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Nielsen: Tobacco "All Channel" Data Through 12/26

Uptrading & Strong Pricing Continues to Drive Cig Category

¢ Cig $ Sales Show Continued Strength Driven by Strong Pricing — All
channel cig $ sales increased +3.0% during the recent 4-wk period ending
12/26/15 (+3.1% for 12-wks; +2.5% for 52-wks), on very strong +3.5% pricing
and sequential improvements in eq. unit volume of -0.5% (-0.7% for 12-wks). As
discussed in our “Tobacco Talk” surveys, the stronger tobacco consumer
continues to up-trade to premium brands — a plus for the category. We expect
strong manufacturer pricing and profit growth to continue in 2016.

RAI Cig $ Sales Remain Strong, Up +4.0%, Driven By Robust Newport
$ Sales Growth — RAI cig $ sales increased +4.0% this period outpacing the
industry’s +3.0% growth, driven by strong +3.4% pricing and improved +0.6%
volume trends (+0.1% for 12-wks; flat for 52-wks). Newport was the big
contributor, with $ sales up an impressive +5.6%, trending above its 52-wk
average (5.2%) and showcasing Reynold’s strong execution 6-months post the
Lorillard acquisition. Camel $ sales were up 2.9% on strong +3.0% net pricing
and unit volume of -0.10%, a sequential improvement vs -1.2% for 12-wks.

MO Cig $ Sales Decelerate, Up +2.6% vs +2.9% for 12-wks — No Change
to Marlboro Share — MO cig $ sales were driven primarily by pricing (+3.3%),
offset by soft volume growth (-0.7%). Marlboro $ sales (+2.0%) reflected strong
pricing (+3.6%), offset by -1.5% unit declines. Marlboro lost 45 bps of retail share,
bringing its unit share to 46.9%, roughly unchanged vs the November period.

¢ IMT $ Sales Decline -1.8% on Pressured Volumes — IMT continued to
show weak unit volume growth of -3.3% (vs -3.9% for 12-wks) as volume for three
of its top cig brands (Maverick, Kool and Salem) declined 3.0% on avg. IMT $
share declined 35bps Y/Y to 7.4% with Winston holding its $ share relatively flat
at 2.0% on higher promo activity (-2.3% pricing in Dec vs -1.7% 12k-wks).

e Smokeless Tobacco $ Sales Continue to Improve led by Grizzly (RAI)
and Copenhagen (MO) — Smokeless tobacco $ sales grew +7.2% during the
recent period vs +6.5% for 12-wks. RAI’s Grizzly and MO’s Copenhagen led the
pack with Grizzly $ sales up +11.0% (vs +10.7% for 12-wks) and Copenhagen up
+9.5% (vs +8.8% for 12-wks).

e E-Cig $ Sales Remain Weak, But Show Sequential Improvement
Despite Persistently Soft Pricing — All channel (mass channel + c-stores) e-
cig $ sales were down -14.7% in the recent period (-17.8% for 12-wks). Unit
volume trends improved -1.1% (-4.9% for 12-wks), but pricing remained soft
(-13.7%). Though e-cig y/y pricing has been in persistent decline, we believe it is
at least partially due to difficulty in capturing SKUs of the evolving vapor category
and proliferation of vapors/tanks/mods (VITM) and refills which tend to have
lower retail prices.

¢ E-Cigs — RAI Still Market Leader in $ Share — RAI reinforced its position as
the share leader in all channel e-cigs with 37.9% $ share, reflecting a
strengthening trend, sequentially and Y/Y. Fontem U.S. (blu eCigs), a subsidiary
of Imperial at 21.1%, Logic at 14.6%, and NJoy 3.7%. MO’s 7.9% $ share was
impressive given that it lapped a tough year ago comp (13.0%) and reflected
strong consumer uptake of its new MarkTen XL (+3.7% share in Dec) and Green
Smoke (+0.3%). While Nielsen’s data is useful directionally, we believe the e-cig
unit and pricing data is difficult to rely on given Nielsen is still not reporting
“equivalent” units in this category.
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WELLS FARGO SECURITIES, LLC

Tobacco EQUITY RESEARCH DEPARTMENT
Exhibit 1. Cigarette All Channel Scanner Data Summary (52-wk Category Retail $ Sales $61.3B)
Wells Fargo Securities - All Channel Scanner Data Summary
EQUnit Sales A yly Avg. EQPrice Ayly Dollar Sales A yly Dollar Share Unit Share
Number of Weeks in Period: 4Week  12Week 52Week | 4Week  12-Week 52WVieek | 4Week  12Week 52-Week | 4Week  12Week 52-Week | 4Week  12Vieek  52-Week
Period Ending: 122615 1226115 122615 | 122615 122615 1226115 | 122615 122615 1226115 | 122615 122615 1212615 | 1226115 1226115 1212615
Cigarette Category 0.5% 0.7% 0.7% 35% 38% 32% 3.0% 31% 25% 100.0% 100.0% 1000% | 100.0% 100.0% 100.0%
Reynolds American 06% 0.1% 00% 34% 38% 35% 40% 39% 34% 333% 333% 332% 32.7% 326% 324%
Newport 40% 43% 36% 15% 16% 15% 56% 6.0% 52% 123% 123% 121% 11.0% 11.0% 10.8%
Camel 0.1% 12% 01% 3.0% 36% 33% 2% 24% 32% 86% 86% 87% 84% 84% 85%
Pall Mall -45% 48% -45% 40% 43% 43% 07% 0.7% 04% 71% 70% 71% 85% 85% 86%
Natural American Spirit 251% 241% 27% 22% 24% 24% 278% 2711% 256% 25% 25% 23% 19% 19% 18%
Altria Group 07% 05% 07% 33% 34% 31% 26% 29% 23% 549% 549% 55.0% 83.1% 532% 53.3%
Mariboro -15% -15% -16% 36% 37% 34% 20% 22% 18% 469% 46.9% 472% 45.0% 451% 454%
Basic -171% -17.7% 212% 37% 46% 40% -140% -139% -181% 04% 04% 04% 03% 03% 04%
Parliament 4.3% -38% 44% 28% 27% 29% -16% 12% -16% 13% 13% 14% 09% 09% 09%
Virginia Slims -20% 24% 44% 32% 36% 34% 12% 11% 12% 14% 14% 14% 12% 12% 12%
Imperial Tobacco -33% -39% -39% 16% 23% 17% -18% 17% 23% 74% 75% 76% 78% 7.8% 79%
Winston 19% 14% 21% -2.3% 17% 06% -04% -04% 28% 21% 21% 21% 23% 23% 22%
Maverick -23% 29% -33% 49% 50% 39% 25% 19% 05% 16% 16% 16% 17% 17% 17%
Kool -30% -33% -38% 07% 17% 15% -37% 17% 24% 14% 14% 15% 14% 14% 15%
Salem 4.1% 49% 73% 35% 37% 34% 07% -14% 41% 11% 11% 11% 10% 10% 10%
Private Label 7% 51% 23% 50% 6.1% 44% 134% 114% 20% 08% 0.8% 08% 12% 12% 11%

Source: Nielsen Total US xAOC Including Convenience Database and Wells Fargo Securities, LLC

Exhibit 2. All Channel Cigarette Category Pricing, Volume and Elasticity Trends

Cigarette Category Volume Vs Pricing Growth
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Nielsen: Tobacco "All Channel" Data Through 12/26 EQUITY RESEARCH DEPARTMENT

Exhibit 3. All Channel Cigarette Pricing and Volume Trends by Company

MO - Cigarette Volume Vs Pricing Growth RAI - Cigarette Volume Vs Pricing Growth
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Exhibit 4. Smokeless Tobacco C-store Scanner Data Summary (52-wk Category Retail $ Sales
$5.0B)

Wells Fargo - C-Store Scanner Data Summary
[Total Category $ (in millions)| Total Category Units (in millions) Avg. EQ Price
Number of Weeks in Period: 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week| 4-Week 12-Week 52-Week
Period Ending: 12/26/15 12/26/15 12/26/15 [12/26/15 12/26/15 12/26/15(12/26/15 12/26/15 12/26/15
keless Tob Category | $404.2 $1,194.7 $4,982.9 7.8 23.2 99.3| $51.7 $51.5  $50.2
EQUnit Sales A yly Avg. EQPrice A yly Dollar Sales A yly Dollar Share Unit Share

Number of Weeks in Period: 4-Week  12-Week 52-Week | 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week
Period Ending: 12/26115  12/26115 1226115 | 12/26115 12/26/115 12/2615 | 12/26115 12/26115 12/2615 | 12126115 12/26115 12/26/15 | 12/26/15 12/26/15 12/26/15

Tobacco Category 0.8% 0.3% 32% 6.9% 74% 32% 7.8% 7.0% 65% | 1000% 100.0% 100.0% | 100.0% 100.0%  100.0%
National Afanfic Trading Co 184% 256% 231% 0.8% A7% -33% 19.3% 235% 19.0% 05% 05% 05% 14% 14% 14%
Swisher Intemational 34.3% 328% 19.3% -6.5% -76% -7.3% 256% 228% 106% 06% 06% 06% 21% 21% 1.9%
Reynolds American 0.2% 0.2% 37% 10.2% 9.8% 4.0% 99% 95% 7.8% 35.1% 35.1% 34.9% 33.0% 33.1% 33.8%
Altria Group 0.0% -1.9% 25% 6.7% 78% 33% 6.7% 5.8% 59% 577%  571.8% 579% | 536%  534% 53.0%
Swedish Maich 02% -1.3% 0.5% 3.3% 37% 39% 35% 24% 34% 59% 59% 6.1% 96% 97% 97%
All Ohers 47.3% 41.3% 26.0% -16.1%  -157% -7.1% 23.5% 19.2% 17.1% 0.2% 0.2% 0.1% 0.3% 0.3% 0.3%

Source: Nielsen C-Track Database and Wells Fargo Securities, LLC

Exhibit 5. Smokeless Tobacco All Channel Scanner Data Summary (52-wk Category Retail $
Sales $5.4B)

Wells Fargo - AOC+CONV Data Summary
Total Category $ (in millions) Total Category Units (in millions) Avg. EQ Price
Number of Weeks in Period: 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week| 4-Week 12-Week 52-Week
Period Ending: 12/26/15 12/26/15 12/26/15 |12/26/15 12/26/15 12/26/15]|12/26/15 12/26/15 12/26/15
Smokel Tob (o] y $438.3 $1,295.8 $5,417.3 8.8 26.0 111.5 | $50.0 $49.8 $48.6
EQUnit Sales A yly Avg. EQPrice A yly Dollar Sales A yly Dollar Share Unit Share

Number of Weeks in Period: 4-Week 12Week 52Week | 4Week 12-Week 52Week | 4Week 12-Week 52-Week | 4Week 12-Week 52-Week | 4Week 12-Week 52-Week
Period Ending: 12126115 12126115  12/26/15 | 12/26/115 12/26115 12/26/15 | 12/26115 12/2615  12/26/15 | 12/26/15 12/26115 12/26/15 | 12/26115 12/26115 12/26115

Tobacco Category 0.3% 0.8% 22% 69% 74% 37% 7.2% 65% 59% | 1000% 1000% 100.0% | 100.0% 1000% 100.0%
Swisher Intemational 15.6% 152% 78% 6.6% 6.3% -34% 8.0% 79% 4.1% 11% 11% 11% 3.0% 3.0% 28%
National Alantic Trading Co 28% 53% 5.3% 14% 0.5% 0.3% 4.3% 59% 5.6% 0.9% 0.9% 0.9% 24% 24% 24%
Reynolds American 0.3% 04% 2.8% 97% 94% 4.3% 9.3% 89% 2% 346% 34.5% 34.3% 32.2% 322% 32.8%
Alia Group 0.2% 17% 23% 6.5% 76% 34% 6.6% 57% 58% 566% 567% 567% | 512% 510%  505%
Swedish Match -20% -33% 25% 35% 41% 4.1% 14% 0.6% 16% 6.6% 6.6% 6.8% 106%  10.7% 10.8%
Al Ohers 9.0% 92% 9.0% 1.2% -14% 1.0% 10.3% 7.6% 10.1% 0.2% 0.2% 0.2% 0.6% 0.6% 0.6%

Source: Nielsen Total US xAOC Including Convenience Database and Wells Fargo Securities, LLC
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Exhibit 6. All Channel Smokeless Tobacco—Pricing & Volume Trends by Category & Company

Smokeless Tobacco All Channels Volume Vs Pricing Growth
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Source for all pricing/volume charts: Nielsen Total US xAOC Including Convenience Database, Wells Fargo Securities, LLC
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Nielsen: Tobacco "All Channel" Data Through 12/26 EQUITY RESEARCH DEPARTMENT
National Atlantic- Smokeles Tobacco Volume Vs Pricing Growth
12% 4%
10% + T 3%
8% + 2%
® 6% A T 1%
€ 2
2 4% + T0% 2
= 2% | |_| |_| 149 &
0% ——t I T 2%
2% I_I + -3%
-4% -4%
Nov-14 Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul15 Aug-15 Sep-15 Oct-15 Oct-15 Nov-15 Dec-15
| —=Volume Growth —+—Pricing Growth |
Swedish Match -Smokless Tobacco Volume Vs Pricing Growth
1% 8%
0% t bt t + 6%
1% + + 4%
g 2%t +2% 2
3 s
S 3%t — 10% o
-4% T T 2%
5% + T -4%
-6% -6%
Nov-14 Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Juk15 Aug-15 Sep-15 Oct-15 Oct-15 Nov-15 Dec-15
== Volume Growth —4— Pricing Growth
Swisher - Smokeless Tobacco Volume Vs Pricing Growth
20% 2%
T 1%
9%
15% 1 0%
10% T1%
g T2% 2
§ 5% 1 1% £
T 4%
9 H H
0% T -5%
5% 4 T -6%
T 7%
-10% 8%
Nov-14 Nov-14 Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Oct-15 Nov-15 Dec-15
—=Volume Growth —#— Pricing Growth

Source for all pricing/volume charts: Nielsen Total US xAOC Including Convenience Database, Wells Fargo Securities, LLC
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Exhibit 7. Year-over-Year Volume Growth Rates from 1Q11 through 3Q15

MO Reported Data vs. Nielsen Data
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Source: Nielsen Total US xAOC Including Convenience Database, company reports

Back-Testing - Nielsen’s C-Store Database Trends A Decent Indicator of Cigarette Companies’
Volume Trends

We back-tested Nielsen’s C-Store scanner data to gain a better understanding of Nielsen’s strength as a leading
indicator of cigarette companies’ volume performance. We are pleased that this data is highly correlated, when
cigarette companies’ quarterly volumes were on a one quarter lag. Therefore, we feel that Nielsen’s C-store
data can be used to provide a general sense (especially directionally) of how volumes for the cigarette
companies should trend.

We downloaded company-level cigarette unit sales for MO and RAI from Nielsen’s C-store database (starting
with 2Q10) and modified the numbers proportionally so that the 4-week period for Nielsen aligned with the
companies’ reporting quarters. We used year-over-year growth rates for unit sales for these companies to see
how they compare with the companies’ reported volume growth rates and to see how strong the correlation is
between these data. We analyzed a total of 22 quarters’ worth of year-over-year percentage change data. The
correlation between MO’s reported volume growth and Nielsen’s all channel database was
0.29. The correlation between RAI and Nielsen was 0.70.

Exhibit 8. Estimated 2015 $ Sales of the U.S. Vapor Market

E-cig category dollar sales were $58 MM this period implying about $850MM annual sales in Nielsen-
tracked channels. This combined with vapor sales in non-Nielsen tracked channels (such as vape shops)
plus online sales suggest the vapor category in total was ~$3.3B in 2015 in the U.S, slightly below our previous
estimate of $3.5B.

2015
Vapor Market
Size —$3.3B
Vapors/Tanks/Mods & Personal
E-Cigarettes $1.4B Vaporizers
$1.98
C-Store, Food, Online and
Drug and Mass Other Retail
Retail Channels Channels Onlinﬁ : C'gtﬁg'&
and Other ood, Drug
$600M oL Retail Vape Shops and Mass
Channels 51,200M rF!ietaiIl
Online Other S400M Channels
S400M Hsaoum* $300M

Source: Nielsen C-Store Database, Wells Fargo Securities, LLC estimates
*Other Non-Tracked channels include tobacco-only outlets and other e-cig retail locations.
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Exhibit 9. Vapor Market Breakdown by Sub-Segment — Per Nielsen E-Cig Category Data
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Exhibit 10.E-Cig C-Store Scanner Data Summary Table (52-wk Category Retail $ Sales $667.4M)

Wells Fargo Securities - C-Store Scanner Data Summary
Total Category $ (in millions) Total Category Units (in millions) Avg. EQ Price
Number of Weeks in Period: 4-Week 12Week 52-Week 4Week  12Week  52Week | 4Week  12Week  52-Week
Period Ending: 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15
E-Cigarette Category $49.5 $144.3 $667.4 6.1 1.7 7.9 $8.1 $8.2 $8.6
Dollar Share Unit Share Avg. EQ Price A yly Dollar Sales A yly EQ Unit Sales A yly
Number of Weeks in Period: 4-Week 12Week 52Week 4Week  12Week  52Week | 4Week  12Week  52-Week 4-Week 12Week 52-Week 4Week 12Week 52-Week
Period Ending: 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15 12/26/15
E-Cigarette Category 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 9.4% -10.8% -16.8% -15.0% -18.6% 1.9% £.2% 8.8% 2.5%
Reynolds American 42.8% 43.0% 38.0% 54.0% 54.4% 49.1% 5.5% 8.9% 9.2% 2.7% 56% 129.4% 34.1% 15.9% 152.7%
Fontem (blu) 18.3% 19.1% 19.7% 13.0% 13.7% 14.9% 3.9% 0.7% 4.2% 20.2% -22.8% 34.2% 23.2% 23.3% -31.3%
Logic 16.3% 15.7% 15.9% 9.6% 9.4% 9.2% -11.9% -12.1% -2.6% -19.3% -21.8% -12.9% 8.4% -11.0% -10.6%
|Altria 8.4% 6.9% 8.3% 9.6% 7.9% 9.6% -15.7% -12.1% -10.9% -49.8% 42.1% 26.6% -40.4% -34.1% 42.0%
CB Distributors 3.7% 3.9% 4.7% 3.4% 3.4% 4.2% -12.7% -10.4% 6.8% -44.7% -42.5% -16.1% -36.7% -35.9% -10.0%
Njoy, Inc. 26% 3.1% 4.5% 2.5% 27% 3.6% -29.0% -22.4% -3.6% -58.2% -55.1% 51.5% 41.1% -42.2% -49.6%
Ballantyne Brands, Inc. 0.7% 0.8% 1.3% 0.6% 0.6% 1.2% 0.4% 6.7% -16.6% -61.0% 61.6% 4.1% 61.1% -58.8% 24.8%
VMR Products 1.2% 1.2% 1.4% 1.1% 1.2% 1.5% 0.0% 24% 1.5% -34.5% -36.3% 21.7% -34.6% -37.8% -28.8%
Nicotek 0.3% 0.4% 0.5% 0.3% 04% 06% 202.2% 101.4% 1.5% 70.6% 67.4% B4.2% 91.4% -83.8% B4.7%
FIN Branding Group 0.1% 0.1% 0.3% 0.1% 0.3% 04% 23.1% 48.5% 51.1% -81.3% 79.6% 76.7% -75.6% 60.4% -52.3%
GS Vapors 0.2% 0.3% 0.2% 0.2% 0.2% 0.1% 13.5% A7.6% 11.8% 1298.1% 1938.9% 2025.1% 1517.0% 2373.1% 3328.6%
Source: Nielsen C-Track Database and Wells Fargo Securities, LLC
L. . .
Exhibit 11. E-Cig All Channel Scanner Data Summary (52-wk Category Retail $ Sales $778.5M)
Wells Fargo Securities - All Channel Data y
Total Category $ (in millions) Total Category Units (in millions) Avg. EQ Price
Number of Weeks in Period: 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week
Period Ending 12/26/115 12/26/15  12/26/15 [ 12/26/15 12/26/15 12/26/15 |12/26/15 12/26/15 12/26/15
E-Cigarette Category $57.7 $168.8 $778.5 6.9 2041 88.5 $8.3 $8.4 $8.8
Dollar Share Unit Share Avg. EQ Price Ayly Dollar Sales Ayly EQ Unit Sales Ayly
Number of Weeks in Period: 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week| 4-Week 12-Week 52-Week | 4-Week 12-Week 52-Week
Period Ending: 12/26/15 12/26/15  12/26/15 [12/26/15 12/26/15 12/26/15 [12/26/15 12/26/15 12/26/15| 12/26/15 12/26/15 12/26/15 | 12/26/15 12/26/15 12/26/15
E-Cigarette Category 100.0% 100.0%  100.0% | 100.0% 100.0% 100.0% | -8.7% -9.6% -16.2% | -14.7% -17.8% 1.1% -6.6% -9.0% 18.1%
Reynolds American 37.9% 37.9% 33.2% 492% 49.3% 44.0% | -54% -88% 9.1% 29.8% 8.1% 130.5% | 37.2% 18.5% 163.7%
Fontem (blu) 21.1% 21.8% 22.4% 15.1% 15.8% 17.0% 3.1% 0.4% -4.4% -17.9% -19.8% -31.7% -20.4% -20.1% -28.6%
Logic 14.6% 14.1% 14.3% 8.8% 8.6% 8.4% 11.1%  -11.4% -2.0% -18.3% -20.5% -11.1% -8.1% -10.3% -9.3%
Altria 7.6% 6.3% 7.8% 9.0% 7.6% 9.2% -157% -121% -11.0% | -50.2% -41.6% 28.1% -40.9% -33.6% 43.9%
Njoy, Inc. 3.7% 4.0% 5.0% 3.6% 3.7% 4.1% -284% -238% -7.2% -42.6% -42.9% -471% -19.8% -25.1% -43.0%
CB Distributors 3.9% 4.0% 4.8% 3.7% 3.8% 4.5% -112%  -9.5% -6.5% -41.6% -39.7% -15.6% -34.3% -33.4% -9.7%
Ballantyne Brands, Inc. 2.9% 3.1% 3.7% 2.4% 2.5% 3.2% -7.3% 9.2% -202% | -38.1% -38.0% -6.4% -33.2% -31.8% 17.4%
FIN Branding Group 1.4% 1.4% 1.8% 1.0% 1.1% 1.6% 30.0% 34.4% -2.4% -44.4% -47.0% -46.1% -57.2% -60.6% -44.8%
VMR Products 1.1% 1.1% 1.3% 1.1% 1.1% 1.4% 2.5% 4.4% 1.8% -36.3% -37.9% -28.6% -37.8% -40.5% -29.9%
Nicotek 0.5% 0.5% 0.7% 0.5% 0.5% 0.7% [179.3% 75.0% 0.7% | -621% -595% -59.0% | -86.4% -76.8% -59.2%

Source: Nielsen Total US xAOC Including Convenience Database and Wells Fargo Securities, LLC
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Exhibit 12. All Channel E-Cigarette Dollar Share Trends

All Channels - e-Cigs Category, Dollar Share By Company
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All Channels - e-Cigs Category, Unit Share By Company
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All Channels - e-Cigs Category, Avg Wtd Eq Unit Price (By Company)
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Exhibit 13. All Channel E-Cigarette Category Pricing, Volume and Unit Share Trends
e-Cigarette Category Volume Vs Pricing Growth
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Required Disclosures

Additional Information Available Upon Request

I certify that:

1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or
issuers discussed; and

2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
by me in this research report.

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability
and revenue of the firm, which includes, but is not limited to investment banking revenue.

STOCK RATING

1=Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the
next 12 months. BUY

2=Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market
over the next 12 months. HOLD

3=Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12
months. SELL

SECTOR RATING

O=Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

M=Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
U=Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.

VOLATILITY RATING
V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the
analyst expects significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading.

As of: January 5, 2016
44% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Outperform. services for 39% of its Equity Research Outperform-rated
companies.

55% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Market Perform. services for 30% of its Equity Research Market Perform-rated
companies.

1% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Underperform. services for 7% of its Equity Research Underperform-rated
companies.
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Important Disclosure for International Clients

EEA - The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited
(“WFSIL”). WFSIL is a U.K. incorporated investment firm authorized and regulated by the Financial Conduct Authority. For the
purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved
by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial
Instruments Directive 2007. The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail
clients will therefore not apply, nor will the Financial Services Compensation Scheme be available. This report is not intended for,
and should not be relied upon by, retail clients.

Australia — Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian financial services license in respect
of the financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated under U.S. laws which
differ from Australian laws. Any offer or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the
course of providing the financial services will be prepared in accordance with the laws of the United States and not Australian laws.

Canada — This report is distributed in Canada by Wells Fargo Securities Canada, Ltd., a registered investment dealer in Canada and
member of the Investment Industry Regulatory Organization of Canada (ITROC) and Canadian Investor Protection Fund (CIPF).

Hong Kong — This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (“WFSAL”), a Hong Kong
incorporated investment firm licensed and regulated by the Securities and Futures Commission of Hong Kong (“the SFC”) to carry
on types 1, 4, 6 and 9 regulated activities (as defined in the Securities and Futures Ordinance (Cap. 571 of The Laws of Hong Kong),
“the SFO”). This report is not intended for, and should not be relied on by, any person other than professional investors (as defined
in the SFO). Any securities and related financial instruments described herein are not intended for sale, nor will be sold, to any
person other than professional investors (as defined in the SFO). The author or authors of this report is or are not licensed by the
SFC. Professional investors who receive this report should direct any queries regarding its contents to Mark Jones at WFSAL (email:
wifsalresearch@wellsfargo.com ).

Japan — This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance
Bureau to conduct broking and dealing of type 1 and type 2 financial instruments and agency or intermediary service for entry into
investment advisory or discretionary investment contracts. This report is intended for distribution only to professional investors
(Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan Toushika).

The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan
(JFSA) but by group companies of JFSA-registered rating agencies. These group companies may include Moody’s Investors Services
Inc., Standard & Poor’s Rating Services and/or Fitch Ratings. Any decisions to invest in securities or transactions should be made
after reviewing policies and methodologies used for assigning credit ratings and assumptions, significance and limitations of the
credit ratings stated on the respective rating agencies’ websites.

About Wells Fargo Securities

Wells Fargo Securities is the trade name for the capital markets and investment banking services of Wells Fargo & Company and its
subsidiaries, including but not limited to Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and
Exchange Commission and a member of NYSE, FINRA, NFA and SIPC, Wells Fargo Prime Services, LLC, a member of FINRA, NFA
and SIPC, Wells Fargo Securities Canada, Ltd., a member of IIROC and CIPF, Wells Fargo Bank, N.A. and Wells Fargo Securities
International Limited, authorized and regulated by the Financial Conduct Authority.

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information. The information in this report has been obtained or derived from
sources believed by Wells Fargo Securities, LLC, to be reliable, but Wells Fargo Securities, LLC does not represent that this
information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of
Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Conduct
Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC and
Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2016
Wells Fargo Securities, LLC.
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