® TELSEY

ADVISORY
GROUP

SEPTEMBER 20, 2021

Some Areas of Optimism: The Chief Economist
of the National Association of Manufacturers
(NAM), Chad Moutray, sounded optimistic about
the continued strength of US manufacturing and
consumer spending.

Favorable Manufacturing Outlook: The latest
NAM survey showed ~87.5% of respondents felt
positive about their company’s outlook—due to
healthy US job growth, increases in wages, and
elevated capital spending—resulting in the US
production outlook of 5.4% and sales growth
projection of 5.6% over the next 12 months.

Supply Chain Issues Expected to Last Well into
2022: Supply chain issues, including production
shortages, container costs, port congestion, and
transportation costs, may not start to ease until
2H22.

Vietnam Lockdowns Extended: The extended
lockdowns in Vietnam are likely to further disrupt
production as well as downstream and upstream
supply chains.

US Manufacturing Bright Spots: Mr. Moutray
remains upbeat about US manufacturing levels,
which are higher than the pre-pandemic levelfor
several sectors, such as aerospace, chemicals,
computers, and machinery.
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INDUSTRY UPDATE

US Supply Chain Update

On Friday, September 17, we hosted a conference _call with Chad Moutray, Chief
Economist of the National Association of Manufagcturers (NAM) to discuss the current
state of the global supply chain.

TAG View: Mr. Moutray sounded, optimistic about_the continued strength of US
manufacturing and consumer spending in 2021 and 2022. This'is supported by the
latest NAM survey where ~87.5% of respondents felt positive about their company’s
outlook—due to healthy US job growth, increases in wages, and elevated capital
spending—resulting in the US production outlook of 5.4% and sales growth projection
of 5.6% over the next 12 months. That said, manufacturers highlighted concern about
COVID-19, rising raw material costs, higher supply chain expenses, and the inability
to find enough talent,.These cost pressures continue to impact profitability, although
Mr. Moutray believes stronger demand and production should continue to outshine
near-term cost issues.

Positive Outlook in2H21 and 2022: Mr. Moutray expects US production to rise 5.4%
over the'next 12 months and 4.0%.in 2022. This positive outlook is based on Mr.
Moutray’s survey work, which suggests solid US consumer spending supported by
an increase in employment levels, rising wages (average manufacturing wage of $24/
hour; all'manufacturing jobs average wage of $30/hour), higher savings rates during
the pandemic, and recently heightened willingness to take on credit card debt. In
manufacturing, Mr.Moutray estimates that there are ~380K fewer workers employed
today than prior to the’pandemic, although production in several sectors has exceeded
pre-pandemic levels. Importantly, the uptick in the job quit rate, 800K+ manufacturing
job openings, increase in automation, and healthy consumer demand should continue
to boost manufacturing levels in 2022. From a global standpoint, the US and Europe
are seeing healthy production levels, Latin America is mixed, and China and Mexico
are down.

Supply Chain Issues Here to Stay in 2022: Mr. Moutray indicated the COVID-19
pandemic continues to cause global supply chain imbalance, delaying production and
increasing costs. The supply chain imbalance started (and continues) with production
delays and shortages from Asia, primarily due to COVID-19. These issues became
exaggerated by container shortages, resulting in higher prices of up to ~4x the pre-
pandemic norm—a trend expected to continue in the near term due to higher demand
for inventory in the US. Furthermore, the port congestion around the world as well as
in the US (worst at ports of Los Angeles and Long Beach, CA, with 40 or more ships
waiting to anchor at those ports on any given day in recent weeks) has caused delays
in unloading products. Finally, the shortage of US truck drivers is making it harder to
deliver products to US stores, distribution centers, and consumer’s homes.

Mr. Moutray expects the supply chain issues to worsen over the next month or two as
companies look to prevent shortage of inventory during the holiday season. To offset
higher supply chain costs, companies are raising prices, reducing promotions, and on
a longer-term basis, considering on-shoring some production. Mr. Moutray expects
supply chain challenges to only fully end once COVID-19 ceases to be a major issue.
Broadly, Mr. Moutray expects the supply chain issues to start to ease in 3Q22 or 4Q22.
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Vietnam Production Delays: The Vietnamese government last week extended its COVID-19
related lockdowns in parts of the country, particularly Ho Chi Minh City until the end of September,
from a prior deadline of September 15. These lockdowns are likely to further delay production
coming out of Vietnam and disrupt downstream and upstream supply chains, which we believe
could take several months to normalize.

US Manufacturing Activity: Mr. Moutray remains upbeat about US production levels, which
are higher than the pre-pandemic level for several sectors, such as aerospace, chemicals,
computers, and machinery. The recent US manufacturing production data increased 0.2% MoM,
a moderation from past periods due to the resurgence of the Delta variant of COVID-19 and
supply chain headwinds. In addition, the ability to attract labor remains a top concern for the
manufacturing industry, similar to the service sector, despite risi es. Mr. Moutray believes
the greater use of automation and technology as well as hi ain costs should help
revive the US manufacturing sector in the longer term.
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ADDENDUM
Important Disclosures:

Valuation Method for Target Price: Price-to-Earnings, enterprise-value-to-EBITDA, P/E to growth, price to free cash flow, and
discounted cash flow analysis.

Investment Risks: Telsey Advisory Group’s (TAG’s) equity research department covers consumer-focused sectors including apparel
manufacturers, cannabis, children’s and teen retailers, consumer electronics retailers, cosmetics, department stores, discounters,
footwear, home furnishings retailers, home improvement retailers, internet, luxury goods, office supply retailers, off-price retailers,
restaurants, specialty apparel retailers, sporting goods retailers, and supermarkets. Risks across or specific to one or more of these
sectors include volatility of commodity costs, consumer spending, currency, rising interest rates, weaker consumer confidence and
unemployment rates. Additionally, access to capital, supply chain disruptions, commodity costs, private label distribution, currency,
geopolitical uncertainty, unfavorable government regulations, lack of appropriate real estate sites,<and the use of the World Wide
Web to sell merchandise represent unique industry risks.

Analyst Certification

The Research Analysts, Joseph Feldman, Cristina Fernandez, CPA, Sarang Vora, CFA and Dana Telsey, who prepared the research
report hereby certify that the views expressed in this report accurately reflect the Analyst(s) personal views about the subject
companies and their securities. The Research Analyst(s) also certify that the Analyst(s) have not'beenyare not, and will not be
receiving direct or indirect compensation for expressing the specific recommendation(s) or view(s) in this report.

Company Specific Disclosures
Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution Count *Investment Banking
OUTPERFORM 50 62.50% 13 26.00%
MARKET PERFORM 30 37.50% 1 3.33%
UNDERPERFORM 0 0.00% 0 0.00%

On 09-11-2014 TAG launched a three-tiered rating system of Outperform, Market Perform, and Underperform to evaluate
its stocks under coverage. Price targets continue to be used in conjunction with the new rating system.

Ratings Definition and Distribution

Our recommendation system is based on a-stock’s expected total return relative to the industry universe over the next 12 months.
We divide stocks under coverage into three categories, each defined by a prospective rate of return:

Outperform — the stock is expected to outperform the average total return of the industry universe over the next 12 months.

Market Perform — the stockiis expected to/perform in line with the average total return of the industry universe over the next 12
months.

Underperform/— the stock is expected to underperform the average total return of the industry universe over the next 12 months.

Disclosures required by-United States' laws and regulations

See company-specific regulatory disclasures above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client
relationships; managed/co-managed public offerings in prior periods; directorships; market making and/or specialist role.

The following are additional required disclosures:

Ownership and material conflicts of interest: TAG prohibits its analysts, professionals reporting to analysts and members of their
households from owning securities of any company in the analyst's area of coverage.

Analyst compensation: TAG's employees/analysts do not receive any compensation from subject companies for inclusion in our
research. Analysts are paid in part based on the overall profitability of TAG which may include investment banking revenues.

Analyst as officer or director: TAG analysts, persons reporting to analysts or members of their households do not serve as officers,
directors, advisory board members or employees of any of our subject companies in the analyst's area of coverage.

Investment banking activities: TAG provides investment banking, other non-investment banking securities related services, and
non-securities services and may seek such relationships from subject companies.

TAG is a member of FINRA (http://www.finra.org) and SIPC (http://www.sipc.org).

Other Disclaimers
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TAG is a registered broker dealer offering equity research, trading and investment banking services. The Equity Research
Department of TAG produces and distributes research products to institutional clients of TAG. The research products are for
institutional investors only. The research products may not contain information necessary for others to make investment decisions.
Consult your financial adviser or an investment professional if you are not an institutional investor. This research is based on
current public information that we consider reliable. We seek to update our research as appropriate. Other than certain industry
reports published on a periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's
judgment. TAG updates research 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 of TAG analysts. All TAG publications are prepared in
accordance with TAG compliance and conflict management policies. TAG is committed to the integrity, objectivity, and independence
of our research. Our salespeople, traders, and other professionals may provide oral or written market commentary or trading
strategies to our clients, which may reflect opinions that are contrary to the opinions expressed in this research. 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 orsolicitation would be illegal.
These publications are furnished for informational purposes only and on the condition that it will‘'not form the sole basis for any
investment decision. Any opinion contained herein may not be suitable for all investors or investment decisions. Each investor must
make its own determination of the appropriateness of an investment in any company referred to hereindbased.on considerations
applicable to such investor and its own investment strategy. By virtue of these publications, neither TAG.nor any ofits employees, nor
any data provider or any of its employees shall be responsible for any investment decision. The price and value of the investments
referred to in this research and the income from them may fluctuate. Past performance'is not a guide to future performance, future
returns are not guaranteed, and a loss of original capital may occur. All research reports made available to clients are simultaneously
available on our website, https://telseylibrary.bluematrix.com/. Not all research content is redistributed, e-mailed or made available
to third-party aggregators. For all research reports available on a particular stock, please.contact your sales representative.

TAG publications may not be reproduced, distributed, or published without the prior consent.of TAG.
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