 12,361 14,745 50,102

GAAP EPS $6.44 $10.09 $3.30 $3.61 $3.22 $3.80 $13.92 $3.05 $3.39 $3.46 $4.26 $14.17

Non-GAAP EPS $7.64 $11.70 $3.82 $4.35 $3.94 $4.48 $16.59 $3.76 $4.23 $4.27 $5.09 $17.35

GAAP Diluted Shares 2,860      2,888      2,882      2,877      2,859      2,864      2,871      2,869      2,889      2,894      2,899      2,888      

Non-GAAP Diluted Shares 2,872      2,888      2,882      2,877      2,859      2,864      2,871      2,869      2,889      2,894      2,899      2,888      

2019 2020 1Q21 2Q21 3Q21 4Q21E 2021E 1Q22E 2Q22E 3Q22E 4Q22E 2022E

Y/Y%

Advertising Revenues 26.6% 20.8% 45.9% 56.0% 33.2% 19.1% 36.3% 17.1% 14.5% 19.2% 21.0% 18.1%

Payments & Other Revenues 26.2% 72.5% 146.5% 35.8% 194.8% -30.0% 43.7% -20.0% -10.0% 15.0% 50.0% 8.7%

Total Revenues 26.6% 21.6% 47.6% 55.6% 35.1% 17.6% 36.4% 16.1% 14.1% 19.1% 21.6% 17.9%

   Gross Profit 24.7% 19.6% 47.2% 59.2% 34.5% 15.9% 36.3% 12.0% 9.9% 16.7% 19.8% 14.8%

Non-GAAP OperExp (incl COGS) 56.4% 11.7% 23.4% 28.4% 38.4% 29.6% 30.1% 34.0% 30.2% 21.2% 27.4% 27.8%

   GAAP COGS plus OpExp 51.0% 14.1% 24.9% 31.3% 38.4% 30.5% 31.4% 34.7% 28.3% 21.6% 26.8% 27.5%

    GAAP COGS + OpExp (normalized) 33.3% 14.1% 24.9% 31.3% 38.4% 30.5% 31.4% 34.7% 28.3% 21.6% 26.8% 27.5%

GAAP Operating Expenses 57.0% 8.0% 15.3% 27.3% 38.6% 33.2% 29.0% 35.4% 26.2% 18.4% 25.7% 25.8%

Non-GAAP OpExp 66.6% 3.5% 11.3% 22.0% 38.7% 32.3% 26.5% 34.5% 28.5% 17.1% 26.4% 26.0%

Operating Income -3.7% 36.2% 93.1% 107.4% 29.6% 2.1% 44.5% -8.2% -5.2% 14.7% 13.6% 3.7%

Adjusted EBITDA 20.0% 15.0% 72.0% 80.5% 29.1% 6.9% 39.9% -0.3% 0.2% 16.2% 14.8% 7.7%

GAAP Net Income -16.4% 57.7% 93.7% 100.7% 17.2% -3.0% 37.1% -7.9% -5.7% 8.8% 13.6% 2.4%

GAAP EPS -15.1% 56.8% 92.8% 100.9% 18.5% -2.1% 38.0% -7.5% -6.0% 7.4% 12.2% 1.7%

Non-GAAP EPS -13.3% 53.1% 82.0% 89.4% 35.2% 1.5% 41.7% -1.6% -2.8% 8.4% 13.6% 4.6%

Expenses - % of revenues

Cost of Revenues 17.5% 18.9% 19.2% 18.0% 19.4% 19.3% 19.0% 22.0% 21.0% 21.0% 20.5% 21.1%

Research & Development 14.3% 15.7% 14.5% 14.2% 15.4% 15.0% 14.8% 17.0% 17.0% 17.3% 16.3% 16.8%

Marketing & Sales 13.2% 12.7% 10.2% 10.4% 11.5% 11.8% 11.0% 10.5% 10.4% 11.4% 11.7% 11.0%

General and Administrative 14.2% 7.1% 5.7% 6.1% 9.6% 7.0% 7.1% 7.7% 7.2% 7.2% 7.2% 7.3%

SBC 6.8% 7.6% 7.0% 8.8% 8.2% 7.4% 7.9% 8.4% 9.1% 8.5% 7.5% 8.3%

Depreciation 8.1% 8.0% 7.5% 6.8% 6.9% 6.3% 6.8% 7.0% 6.6% 6.6% 5.8% 6.5%

Total Operating Expenses 48.5% 43.1% 37.4% 39.5% 44.7% 41.2% 40.8% 43.6% 43.6% 44.4% 42.6% 43.5%

Operating Expenses (ex SBC) 41.7% 35.5% 15.9% 16.5% 21.1% 18.8% 32.9% 18.2% 17.6% 18.6% 18.9% 35.2%

COGS plus Cash OpExp 59.2% 54.4% 49.5% 48.7% 55.9% 53.1% 51.9% 57.2% 55.6% 56.8% 55.6% 56.3%

Tax Rate (GAAP) 25.5% 12.2% 17.4% 16.9% 13.0% 17.5% 16.3% 17.5% 17.5% 17.5% 17.5% 17.5%

Margins

Gross Margin 82.5% 81.1% 80.8% 82.0% 80.6% 80.7% 81.0% 78.0% 79.0% 79.0% 79.5% 78.9%

EBITDA Margin 56.7% 53.6% 58.0% 58.1% 51.0% 53.2% 55.0% 49.8% 51.1% 49.7% 50.2% 50.2%

Non-GAAP Operating Margin 40.8% 45.6% 50.5% 51.3% 44.1% 47.0% 48.1% 42.8% 44.4% 43.2% 44.4% 43.7%

Operating Margin 33.9% 38.0% 43.5% 42.5% 35.9% 39.5% 40.3% 34.4% 35.4% 34.6% 36.9% 35.4%

Source: Company Documents and Raymond James research. 
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COMPANY DESCRIPTION

Facebook, Inc. is the leading social
network, with more than 2 billion
monthly active users (MAUs) and over
1.4 billion daily active users (DAUs).
Facebook enables users to stay
connected with friends and family,
discover what is going on in the world
around them, and share and express
with others what matters most to
them. Facebook operates a number
of leading sites and apps, including
Facebook, Messenger, WhatsApp, and
Instagram.
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IMPORTANT INVESTOR DISCLOSURES

Unless otherwise specified, the term “Raymond James” shall denote, where appropriate, Raymond James & Associates, Inc. (RJA), Raymond
James Ltd. (RJL), and their affiliates, subsidiaries and related entities.

Analyst Information
Analyst Compensation: Research analysts and associates at Raymond James are compensated on a salary and bonus system. Several factors
enter into the compensation determination for an analyst, including: i) research quality and overall productivity, including success in rating stocks
on an absolute basis and relative to the local exchange composite index and/or sector index; ii) recognition from institutional investors; iii) support
effectiveness to the institutional and retail sales forces and traders; iv) commissions generated in stocks under coverage that are attributable to
the analyst's efforts; v) net revenues of the overall Equity Capital Markets Group; and vi) comparable compensation levels for research analysts
at competing peer firms.

Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of, or associated with, RJA are not
registered/qualified as research analysts under FINRA rules and are not subject to FINRA Rule 2241 restrictions on communications with covered
companies, trading securities held by a research analyst account, and obligations related to identifying and managing conflicts of interest.

This global disclosure considers all entities of Raymond James and its affiliates. The jurisdiction where the analyst(s) is registered will determine
what is permitted. For example, if the persons responsible for the content of this report are not licensed as research analysts in accordance with
applicable rules promulgated by the regulatory organization(s) where this report is distributed, any client wishing to effect trades in any security
should contact their Raymond James representative.

The analysts Aaron Kessler and Andrew Marok, primarily responsible for the preparation of this research report, attest to the following: (1)
that the views and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers and
(2) that no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views in this research report. In addition, said analyst(s) has not received compensation from any subject company in the last 12 months.

Company Specific Disclosures
Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative
factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness; competition;
visibility; financial condition; and expected total return, among other factors. Collectively, these factors are subject to change depending on overall
economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates Raymond James’ target price and rating changes for any subject companies over the past three
years.
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Facebook, Inc. (FB) | Oct-25-21
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MO2:$180.00
Oct-30-18

MO2:$200.00
Jan-30-19

MO2:$225.00
Apr-24-19

MO2:$230.00
Jul-25-19

SB1:$270.00
Jan-29-20

SB1:$215.00
Apr-21-20

SB1:$240.00
Apr-30-20

SB1:$280.00
Jul-31-20

SB1:$320.00
Oct-29-20

SB1:$360.00
Jan-27-21

SB1:$415.00
Apr-28-21

SB1:$450.00
Jul-28-21

S-Suspended NR-Not Rated R-Restricted UR-Under Review SB1-Strong Buy 1 MO2-Outperform 2 MP3-Market Perform 3 MU4-Underperform 4

Closing Price Price Target

Valuation Methodology

Facebook, Inc.
Our valuation methodology for shares of Facebook is based on a combination of EV/EBITDA, EV/EBITDA/growth, P/E, PEG, and EV/revenue ratios
relative to the most relevant peer group.

General Risk Factors

Following are some general risk factors that pertain to the businesses of the subject companies and the projected target prices and
recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/service pricing
could change and adversely impact expected revenues and earnings; (2) issues relating to major competitors or market shares or new product
expectations could change investor attitude toward the sector or this stock; (3) Unforeseen developments with respect to the management,
financial condition or accounting policies or practices could alter the prospective valuation.

Company Specific Risk Factors

Facebook, Inc.
User Engagement Facebook’s success depends on adding, retaining, and engaging active users. We note that a number of other social networking
companies that achieved early popularity have since seen their active user bases decline significantly.
Competition Facebook faces competition from a variety of companies offering Internet products, services, content, and online advertising
offerings, including Google, Microsoft, Pinterest, and Twitter, as well as from mobile companies and smaller Internet companies that offer products
and services that may compete with specific Facebook features. Additionally, Facebook faces competition from other social network offerings as
well as other regional social networks that have strong positions in particular countries.
Government Restrictions It is possible that governments may seek to censor content available on Facebook in their country, restrict access to
Facebook from their country entirely, or impose other restrictions that may affect the accessibility of Facebook in their country for an extended
period of time or indefinitely. For example, access to Facebook has been, or is currently, restricted in whole or in part in China, Iran, North Korea,
and Syria.
Concentration of Voting Power Mr. Zuckerberg controls a majority of the company’s voting power, and as such, shareholders have essentially
no input in the direction of the company.
For reasons cited above, we assign FB a Moderate Risk/Wealth Accumulation(M/ACC) suitability rating.

Relationship Disclosures

Certain affiliates of Raymond James expect to receive or intend to seek compensation for investment banking services from all companies under
research coverage within the next three months. The person(s) responsible for the production of this report declare(s) that, as far as they are aware,
there are no relationships or circumstances (including conflicts of interest) that may in any way impair the objectivity of this recommendation
directly or indirectly. This statement applies equally to any persons closely associated with him or her. However, it is possible that persons making
communications in relation to a security may have a holding in that security and this will be disclosed. As stated, Raymond James has controls
in place to manage such risks.

PAGE 5 OF 9

US RESEARCH FACEBOOK, INC.



In the event that this is a compendium report (i.e., covers six or more subject companies), Raymond James may choose to provide specific
disclosures for the subject companies by reference. To access these disclosures, clients should refer to: raymondjames.bluematrix.com/sellside/
Disclosures.action or call toll free at 1.800.237.5643 in the United States or 1.800.667.2899 in Canada. In other jurisdictions, please contact your
local Raymond James’ representative.

Company Name Disclosure
Facebook, Inc. Raymond James & Associates, Inc. makes a market in the shares of Facebook, Inc..

Investor Disclosures

In the United States (or U.S.), RJA is registered with the Financial Industry Regulatory Authority (FINRA) as a member firm. RJA is responsible for the
preparation and distribution of reports created in the United States. RJA is located at The Raymond James Financial Center, 880 Carillon Parkway,
St. Petersburg, Florida 33716 (Raymond James Financial (RJF) Corporate Headquarters), 727.567.1000. Raymond James Financial Services, Inc.
(RJFS) is registered with FINRA as a Member Firm. RJFS is located at the RJF Corporate Headquarters.

RJA non-U.S. affiliates, which are not FINRA member firms (with the exception of Raymond James (USA) Ltd.), include the following entities, which
are responsible for the creation or distribution of reports in their respective areas:

In Canada, RJL is registered with the Investment Industry Regulatory Organization of Canada (IIROC) as a member firm. RJL is responsible for the
preparation and distribution of reports created in Canada. RJL is located at Suite 2100, 925 West Georgia Street, Vancouver, BC V6C 3L2 (RJL Head
Office), 604.659.8200. Raymond James (USA) Ltd. (RJLU) is registered with FINRA as a member firm, which is responsible for the distribution of
reports created in Canada and the United States to both American clients living in Canada and Canadian clients living in the United States. RJLU
is located at the RJL Head Office.

In the United Kingdom, Raymond James Financial International Ltd. (RJFI) and Raymond James Investment Services, Ltd. (RJIS) are authorised
and regulated by the Financial Conduct Authority (FCA). RJFI and RJIS are located at Ropemaker Place, 25 Ropemaker Street, London, England,
EC2Y 9LY, +44 203 798 5600.

This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in a locality,
state, province, country, or other jurisdiction where such distribution, publication, availability, or use would be strictly prohibited or contrary to
law or regulation. The securities discussed in this report may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the
solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is not investment advice and
does not constitute a personal recommendation, nor does it take into account the particular investment objectives, financial situations, or needs
of individual clients. Information in this report should not be construed as advice designed to meet the individual objectives of any particular
investor. Investors should consider this report as only a single factor in making their investment decision. Some investments discussed in this
report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that
investment is realized. Those losses may equal your original investment. Consultation with your Raymond James representative is recommended.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing in this
report constitutes investment, legal, accounting or tax advice or is a representation that any investment or strategy is suitable or appropriate to
your individual circumstances or otherwise constitutes a personal recommendation to you.

The information provided is as of the date above and is subject to change and may or may not be updated. This report should not be deemed a
recommendation to buy or sell any security. Certain information has been obtained from third-party sources Raymond James considers reliable,
but Raymond James does not guarantee that such information is accurate or complete. Persons within Raymond James may have information
that is not available to the contributors of the information contained in this report. Raymond James, including affiliates and employees, may
execute transactions in the securities listed in this report that may not be consistent with the ratings appearing in this report.

With respect to materials prepared by Raymond James, all expressions of opinion reflect the judgment of the Research Departments of Raymond
James, or its affiliates, as of the date above and are subject to change. Raymond James may perform investment banking or other services for,
or solicit investment banking business from, any company mentioned in this report.

Raymond James reports are disseminated and available to Raymond James clients simultaneously via electronic publication to Raymond
James' internal proprietary websites (RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access &
raymondjames.ca). Not all reports are directly distributed to clients or third-party aggregators. Certain reports may only be disseminated on
Raymond James' internal proprietary websites; however, such reports will not contain estimates or changes to earnings forecasts, target price,
valuation, or investment or suitability rating. Individual Raymond James associates may also opt to circulate published reports to one or
more clients electronically. This electronic communication distribution is discretionary and is done only after the report has been publically
disseminated via RJ's internal proprietary websites. The level and types of communications provided by Raymond James associates to clients
may vary depending on various factors including, but not limited to, the client's individual preference as to the frequency and manner of receiving
communications. For reports, models, or other data available on a particular security, please contact your Raymond James representative or
financial advisor or visit for RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access & raymondjames.ca.
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Raymond James’ policy is to update reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated in a report. Raymond James' policy is only to publish reports that are
impartial, independent, clear, and fair and not misleading. Any information relating to the tax status of the securities discussed in this report is
not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular
circumstances from an independent tax professional.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,
authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party
website or the collection or use of information regarding any website's users and/or members. Raymond James has not reviewed any such third-
party websites and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to
Raymond James’ own website material) is provided solely for your convenience and information, and the content of any such website does not
in any way form part of this report. Accessing such website or following such link through this report or Raymond James’ website shall be at your
own risk. Additional information is available on request.

All right, title, and interest in any Raymond James reports is the exclusive property of Raymond James Financial, Inc. and its affiliates, except as
otherwise expressly stated. Raymond James® is the registered trademark of Raymond James Financial, Inc. All trademarks, service marks, slogans,
logos, trade dress and other identifiers, third-party data and/or market data (“intellectual property”) displayed in the Raymond James reports
are the property of Raymond James, or of other parties. The names of other companies and third-party products or services or other intellectual
property mentioned in the Raymond James reports may be the copyright, trademarks, or service marks of their respective owners. U.S. and foreign
copyright, trademark, common law rights and statutes protect this intellectual property. You are prohibited from using any intellectual property
for any purpose including, but not limited to, use on other materials, in presentations, as domain names, or as metatags, without the express
written permission of Raymond James or such other party that may own the marks.

Notice to RJA PCG Financial Advisors - Non-U.S. securities discussed in this report are generally not eligible for sale in the U.S. unless they are
listed on a U.S. securities exchange. This report may not be used to solicit the purchase or sale of a security in any state where such a solicitation
would be illegal. By accessing this report, you agree to not solicit the purchase or sale of any security mentioned in the report that is not listed
on a U.S. securities exchange, or is not otherwise registered under applicable state Blue Sky laws. Furthermore, you acknowledge that you will
be solely responsible for any and all costs associated with the rescission of trades in unregistered securities. Please contact the International
Research Liaison with any questions at 727.567.5559.

Ratings and Definitions
RJA (U.S.) Definitions: Strong Buy (SB1) The security is expected to appreciate, produce a total return of at least 15%, and outperform the S&P
500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least
15% is expected to be realized over the next 12 months. Outperform (MO2) The security is expected to appreciate or outperform the S&P 500
over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used
for securities where Raymond James is comfortable with the relative safety of the dividend and expects a total return modestly exceeding the
dividend yield over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P 500 over
the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform (MU4) The security is
expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The security’s rating and
price target have been suspended temporarily. This action may be due to market events that made coverage impracticable or to comply with
applicable regulations or firm policies in certain circumstances. When a security’s research coverage has been suspended, the previous rating and
price target are no longer in effect for this security, and they should not be relied upon.

RJL (Canada) Definitions: Strong Buy (SB1) The security is expected to appreciate and produce a total return of at least 15% and outperform
the S&P/TSX Composite Index over the next six to 12 months. Outperform (MO2) The security is expected to appreciate and outperform the S&P/
TSX Composite Index over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P/
TSX composite Index over the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform
(MU4) The security is expected to underperform the S&P/TSX Composite Index or its sector over the next six to 12 months and should be sold.
Suspended (S) The security’s rating and price target have been suspended temporarily. This action may be due to market events that made
coverage impracticable or to comply with applicable regulations or firm policies in certain circumstances or may otherwise have a perceived
conflict of interest. When a security’s research coverage has been suspended, the previous rating and price target are no longer in effect for this
security, and they should not be relied upon.
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Coverage Universe Rating Distribution* Investment Banking Relationships
RJA RJL RJA RJL

Strong Buy and Outperform (Buy)
Market Perform (Hold)
Underperform (Sell)

61% 79%
36% 21%
3% 0%

29% 35%
16% 12%
21% 0%

*�Columns�may�not�add�to�100%�due�to�rounding.

 
RJA Suitability Ratings (SR)

Moderate Risk/Provide Income (M/INC) Larger capitalization, lower volatility (beta) equities of companies with sound financials, consistent
earnings, and dividend yields meaningfully above that of the S&P 500. Many securities in this category are structured with a focus on providing
a consistent dividend or return of capital. Moderate Risk/Wealth Accumulation (M/ACC) Larger capitalization equities of companies with
sound financials, consistent earnings growth, the potential for long-term price appreciation, and often a dividend yield. Moderately Aggressive
Risk/Provide Income (MA/INC) Generally equities of companies that are structured with a focus on providing a dividend meaningfully above
that of the S&P 500. These companies typically feature sound financials, positive earnings, and the potential for long-term price appreciation.
Moderately Aggressive Risk/Wealth Accumulation (MA/ACC) Generally equities of companies in fast growing and competitive industries with
less predictable earnings (or losses), potentially more leveraged balance sheets, rapidly changing market dynamics, and potential risk of principal.
Aggressive Risk/Provide Income (A/INC) Generally equities of companies that are structured with a focus on providing a meaningful dividend
but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive
issues, higher price volatility (beta), and meaningful risk of loss of principal. Securities of companies in this category may have a more volatile
income stream from dividends or distributions of capital. Aggressive Risk/Wealth Accumulation (A/ACC) Generally equities of companies with
a short or unprofitable operating history, limited or less predictable revenues, high risk associated with success, high volatility (beta), potential
significant financial or legal issues, and the meaningful risk of loss of principal.

RJL Suitability Ratings

RJL has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data from multiple vendors, and all data is
refreshed at least monthly. Accordingly, suitability ratings are updated monthly. The suitability rating shown on this report is current as of the
report's published date. In the event that a suitability rating changes after the published date, the new rating will not be reflected until the analyst
publishes a subsequent report.

International Disclosures
For clients of RJA: Any foreign securities discussed in this report are generally not eligible for sale in the United States unless they are listed on
a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or
sale of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the United States,
including ADRs, may entail certain risks.

The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting requirements of the U.S. Securities and Exchange
Commission. There may be limited information available on such securities. Investors who have received this report may be prohibited in certain
states or other jurisdictions from purchasing the securities mentioned in this report. Please ask your RJA financial advisor for additional details
and to determine if a particular security is eligible for purchase in your state.

For clients of RJFS: This report was prepared and published by Raymond James and is being provided to you by RJFS solely for informative
purposes. Any person receiving this report from RJFS should direct all questions and requests for additional information to their RJFS financial
advisor.

For clients of RJL: In the case where there is Canadian analyst contribution, the report meets all applicable IIROC disclosure requirements. RJL
is a member of the Canadian Investor Protection Fund.

For clients of RJFI: This report is prepared for and distributed by RJFI, and any investment to which this report relates is intended for the sole
use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in the FCA rules
or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, unincorporated associations, etc.) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any other person to whom this promotion may lawfully
be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by
such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For clients of RJIS: This report is prepared for and distributed by RJIS, and is for the use of professional investment advisers and managers and
is not intended for use by retail clients.

For purposes of the FCA requirements, this report is classified as independent with respect to conflict of interest management. RJFI and RJIS are
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authorised and regulated by the FCA.

For clients of Raymond James Euro Equities (RJEE): RJEE is authorised and regulated by the Autorite de Controle Prudentiel et de Resolution
and the Autorite des Marches Financiers. As of 30 November, 2020, RJEE is an unaffiliated entity of Raymond James. RJEE is located at SAS, 45
Avenue George V, 75008, Paris, France, +33 1 45 61 64 90. This report is prepared for and distributed by RJEE pursuant to an agreement with
Raymond James, and any investment to which this report relates is intended for the sole use of the persons to whom it is addressed, being persons
who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de l'Autorite des
Marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as retail clients.

For recipients in Brazil: This is a strictly privileged and confidential communication between Raymond James & Associates and its selected
clients. This communication contains information addressed only to specific individuals in Brazil and is not intended for distribution to, or use
by, any person other than the named addressee. This communication (i) is provided for informational purposes only, (ii) should not be construed
in any manner as any solicitation or offer to buy or sell any investment opportunities or any related financial instruments, and (iii) should not be
construed in any manner as a public offer of any investment opportunities or any related financial instruments. If you are not the named addressee,
you should not disseminate, distribute, or copy this communication. Please notify the sender immediately if you have mistakenly received this
communication.

The investments analyzed in this report may not be offered or sold to the public in Brazil. Accordingly, the investments in this report have not been
and will not be registered with the Brazilian Securities and Exchange Commission (Comissão de Valores Mobiliários, the “CVM”), nor have they
been submitted to the foregoing agency for approval. Documents relating to the investments in this report, as well as the information contained
therein, may not be: (i) supplied to the public in Brazil, as the offering of investment products is not a public offering of securities in Brazil; nor (ii)
used in connection with any offer for subscription or sale of securities to the public in Brazil.

For clients in Australia: Despite anything in this report to the contrary, this report is prepared for and distributed in Australia by RJFI with the
assistance of RJA, and RJA at times will act on behalf of RJFI. This report is only available in Australia to persons who are “wholesale clients” (within
the meaning of the Corporations Act 2001 (Cth)) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed
on to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature
only and has been prepared without taking into account the objectives, financial situation, or needs of the individual recipient. RJFI and RJA
do not hold an Australian financial services license. RJFI is exempt from the requirement to hold an Australian financial services license under
the Corporations Act 2001 (Cth) in respect of financial services provided to Australian wholesale clients under the exemption in ASIC Class Order
03/1099 (as continued by ASIC Corporations (Repeal and Transitional) Instrument 2016/396). RJFI is regulated by the UK FCA under UK laws, which
differ from Australian laws. RJA is acting on behalf of RJFI with respect to distribution and communications related to this report.

For clients in New Zealand: In New Zealand, this report is prepared for and may only be distributed by RJFI to persons who are wholesale clients
pursuant to Section 5C of the New Zealand Financial Advisers Act 2008.

Proprietary Rights Notice
By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by Raymond
James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or commercially exploit
the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express written consent of
Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other intellectual
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec. 501 et. seq., provides for civil and criminal penalties for
copyright infringement. No copyright claimed in incorporated U.S. government works.

© 2021 Raymond James Financial, Inc. All rights reserved.

© 2021 Raymond James & Associates, Inc.

© 2021 Raymond James Ltd., Member Canadian Investor Protection Fund
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