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: MiFID I

Investor Protection Transparency

— New requirements for best execution & conflicts @® — Preand post trade extended to new
of interest — more disclosure required products (debt, OTC) and venues (Sls,

— Product governance requirements OTFs).

— Costs and charges unbundling (incl. packaged — Data submitted to new Approved
products) Publication Authorities (APAs)

— Inducements, monetary benefits, non-monetary @
benefits

— Key changes on giving advice, assessing suitability Transaction Reporting
and appropriateness Transparency — Covers all asset classes in scope

— Local Authorities — considered retail clients by (pEesand — Increases to 65 data fields including many
default Investor [FECIET ) Transaction derived and new types

— TCF to be applied for structured products Protection Reporting — Reportable data extends beyond

economic fields and into HR/personal data

Authorisation, Branches & Passporting
i Microstructural Issues

(EU & Third Country) L Authorisation, Microstructural i
— Member States to determine if third country @ Branches & . Issues — Algo library

FI must establish branch to solicit business Passporting (HFT/DMA) — Clock sync

with retail/professional clients — Testing and controls (incl. real-time and
— AIFMD to be changed to allow passporting preventative) to ensure resilience/stability
— Initial capital required for branches — Definition of independent, significant and

Data HFT

. . *
Publication . — Venue testing environments
L . & Access Commodity
Data Publication & Access (CCPs, Trading ® (CCPs, Trading Derivatives

Venues & Benchmarks) (EU & Third Ven':les 8;( Commodity Derivatives

Count A TRELY — Position reporting and limits regime (net

— Engzced governance requirements for trading Infr:::‘::s:ure b)c') ;nlj user"a)o e i regme
venues; creation of OTF and new definitions Governance Trading & ’ — Trading houses subject to MiFID for client
for MTF Clearing business

— Transparency and non-discriminatory access — End user identification is an issue
fees must be fair and non-discriminatory;

— Co-lo to be fair and non-discriminatory

— Third country trading venue can access CCP

subject to equivalence assessment

— Licence requirement for benchmarks Market Infrastructure, Trading &
@ Clearing
Governance — Eligible contracts to be centrally traded
— Roles of directors of firms to be specified @ — STP for trading, clearing, margin &
by ESMA, incl. limits on directorships collateral

— Indirect clearing arrangements

Source: KPMG
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What does MiFID mean?

The Markets in Financial Instruments Directive

What is MiFID II?

It regulates firms who provide services to clients linked to "financial instruments”.
The objectives of the regulation are to:

" Increase transparency and protection for end investors
= Make costs of trading and investing clear and explicit

Who is impacted by MiFID II?

All European (including UK) buy-side and sell-side institutions & Global fims with European operations

Implications for sell side under MiFID II?

Research providers must separately price research services from trading, not linking research to transaction
volume in any way.
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How can fund managers pay for research services under MiFID II?

= Use their own resources, via P&L
= Use clients’ money via a Research Payment Accounts (RPA) — Transaction method
= Make a direct charge to clients investing in the fund — Accounting method

Implications for buy side under MiFID II?

Asset managers must:

= have a clear and published research procurement process in place.

= set client agreed budgets up front for specific research services.

= agree on research pricing with the research providers.

= track the usage and value of research via various systems like ONEaccess and Commcise.

= assess the quality of research via votes if not done before or more often.
= switch off all research that is not being paid for to avoid the risk of inducement

When does MiFID Il come into effect?

3 January 2018
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What is the definition of research under MiFID II?

“Explicitly or implicitly recommend or suggest an investment strategy and provide a substantiated opinion as
to the present or future value or price of such instruments or assets". This means items such as:

= Analyst research reports and models
= Analyst calls and meetings

Corporate Access:

Meetings with corporates are not considered research and should be considered a separate service

— Asset managers will pay for the logistics for arranging coporate access from their own P&L. It is important
that the prices are at commercial levels and not linked to to payments for research or execution in order to
avoid the inducement risk.

What are the expectations after implementation of MiFID II?

Asset managers will become more aware of the cost for research, cutting budgets as a result.
A reduction in number of brokers used; using 4-5 bulge brackets and |-2 regional specialists.
Several asset managers will employ more analysts in-house.

Opportunity for independent research providers; or not as competition will be higher due to lower
research budgets and that you have to pay ordinary brokers for research too.
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How will MiFID Il impact corporates?

Corporate Access is a vital part of the investment process
— investors will continue to want meetings with corporates.

Asset managers will cut their research budgets and use fewer brokers
— makes it important for a company to use the remaining brokers for roadshows.

Some investors will use less corporate access since they will pay for the logistics costs
— they will be more selective about which companies to meet and not attend all seminars.

Instead of using a broker to set up meetings in the Nordic countries
— the fund managers may do this themselves to a larger extent. But this will require more resources as this is
a very time consuming task so it may be cheaper to pay a broker provide this service after all.

Corporates are unlikely to make ad-hoc trips to London, Paris, Frankfurt or New York just because an investor
there wants to meet them. There are no extra budgets for this and no extra time either
— they will stick to their traditional roadshow schedules and use the brokers with the highest market shares.
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There may be some independent roadshow providers trying to break into this market, but there are two

factors that are likely to make them less popular; firstly, they will have to charge the investor more than a
broker

Secondly, they do not know the investor based as well as the broker hence will have difficulties in providing
new potential clients to the corporate.

The cost cutting will put even more pressure on the sell side and they may drop coverage of some smaller
companies. This does not matter if you are a company covered by up to |5 analysts, but if you are a small cap
covered by 2 brokers and one gets made redundant

— it could be of serious problem as the valuation may get lower reducing the strategic option for the
company like issuing equity or taking on more debt.

With the buy side is likely to do more of its research in-house
— it could be a good idea for the IR part of a company’s website to outline the investment case. Not long, but

list the merits of the company with enough information about a company on its website to make a balanced
investment decision?

One asset manager | met last week though that companies should pay the cost for logistics to the brokers
instead of them...... but | am not sure what you think about that idea.
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Carnegie Securities
Market leading positions across all departments
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The leading independent Nordic investment bank with 56 analysts

= 8 analysts = 20 analysts

= 4 sales = 20 sales and sales traders

= 2 corporate access = 3 corporate access

NORWAY HH DENMARK ——

= 18 analysts = 10 analysts

= 7 sales and sales traders = 5 sales

= 2 corporate access = 2 corporate access

UK & CONTINENTAL EUROPE = USA & CANADA

= 21 sales and sales traders covering = 9 sales and sales traders covering
UK and Continental European North American clients trading in
clients trading in Nordic stocks Nordic stocks

= 4 corporate access = ] corporate access
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Disclosures and disclaimers

Carnegie Investment Bank AB — Carnegie Investment Bank AB (publ) is a leading independent investment bank with a Nordic focus. Carnegie generates added value for institutions, companies and private clients in the areas of trade in securities, investment banking, private banking and asset

management. The company has approximately 650 employees, located at offices in seven countries.

Ratings and risk assessment structure

Current rating system as of October 201 |

Buy (B): an upside of at least 10% to target price and with an attractive risk/reward profile.

Hold (H): the shares are trading close to their target price and are fairly valued.

Sell (S): unattractive risk/reward ratio as the shares are trading above their target price.

Not rated (NR), Under review (UR), Under bid (UB): the investment rating, if any, has been suspended temporarily.

Risk assessment

— The risk assessment is based on the analyst’s evaluation of the company’s equity beta based on the business risk (asset beta) and financial risk
(gearing).

Low risk Estimated equity beta <0.75

Medium risk Estimated equity beta 0.75 to 1.25

High risk Estimated equity beta >1.25

Target price

Analyst valuation methods — Carnegie publish a target price on a majority of the stocks in our Research Universe. The target price is the
analyst's assessment of expected total return over the coming six to 12 months based on various fundamental valuation methods. A commonly used
method is DCF-valuation where future cash flows are discounted to today. Analysts may also use different valuation multiples, e.g. P/E ratio and
EV/EBIT multiples, relative to industry peers to obtain target price. For companies where it is appropriate a target price could also be based on the
analyst’s assessment of a fair ratio in relation to the net asset value of the company.

Key risks — Target prices are changed when earnings and cash flow forecasts are changed. Thus, changes to estimates is a key risk to target price.
Other reasons for changing target price include changes in the underlying value of a company’s assets and when factors impacting the required rate
of return change, which also could be seen as risk factors to the target price.

Analyst certification

The research analyst or analysts responsible for the content of this report certify that, notwithstanding the existence of any potential conflicts of
interests referred to herein, the views expressed in this report accurately reflect the research analyst’s personal views about the companies and
securities covered. It is further certified that the research analyst has not been, nor is or will be, receiving direct or indirect compensation related
to the specific ratings or views contained in this report.

Valuation, methodology and assumptions
You will find detailed information about the valuation or methodology and the underlying assumptions on Carnegie edge (www.carnegie-edge.com).
The complete history of Research reports can also be found on Carnegie edge.

Potential conflict of interest

Carnegie, or its subsidiaries, may from time to time perform investment banking or other services for, or solicit investment banking or other
business from, any company mentioned in this report. Any such publicly announced business activity, during the past |2 months, will be referred to
in this report. A set of rules handling conflicts of interest is implemented within the Carnegie Group. Investment Banking and other business
departments within Carnegie are surrounded by arrangements to restrict the flows of sensitive information (“Chinese walls”). Persons outside a
Chinese wall may gain access to sensitive information only after having observed applicable Chinese wall crossing procedures. The remuneration of
persons involved in preparing this report is not tied to investment banking transactions performed by Carnegie or a legal person within the same
group. Confidential and non-public information regarding Carnegie and its clients, business activities and other circumstances that could affect the
market value of a security (“sensitive information”) is kept strictly confidential and may never be used in an undue manner. Internal guidelines are
implemented in order to ensure the integrity and independence of research analysts. In accordance with the guidelines the research department is
separated from the Investment Banking department and there are no reporting lines between the research department and Investment Banking. The
guidelines also include rules regarding, but not limited to, the following issues: contacts with covered companies, prohibition against offering
favourable recommendations, personal involvement in covered companies, participation in investment banking activities, supervision and review of
research reports, analyst reporting lines and analyst remuneration.

Research Disclaimer

The information in this report was obtained from various sources. While all reasonable care has been taken to ensure that the information is true
and not misleading, Carnegie does not guarantee its accuracy or completeness. If the report has been disclosed to the issuer and amended following
this disclosure before its dissemination, it will be referred to in Company specific disclosures. Carnegie, its subsidiaries and any of their officers or
directors may have a position, or otherwise be interested in, transactions in securities which are directly or indirectly the subject of this report.
Any significant financial interests held by the analyst, Carnegie or a legal person within the same group in relation to the issuer will be referred to in
the Company specific disclosures. This research report is prepared for general circulation and general information only. It does not have regard to
the specific investment objectives, financial situation or particular needs of any specific person who may receive this report. Investors should seek
financial advice regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report and
should understand that statements regarding future prospects may not be realized. Past performance is not necessarily a guide to future
performance. Carnegie and its subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any loss of
profits, arising from the use of this report or its contents. This report may not be reproduced, distributed or published by any recipient for any
purpose. Carnegie Investment Bank AB is a company incorporated in Sweden with limited liability regulated by the Swedish Financial Supervisory
Authority. This report is distributed in Sweden by Carnegie Investment Bank AB. Carnegie UK is the UK Branch of Carnegie Investment Bank AB.
Authorised by the Swedish Financial Supervisory Authority and subject to limited regulation by the UK Financial Conduct Authority. This report has
been approved for the purposes of Section 2| of the Financial Services and Markets Act 2000 by Carnegie UK and issued by it in the UK. In Finland
this report is issued by Carnegie Investment Bank AB, Finland Branch. The Finland branch is authorized by the Swedish Financial Supervisory
Authority and subject to limited regulation by the Finnish Financial Supervisory Authority. In Norway this report is issued by Carnegie AS, a wholly
owned subsidiary of Carnegie Investment Bank AB. Carnegie AS is regulated by the Financial Supervisory Authority of Norway. In Denmark this
report is issued by Carnegie Investment Bank, Denmark Branch. The Denmark branch is authorized by the Swedish Financial Supervisory Authority
and subject to limited regulation by the Danish Financial Supervisory Authority. This report is distributed in the US by Carnegie, Inc,, a US
registered broker-dealer. This report is provided for informational purposes only and under no circumstances is it to be used or considered as an
offer to sell, or a solicitation of any offer to buy any securities. Any U.S. person that wishes to effect transactions based upon this report should
contact Carnegie Inc. Investors in the US should be aware that investing in non-US securities entails certain risks. The securities of non-US issuers
may not be registered with, nor be subject to, the current informational reporting and audit standards of the US Securities and Exchange
Commission.
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