
Key Changes
 
    Estimates Q1/17E 2017E 2018E

Revenue $19 $80 $87
Previous $18 $76 $87
EBITDA $14 $56
Previous $13 $52
EPS $0.07 $0.31
Previous $0.07 $0.29

 

Our Thesis
OR offers the purest exposure to gold among the
peer group; however, lower diversification makes the
company susceptible to operational stumbles, in our
view. While we like OR's royalty incubator approach,
this is a long-dated strategy that is unlikely to derive
opportunities in the near term.

 

 

Q4/16 Beat, Benefitting From Tax Credits
 

Bottom Line: OR reported a low quality earnings beat relative to BMO Research and
consensus due to adjustments for stock-based compensation as well as exploration
expenses, which benefited from a $2.2M recovery of tax credits. OR's 2017 guidance
of 43.3-46.1k GEOs was slightly ahead of our estimate for 42.8k primarily as a result of
2-3k of 'Other' GEOs.
 
Key Points
 
Osisko Gold Royalties reported Q4/16 financial and operational results.

• OR reported headline EPS of $0.08. After adjusting for unrealized gains on
investments, loss of associates, and stock-based compensation, adjusted EPS was
$0.10, above BMO Research and consensus of $0.05 and $0.06, respectively. The
low quality beat was due to adjustments for stock-based compensation as well as
exploration expenses, which benefited from a $2.2M recovery of tax credits.

• For 2016 OR pre-released that it recorded 38.3k gold equivalent ounces delivered
from its portfolio, including 9.0k GEOs in Q4/16.

• Operating cash flow of $14.8M was slightly above our estimate of $12.5M, driven
by a $2.9M lift from working capital, while free cash flow of $(4.8M) was below our
estimate for $12.5M due to the acquisition of $17.9M of investments in the quarter.
OR finished the year with $499M in cash and cash equivalents and has up to $200M
on its revolving credit facility.

• OR provided 2017 guidance of 43.3-46.1k GEOs, ahead of our estimate for 42.8k
primarily as a result of 2-3k of 'Other' GEOs.

• OR previously announced that it will be acquiring its first silver stream on the
Gibraltar copper mine for US$33M. We estimated an IRR on the transaction of 7.8% at
spot metal prices. On March 15, OR received the first deliveries of silver from Gibraltar
of 21.6koz, representing January and a portion of February.

• Conference call tomorrow at 11:00 a.m. ET; toll-free 1-877-223-4471.
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Company Data   in C$

Dividend $0.16

Yield 1.1%

NAV $5.53

Shares O/S (mm) 106.6

Market Cap (mm) $1,581

P/NAV 2.0x

BMO Estimates   in C$

(FY-Dec.)   2016A 2017E 2018E

Revenue $71 $80 $87

EBITDA $63 $56 $61

EPS $0.26 $0.31 $0.33

CFPS $0.51 $0.71 $0.78

Gold Eq. (koz) 38 40 44

Consensus Estimates  

  2016A 2017E 2018E

EPS $0.31 $0.26

Valuation  

  2016A 2017E 2018E

P/E NA 47.3 44.6

P/CFPS 29.1x 21.0x 19.1x

EV/EBITDA 17.8x 23.9x 21.1x

QTR. EPS Q1 Q2 Q3 Q4

2016A $0.09 $0.03 $0.08 $0.07

2017E $0.07 $0.08 $0.08 $0.08

2018E $0.08 $0.08 $0.08 $0.08

This report was prepared by an analyst(s) employed by BMO Nesbitt Burns Inc., and who is (are) not
registered as a research analyst(s) under FINRA rules.
For disclosure statements, including the Analyst Certification, please refer to page(s) 5 to 7.



Osisko Gold Royalties - Block Summary Model

Income Statement 2016A 2017E 2018E

Revenue 71 80 87

Operating Costs 0 (1) (1)

G&A 16.86 16.00 16.00

Depreciation 11 16 19

EBITDA 63 56 61

Tax 10 12 13

Adjusted Net Earnings 27 33 36

EPS $0.26 $0.31 $0.33

Cash Flow Statement 2016A 2017E 2018E

CFO 53 75 83

CFI (15) (81) 0

CFF 208 (17) (17)

Free Cash Flow (84) (6) 83

FCF/Share $(0.80) $(0.05) $0.78

Balance Sheet 2016A 2017E 2018E

Cash & Equivalents 499 476 542

Long-Term Debt 46 45 45

Total Assets 1,416 1,459 1,506

Total Liabilities 202 228 257

Total Shareholders' Equity 1,214 1,231 1,249

Gold Summary 2016A 2017E 2018E

Malartic Royalty (koz) 30 30 31

Eleonore Royalty (koz) 6 7 9

Island Gold Royalty (koz) 2 3 3

Total Gold Eq. Production (koz) 38 40 44

Price Assumptions 2016A 2017E 2018E

Gold Price (US$/oz) 1,250 1,175 1,250

Silver Price (US$/oz) 17.12 17.00 18.00

USD:CAD 0.756 0.725 0.750

Source: BMO Capital Markets, Company Reports

 

Valuation
OR trades at 2.0x the NPV estimate at 5% and BMO metal
price assumptions, vs. the royalty/streaming average of
1.9x. Our target reflects 2.1x the 5% nominal NPV estimate
and 17x 2017E CFPS at BMO metal price assumptions.

Upside Scenario $20.00
Our upside scenario is based on weighting of 3.0x 5% NPV/
sh and 22x 2017E CFPS at BMO metal price assumptions.

Downside Scenario $10.00
Our downside scenario is based on weighting of 1.5x
5% NPV/sh and 12x 2017E CFPS at BMO metal price
assumptions.

-33% +35%+1%

Target
Price
15.00

in CAD

Current
Price
14.83

Downside
Scenario

10.00

Upside
Scenario

20.00

Company Description
Osisko Gold Royalties is a gold-focused royalty company
whose cornerstone assets include a 5% NSR on the
Canadian Malartic mine, and a 2.0-3.5% sliding scale royalty
on the Eleonore mine.
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Exhibit 1:  OR Block Model (BMO Metal Price Forecasts) 

 
Source: BMO Capital Markets 

 

 

OSISKO GOLD ROYALTIES OR CASH FLOW ANALYSIS - C$M

(December Year End) 2014A 2015A 2016A 2017E 2018E

Recommendation Mkt Analyst AK Cash Flows From Operating Activities

Net Income 1.4 28.5 41.9 33.5 35.7

As at 15-Mar-17 BMO Capital Markets Non-Cash Items 3.9 3.7 12.4 42.0 47.5

Re-invested in Working Capital 2.1 (3.0) (0.8) 0.0 0.0

Year End December $14.83 US$/share

Share Price $14.83 C$/share $11.02 US$/share Cash Flows From Investing Activities

Property and Business Activities 0.1 0.0 132.8 0.0 0.0

Target Price $15.00 C$/share $11.15 US$/share Acq.of Property, Plant and Equip. (1.1) (44.2) (55.4) (45.3) 0.0

Net Present Value 5% $7.44 C$/share $5.53 US$/share Other (32.3) (96.7) (92.5) (35.9) 0.0

0% $7.86 C$/share $5.84 US$/share

Cash Flows From Financing Activities

Market Cap 1,572.1 C$M 1,168.7 US$M Proceeds From Borrowings 0.0 0.0 50.0 0.0 0.0

Ordinary Shares 106.0 M Repayment of Borrowings 0.0 0.0 0.0 0.0 0.0

Options & Warrants 11.8 M Other 197.4 184.0 158.2 (17.1) (17.2)

Net Free Cash Flow (24.3) (180.9) (84.3) (5.7) 83.2

PRICE ASSUMPTIONS - BMO PRICES Net Increase In Cash Held 173.1 94.4 234.9 (22.8) 66.0

(December Year End) 2014A 2015A 2016A 2017E 2018E Cash At Beginning of Year 0.0 175.2 258.5 499.2 476.4

Cash At End of Year 175.2 258.5 499.2 476.4 542.4

Exchange Rate CAD:USD 0.91 0.78 0.76 0.72 0.75

Gold US$/oz 1,267 1,160 1,250 1,175 1,250

Silver US$/oz 19.10 15.70 17.12 17.00 18.00

Copper US$/lb 97.03 55.84 62.30 63.67 45.00 BALANCE SHEET ANALYSIS - C$M

Iron Ore US$/t (December Year End) 2014A 2015A 2016A 2017E 2018E

Oil US$/bbl 93.60 52.12 44.85 53.00 61.00

Current Assets

Cash and Cash Equivalents 175.2 258.5 499.2 476.4 542.4

Other 0.9 7.0 11.5 11.5 11.5

FINANCIAL SUMMARY Non-Current Assets

(December Year End) 2014A 2015A 2016A 2017E 2018E Investments 65.7 105.5 108.4 144.3 144.3

Fixed Assets 0.9 546.5 595.1 624.8 605.8

Earnings (Adj.) (C$M) 6.7 40.5 27.0 33.5 35.7 Other 203.3 429.5 712.8 690.0 756.0

EPS (C$/share) 0.13 0.46 0.26 0.31 0.33

P/E (x) na 32.2x na 47.3x 44.6x Current Liabilities

EBITDA (C$M) 3.1 33.9 63.0 56.2 60.6 Borrowings 0.0 0.0 0.0 0.0 0.0

EBITDA/share (C$/share) 0.09 0.39 0.60 0.53 0.57 Creditors 3.0 11.5 7.4 7.4 7.4

EV/EBITDA (x) 192.3x 34.1x 17.8x 23.9x 21.1x Other 1.9 5.0 8.4 8.4 8.4

Cash Flow (C$M) 7.5 29.1 53.4 75.5 83.2

Cash Flow/share (C$/share) 0.21 0.33 0.51 0.71 0.78 Non-Current Liabilities

P/Cash Flow (x) na 44.7x 29.1x 21.0x 19.1x Borrowings 0.0 0.0 45.8 45.3 45.3

Free Cash Flow (C$M) -24.3 -180.9 -84.3 -5.7 83.2 Other 6.7 144.2 156.2 183.1 211.6

FCF/share (C$/share) -0.7 -2.1 -0.8 -0.1 0.8

FCF Yield (%) -4.6% -13.9% -5.4% -0.4% 5.2% Shareholders Equity 263.2 937.2 1,214.3 1,230.7 1,249.2

Dividend (C$/share) 0.03 0.13 0.16 0.16 0.16

Ordinary Shares (M) 35.8 87.8 105.0 106.8 107.2 Net Debt (175.2) (258.5) (453.5) (431.1) (497.1)

0% 5%

PROFIT AND LOSS STATEMENT - C$M KEY ROYALTIES NPV NPV GOLD EQUIVALENT PRODUCTION (koz)

(December Year End) 2014A 2015A 2016A 2017E 2018E US$M US$M 2014A 2015A 2016A 2017E 2018E

CANADIAN MALARTIC NSR (AGNICO EAGLE/YAMANA)288.3 227.3 12.5 28.2 31.8 30.2 31.5

Sales Revenue 17.2 45.4 62.7 73.4 77.9 ELEONORE NSR (GOLDCORP) 204.7 140.1 0.0 5.2 6.0 7.0 9.2

Other Revenue 1.6 9.9 8.2 6.9 9.1 ISLAND GOLD MINE NSR ROYALTY (RICHMONT MINES)44.1 31.5 0.0 0.4 2.5 2.7 3.2

Operating Costs (0.0) 0.0 0.0 0.8 0.7 WINDFALL NSR (OSISKO MINING) 22.8 14.2 0.0 0.0 0.0 0.0 0.0

Depreciation 0.0 (0.6) (11.3) (15.5) (19.0) GIBRALTAR STREAM (TASEKO) 50.0 13.2 0.0 0.0 0.0 2.9 2.9

Interest 0.0 (0.6) (3.4) (1.8) (1.8)

Exploration (4.1) (4.6) (7.0) (2.0) (2.0) Total Production 12.5 33.8 40.3 42.8 46.7

Corporate (6.9) (21.6) (16.9) (16.0) (16.0)

Other Costs 1.3 10.2 0.9 0.0 0.0

Operating Profit Before Tax 9.0 38.1 33.1 45.8 48.8

Income Tax (3.3) (8.2) (9.7) (12.3) (13.1)

Operating Profit After Tax 5.7 29.9 23.4 33.5 35.7 Hedge Book 0.0 0.0

Minorities 0.0 0.2 0.3 0.0 0.0 Corporate (413.4) (266.5)

Net Profit After Tax 4.4 31.5 26.8 33.5 35.7 Net Cash 346.9 346.9

Abnormals (4.3) (1.4) 18.5 0.0 0.0 Investments/Bullion 144.9 144.9

Reported Profit 1.4 28.7 42.1 33.5 35.7 Options & Warrants 0.0 0.0

Total NPV 688.3 651.6

QUARTERLY SUMMARY Q1/17 Q2/17 Q3/17 Q4/17 Per Share $5.84 $5.53 IRR = -19.3% P/NPV5% 2.0x

ADJUSTED EPS (C$/sh) 0.08 0.08 0.08 0.08

CFPS (C$/sh) 0.17 0.17 0.18 0.18

FCFPS (C$/sh) -0.60 0.17 0.18 0.18

DIVISIONAL EBITDA - US$M 2014A 2015A 2016A 2017E 2018E

CANADIAN MALARTIC NSR 15.4 32.6 39.7 35.5 39.4

ELEONORE NSR 0.0 7.5 7.5 8.2 11.5

FINANCIAL METRICS ISLAND GOLD MINE NSR 0.0 0.5 3.1 3.2 4.0

ROE (%) 1.7% 3.4% 2.2% 2.7% 2.9% WINDFALL NSR 0.0 0.0 0.0 0.0 0.0

ROIC (%) 12.3% 8.7% 3.7% 4.7% 5.2% GIBRALTAR STREAM 0.0 0.0 0.0 2.9 3.1

Net Debt to Equity (%) -66.5% -27.6% -37.3% -35.0% -39.8%

Net Debt/ EBITDA (x) 0.6x 0.1x 0.9x 1.0x 0.9x

Coverage Ratio (x) na 16.7x 0.2x 0.0x 0.0x Total EBITDA 15.4 40.6 50.4 49.7 57.9
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Exhibit 2:  OR Block Model (Spot Metal Prices) 

 
Source:  BMO Capital Markets 

 
 

OSISKO GOLD ROYALTIES OR CASH FLOW ANALYSIS - C$M

(December Year End) 2014A 2015A 2016A 2017E 2018E

Recommendation Mkt Analyst AK Cash Flows From Operating Activities

Net Income 1.4 28.5 41.9 33.2 34.1

As at 15-Mar-17 BMO Capital Markets Non-Cash Items 3.9 3.7 12.4 41.8 46.5

Re-invested in Working Capital 2.1 (3.0) (0.8) 0.0 0.0

Year End December $14.83 US$/share

Share Price $14.83 C$/share $11.02 US$/share Cash Flows From Investing Activities

Property and Business Activities 0.1 0.0 132.8 0.0 0.0

Target Price $15.00 C$/share $11.15 US$/share Acq.of Property, Plant and Equip. (1.1) (44.2) (55.4) (44.6) 0.0

Net Present Value 5% $7.40 C$/share $5.50 US$/share Other (32.3) (96.7) (92.5) (35.9) 0.0

0% $7.81 C$/share $5.80 US$/share

Cash Flows From Financing Activities

Market Cap 1,572.1 C$M 1,168.7 US$M Proceeds From Borrowings 0.0 0.0 50.0 0.0 0.0

Ordinary Shares 106.0 M Repayment of Borrowings 0.0 0.0 0.0 0.0 0.0

Options & Warrants 11.8 M Other 197.4 184.0 158.2 (17.1) (17.2)

Net Free Cash Flow (24.3) (180.9) (84.3) (5.5) 80.6

PRICE ASSUMPTIONS - SPOT PRICES Net Increase In Cash Held 173.1 94.4 234.9 (22.6) 63.4

(December Year End) 2014A 2015A 2016A 2017E 2018E Cash At Beginning of Year 0.0 175.2 258.5 499.2 476.7

Cash At End of Year 175.2 258.5 499.2 476.7 540.1

Exchange Rate CAD:USD 0.91 0.78 0.75 0.74 0.74

Gold US$/oz 1,267 1,160 1,245 1,204 1,204

Silver US$/oz 19.10 15.70 17.06 16.98 16.98

Copper US$/lb 97.03 55.84 62.30 57.95 57.95 BALANCE SHEET ANALYSIS - C$M

Iron Ore US$/t (December Year End) 2014A 2015A 2016A 2017E 2018E

Oil US$/bbl 93.60 52.12 44.56 49.24 49.24

Current Assets

Cash and Cash Equivalents 175.2 258.5 499.2 476.7 540.1

Other 0.9 7.0 11.5 11.5 11.5

FINANCIAL SUMMARY Non-Current Assets

(December Year End) 2014A 2015A 2016A 2017E 2018E Investments 65.7 105.5 108.4 144.3 144.3

Fixed Assets 0.9 546.5 595.1 624.2 605.2

Earnings (Adj.) (C$M) 6.7 40.5 27.0 33.2 34.1 Other 203.3 429.5 712.8 690.2 753.6

EPS (C$/share) 0.13 0.46 0.26 0.31 0.32

P/E (x) na 32.2x na 47.7x 46.7x Current Liabilities

EBITDA (C$M) 3.1 33.9 63.0 56.0 58.3 Borrowings 0.0 0.0 0.0 0.0 0.0

EBITDA/share (C$/share) 0.09 0.39 0.60 0.52 0.54 Creditors 3.0 11.5 7.4 7.4 7.4

EV/EBITDA (x) 192.3x 34.1x 17.8x 24.0x 21.9x Other 1.9 5.0 8.4 8.4 8.4

Cash Flow (C$M) 7.5 29.1 53.4 75.1 80.6

Cash Flow/share (C$/share) 0.21 0.33 0.51 0.70 0.75 Non-Current Liabilities

P/Cash Flow (x) na 44.7x 29.1x 21.1x 19.7x Borrowings 0.0 0.0 45.8 45.3 45.3

Free Cash Flow (C$M) -24.3 -180.9 -84.3 -5.5 80.6 Other 6.7 144.2 156.2 183.0 210.5

FCF/share (C$/share) -0.7 -2.1 -0.8 -0.1 0.8

FCF Yield (%) -4.6% -13.9% -5.4% -0.3% 5.1% Shareholders Equity 263.2 937.2 1,214.3 1,230.4 1,247.4

Dividend (C$/share) 0.03 0.13 0.16 0.16 0.16

Ordinary Shares (M) 35.8 87.8 105.0 106.8 107.2 Net Debt (175.2) (258.5) (453.5) (431.3) (494.7)

0% 5%

PROFIT AND LOSS STATEMENT - C$M KEY ROYALTIES NPV NPV GOLD EQUIVALENT PRODUCTION (koz)

(December Year End) 2014A 2015A 2016A 2017E 2018E US$M US$M 2014A 2015A 2016A 2017E 2018E

CANADIAN MALARTIC NSR (AGNICO EAGLE/YAMANA)287.6 226.6 12.5 28.2 31.8 30.2 31.5

Sales Revenue 17.2 45.4 62.7 73.2 75.6 ELEONORE NSR (GOLDCORP) 202.4 138.6 0.0 5.2 6.0 7.0 9.2

Other Revenue 1.6 9.9 8.2 6.8 9.1 ISLAND GOLD MINE NSR ROYALTY (RICHMONT MINES)44.0 31.5 0.0 0.4 2.5 2.7 3.2

Operating Costs (0.0) 0.0 0.0 0.7 0.7 WINDFALL NSR (OSISKO MINING) 22.9 14.2 0.0 0.0 0.0 0.0 0.0

Depreciation 0.0 (0.6) (11.3) (15.5) (19.1) GIBRALTAR STREAM (TASEKO) 37.8 6.7 0.0 0.0 0.0 2.8 2.8

Interest 0.0 (0.6) (3.4) (1.8) (1.8)

Exploration (4.1) (4.6) (7.0) (2.0) (2.0) Total Production 12.5 33.8 40.3 42.7 46.7

Corporate (6.9) (21.6) (16.9) (16.0) (16.0)

Other Costs 1.3 10.2 0.9 0.0 0.0

Operating Profit Before Tax 9.0 38.1 33.1 45.4 46.6

Income Tax (3.3) (8.2) (9.7) (12.2) (12.5)

Operating Profit After Tax 5.7 29.9 23.4 33.2 34.1 Hedge Book 0.0 0.0

Minorities 0.0 0.2 0.3 0.0 0.0 Corporate (399.2) (257.6)

Net Profit After Tax 4.4 31.5 26.8 33.2 34.1 Net Cash 344.4 344.4

Abnormals (4.3) (1.4) 18.5 0.0 0.0 Investments/Bullion 143.8 143.8

Reported Profit 1.4 28.7 42.1 33.2 34.1 Options & Warrants 0.0 0.0

Total NPV 683.6 648.1

QUARTERLY SUMMARY Q1/17 Q2/17 Q3/17 Q4/17 Per Share $5.80 $5.50 IRR = -17.7% P/NPV5% 2.0x

ADJUSTED EPS (C$/sh) 0.08 0.08 0.08 0.08

CFPS (C$/sh) 0.17 0.17 0.18 0.18

FCFPS (C$/sh) -0.59 0.17 0.18 0.18

DIVISIONAL EBITDA - US$M 2014A 2015A 2016A 2017E 2018E

CANADIAN MALARTIC NSR 15.4 32.6 39.6 36.4 37.9

ELEONORE NSR 0.0 7.5 7.5 8.4 11.1

FINANCIAL METRICS ISLAND GOLD MINE NSR 0.0 0.5 3.1 3.2 3.8

ROE (%) 1.7% 3.4% 2.2% 2.7% 2.7% WINDFALL NSR 0.0 0.0 0.0 0.0 0.0

ROIC (%) 12.3% 8.7% 3.7% 4.7% 5.0% GIBRALTAR STREAM 0.0 0.0 0.0 2.8 2.8

Net Debt to Equity (%) -66.5% -27.6% -37.3% -35.1% -39.7%

Net Debt/ EBITDA (x) 0.6x 0.1x 0.9x 1.0x 0.9x

Coverage Ratio (x) na 16.7x 0.2x 0.0x 0.0x Total EBITDA 15.4 40.6 50.2 50.9 55.7
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Analyst's Certification

I, Andrew Kaip, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and
their affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in
generating new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service
to clients.

Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Limited are not registered as research analysts with FINRA (exception:
Brodie Woods). These analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the FINRA Rule
2241 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosures

Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within
the past 12 months from Osisko Gold Royalties.

Disclosure 6C: Osisko Gold Royalties is a client (or was a client) of BMO Nesbitt Burns Inc., BMO Capital Markets Corp., BMO Capital Markets Limited
or an affiliate within the past 12 months: C) Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation for Osisko Gold Royalties (OR-TSX)

Methodology:  Target prices for royalty/streaming companies covered by BMO Research are based on a weighted blend of P/NPV adjusted
for market capitalization and P/CF adjusted for growth.

Risks:  Risks to the BMO Research target price include commodity/currency, technical/operating, and litigation/political risks inherent
to mining operations; as well as feasibility, permitting, and financing risks related to development of growth projects as detailed more
completely in the company-specific risk disclosures.

Distribution of Ratings (March 14, 2017)

Rating category BMO rating BMOCM US
Universe*

BMOCM US IB
Clients**

BMOCM US IB
Clients***

BMOCM
Universe****

BMOCM IB
Clients*****

StarMine
Universe

Buy Outperform 42.7% 23.1% 57.4% 43.4% 56.5% 52.8%

Hold Market Perform 53.6% 13.3% 41.6% 53.1% 41.9% 41.6%

Sell Underperform 3.7% 4.6% 1.0% 3.3% 1.2% 5.5%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services
as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking
services as percentage of Investment Banking clients.
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**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services
as percentage of Investment Banking clients.

Ratings Key (as of October 2016)

We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst’s coverage universe on a total return basis;
Mkt = Market Perform - Forecast to perform roughly in line with the analyst’s coverage universe on a total return basis;
Und = Underperform - Forecast to underperform the analyst’s coverage universe on a total return basis;
(S) = Speculative investment;
Spd = Suspended - Coverage and rating suspended until coverage is reinstated;
NR = No Rated - No rating at this time; and
R = Restricted - Dissemination of research is currently restricted.

BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US
Large Cap, US Small Cap, Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Rating System

(April 2013 – October 2016)
http://researchglobal.bmocapitalmarkets.com/documents/2013/rating_key_2013_to_2016.pdf

(January 2010 – April 2013)
http://researchglobal.bmocapitalmarkets.com/documents/2013/prior_rating_system.pdf

Other Important Disclosures

For Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Public/
Company_Disclosure_Public.aspx or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial
Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Dissemination of Research

Dissemination of BMO Capital Markets Equity Research is available via our website https://research-ca.bmocapitalmarkets.com/Public/Secure/
Login.aspx? ReturnUrl=/Member/Home/ResearchHome.aspx. Institutional clients may also receive our research via Thomson Reuters, Bloomberg,
FactSet, and Capital IQ. Research reports and other commentary are required to be simultaneously disseminated internally and externally to
our clients.

~ Research distribution and approval times are provided on the cover of each report. Times are approximations as system and distribution
processes are not exact and can vary based on the sender and recipients’ services. Unless otherwise noted, times are Eastern Standard and
when two times are provided, the approval time precedes the distribution time.

BMO Capital Markets may use proprietary models in the preparation of reports. Material information about such models may be obtained by
contacting the research analyst directly. There is no planned frequency of updates to this report.

General Disclaimer

“BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and
its subsidiaries BMO Nesbitt Burns Inc., BMO Capital Markets Limited in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns
Inc., BMO Capital Markets Limited and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (“BMO Financial Group”) has
lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates
and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice.
BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and
contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express
or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any
loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is
not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is
for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will
buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Additional Matters

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein
subject to the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should
do so through BMO Nesbitt Burns Inc.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate

banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and commercial banking
clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A, (Member FDIC), BMO
Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC) in the U.S., BMO Nesbitt Burns

Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Capital Markets Limited in Europe and Australia and BMO Advisors Private Limited in India.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2017 BMO CAPITAL MARKETS CORP.

A member of 
 

The following applies if this research was prepared in whole or in part by Alexander Pearce, David Round, Edward Sterck or Brendan Warn: This
research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited and subject to
the regulations of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require that a firm providing research disclose
its ownership interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the issuer. Canadian
regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it and its
affiliates own 1% or more of the equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will disclose its
and its affiliates' ownership interest in the subject issuer only if such ownership exceeds 5% of the equity of the issuer.

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to
the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should
do so through BMO Capital Markets Corp.

To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
“relevant persons”). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.

Unauthorized reproduction, distribution, transmission or publication without the prior written consent of BMO Capital Markets is strictly prohibited.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.
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