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Share Price Performance

CDP has gained more than 1,300% in the last four years, especially after E3 announcements

▪ [1] May 31, 2016 (+212.7%) – The second 

Witcher 3 DLC is released by CDP

▪ [1] June 14, 2016 (v.s.) – CDP announces 

GWENT at E3 2016

▪ [2] August 2017 (+7.5%) – CDP announces 

Thronebreaker at gamescom 2017.

▪ [3] June 14, 2018 (+212.7%) – Cyberpunk 

2077 wins over one hundred awards at the 

E3 2018 and the second game trailer is 

published

▪ [4] October to December (-30.6%) – GWENT 

and Thronebreaker are released for PC, PS4 

and XBO. The latter did not meet sales 

expectations.

▪ [5] October 29, 2019 (+8.4%) – GWENT: The 

Witcher Card Game is released for iOS.

▪ [6] January 17, 2020 (-5.7%) – CDP delays 

the publishing date of Cyberpunk 2077 from 

April 2020 to September 17, 2020 and its 

online mode to after 2021.

Share price – Major Events
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PLN 100

PLN 150

PLN 200

PLN 250

PLN 300

Source: Quandl (Weekly data from Jan 1, 2015 to Jan 17, 2020)
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Unrealistic 
market pricing

Monetization
of DLCs rela-
tively limited

High market
growth in Asia

Unprofitable 
segment

Strong track 
record of 

management 
team

Highly cyclical 
cash flows

Investment Thesis

Driven mostly by hype and currently without a clear strategy, CDP clearly is a short target

Asia exhibits the highest market growth and CD Projekt is strengthening 

its capabilities and focuses on this market with its upcoming games

Valuation levels are not justified based on conventional metrics and can 

only be explained partly by hype generated by Cyberpunk 2077

Options of generating sales with DLCs is limited due to studio philosophy 

and established customer relationships

GOG.com, the game distribution segment of CD Projekt makes up 

approximately 30% of sales, shows negative bottom line performance 

Experienced and long-standing management team closely affiliated with 

the company and owns an equity stake

Due to the business model of publishing a single game every few years, 

cash flows are highly cyclical

1

2

3

4

5

6
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Business Development

The idealistic founders and management team own a considerable equity stake of 33%

Shareholder StructureCompany history

Business Description

▪ Worldwide development and digital distribution of videogames

▪ CD Projekt Red (CDPR): Development, publishing and distribution of 

open world role-playing games

▪ GOG.com: Online distribution of DRM free videogames, enabling 

customers to purchase from around the world

▪ Headquarters: Warsaw, Poland

▪ Established: 1994

▪ Employees: 953

▪ Market Cap: PLN 27.1 bn

▪ Ticker: CDR

▪ Stock Exchange: Warsaw Stock Exchange

Management Team

Adam

Kiciński
President,

Joint CEO

Since 1994

Marcin

Iwiński
Co-founder,

Joint CEO

Since 1994

Piotr

Nielubowicz
Vice President,

CFO

Since 1999

Adam

Badowski
Board Member,

Head of CDPR

Since 2003

13%

11%

6%5%
5%

5%

5%

3%

47%
Marcin Iwiński

Michał Kiciński

Piotr Nielubowicz

Aviva PTE Aviva BZ WBK SA

MetLife PTE SA

Nationale-Nederlanden PTE SA

Allianz Polska TFI SA

Adam Kiciński

Free Float

▪ 1996 - First Polish distributor to publish games with Polish manuals

▪ 2002 – CD Projekt Red Studio is founded

▪ 2007 – First Witcher-themed game released

▪ 2008 – Good Old Games (later GOG.com) was set up

▪ 2011 – Release of The Witcher 2: Assassins of Kings

▪ 2012 – Re-release of The Witcher 2: Assassins of Kings

▪ 2015 – Release of The Witcher 3: Wild Hunt

▪ 2020E – Planned release of Cyberpunk 2077

Source: Company data

Founders
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Business Model & Products

CDP‘s development, publishing and distribution is characterized by its DRM-free philosophy

Business Model of CD Projekt Red 

CREATION

IP ownership and full creative control

Focus on 2 franchises and limited projects

DEVELOPMENT

In-house development team

TECHNOLOGY

Internally developed REDengine exclusively for nonlinear RPG 

PUBLISHING

Own publishing operation – GAMERS FIRST core business philosophy

DISTRIBUTION

Global retail distribution partners in 109 countries

Direct consoles and PC digital distribution – GOG.com

DISTRIBUTION

▪ Digital distribution of video games via GOG.com distribution         

platform and the GOG Galaxy application 

▪ Catalogue of 2800 products from more than 600 publishers and 

developers of videogames (Activision Blizzard, Bethesda, Disney) 

▪ Languages: English, French, German, Russian, Chinese and Polish

▪ Free of DRM measures 

Source: Company data, seminannual report for H1 2019

Business Model of GOG
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Distribution & Geography

U.S. and European core markets have driven revenue across gaming platforms

Witcher 3: Units sold by distribution type

2015 2016 2017 2018

Source: Company data, group results presentation 2018, Reuters | 1: 362.9 PLN mn

Witcher 3: Units sold by platform

2015 2016 2017 2018

Physical 

Distribution

Digital 

Distribution

PC

PlayStation 4

Xbox One

CD Projekt Offices

Los Angeles
WarsawBerlin

Paris

Wroklaw

Kraków

Seoul

Shanghai

Tokyo

Milano

55%
29%

8,5%

4,4%

2,0% 0,7%

  North America

  Europe

  Asia

  Poland

  Australia

  South America

  Africa

São Paulo

Headquarters (Dev 

Teams & GOG)
Dev TeamsBranch Offices PR Representatives

Total Group Sales by Geography (20181)

71%

29%

40%

60% 74%

26%

80%

20%

48%

20%

43%

42%
35%

50%

33%

54%

31%

14%
15%

13%
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Strategy

After the release of Cyberpunk 2077, CDP‘s strategy is unclear and not yet defined

Product portfolio depth and distribution channels

Reduction of cyclical effects

CDPR‘s philosophy drives their strategy

FCK DRM initative

▪ CD Projekt acquired Spokko in 2018 to enter the mobile gaming

market, though the developer remains largely independent

▪ Distribution of Cyberpunk 2077 and the subsequent titles will be

fostered by additional language

support, local CDPR sales

branches and an expansion

of key markets mainly to Asia

▪ Long-term switch to a dual-franchise system that allows for shorter

revenue cycles and diversifies their product portfolio

▪ This goes along with a two-fold expansion of CDPR‘s development team

▪ GOG should be established as main digital distribution channel

Current core market

Market expansion (primary)

Market expansion (secondary)

dev

dev

Independence

Game quality

Work culture

▪ Creative and financial independence with an own

digital distribution and online gaming platform

▪ Digital experiences with focus on RPGs

▪ Development of proprietary software

▪ Fair treatment of employees

▪ Direct contact to player base

Lately issues regarding crunch

policies, employee wellbeing and

retention have arisen…

CD Projekt as well as GOG follow a DRM-free strategy with their games

Digital Rights Management (DRM) defines technology that restricts how

digital content can be interacted with (e.g. sharing, printing, copying)

▪ Offline access possible

▪ No log-in required

▪ Customer experience is 

put ahead of profits

▪ Piracy (4.5 mn copies of 

CD Projekt games have 

been pirated)

▪ Harder to monetize DLCs

Source: cdprojekt.com/strategy, gog.com, fckdrm.com



- 11 - © WUTIS

xxxxx

Market & Industry Overview



- 12 - © WUTIS

Asia
Pacific
47%

North 
America

26%

EMEA
23%

Latin 
America

4%

24,1

28,5

2019 2024

CD Projekt Red

The gaming market across platforms is growing at 2.8% per year with Asia leading the pack

Change in game lifecycle

Comparable games

Global Video games market [USD bn]

Revenue growth in China

49 52,1 54,3 55,6 56,3 56,7

16,9 17,1 17,4 17,6 17,8 18
15,1 15,9 16,7 17,3 17,8 17,9

2019 2020 2021 2022 2023 2024

Gaming Networks Online Games Download Games Mobile Games

83.1
87.4 91.0 93.2 94.7 95.4

Source: Digital Media Report 2019 – Statista, Inderes, team analysis
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passes, lootboxes,…) 
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▪ The Asian market is gaining importance as sales shift to digital channels

▪ GOG.com and GOG GALAXY 2.0 provide a holistic service portfolio, but 

are trailing behind major competitors

34%

13%
6%5%

5%

5%

4%

4%

25%

USA
Germany
Poland
United Kingdom
France
Canada
Russia
Australia
Other territories

H1 2019

GOG

While market developments support growth, GOG is trailing behind its competitors

Drastic shift in game distribution in GOG’s core market

Selected competitors in digital game distribution

Market positioning

GOG.com Steam Epic Store Uplay Origin

Revenue commission 15 - 30% 25 - 30% 7 - 12% - -

Type of games
DRM-free games,

indie games

AAA games,

indie games
Epic Store exclusives

mainly distribution of

Ubisoft games

mainly distribution of

Electronic Arts (EA) games

Number of games >2.800 >34.000 >10.000 112 >70

Number of registered users - > 1 bn > 108 mn > 50 mn > 50 mn

Number of daily active users - 47 mn - > 300.000 > 5 mn

Languages 8 28 16 >20 >15

GOG’s geographic distribution of sales

0%

20%

40%

60%

80%

100%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Physical Digital

Source: Digital Media Report 2019 – Statista, company data, team analysis
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SWOT Analysis 

Eminent threats relating to the Cyberpunk 2077 release make CDP‘s future highly uncertain

Source: Team analysis, company data

▪ Negative profitability margins of GOG

▪ Cyclical revenue generation

▪ High competition for IT talent in Poland

▪ Long development cycles

▪ High marketing costs relative to firm size

▪ Currently it is a one-brand franchise

WEAKNESSES 

STRENGTHS

▪ Strong reputation for quality games

▪ Experienced management team

▪ Cyberpunk 2077 highly anticipated

▪ Loyal fan base

▪ Inhouse-developed game engine

THREATS

▪ Underperformance of Cyberpunk 2077

▪ Additional delay of release dates

▪ Unreasonable expectations of copies sold

▪ Changes in Chinese gaming regulation

▪ Possible shift in user platform preference

OPPORTUNITIES

▪ Expansion into mobile phone game market

▪ Implementation of microtransactions

▪ Expansion of sales to Asia

▪ Increased interest from Netflix series

S

O

W

T
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Key Performance Indicators

Profit margins are suppressed by GOGs financial performance

Personnel expensesHistorical financials

Profitability margins Segment Performance

EBITDA

EBIT

Profit
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58%

12%

12%

18%

988

Personnel expense

per employee (mn PLN)

Total

employees

Back Office

GOG

Development

Marketing/PR

113,5

-1,1

CDP Red GOG

60,2%

39,8%

CDPR GOG

Revenue Split Gross Profit Split

PLN mn 2015 2016 2017 2018 Q3/2019

Sales 798.0 583.9 463.2 362.9 307.3

% growth 88% -37% -26% -28% -15%

EBITDA 523.9 339.9 245.5 129.1 101.9

% margin 66% 58% 53% 36% 21.7%

Net Income 342.2 250.5 200.3 109.3 66.6

% margin 43% 43% 43% 30% 33.2%

Debt/Equity 0.28 0.13 0.11 0.12 0.21

Source: Reuters, team research, company data
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Top 3

Score > 30

Score > 50

Score > 20

Score > 5

Reverse DCF

Market pricing indicates that Cyberpunk 2077 has to be in the top five best-selling games ever

Interest in Witcher 3 (Jan 2014 to Jan 2017)

Copies sold (mn) as calculated via reverse DCF Interest in Cyberpunk 2077 (Jan 2018 to Jan 2020)

Comparable AAA games with similar number of copies sold

21,6

10,5 9,2
7,8 6,5

2,6 1,3

0

5

10

15

20

25

2020 2021 2022 2023 2024 2025 2026

▪ The reverse DCF hints that around 60 mn games have to be sold during

the life-cycle of Cyberpunk 2077 to justify the current valuation levels

▪ Comparable games are well-known brands with an established franchise 

and extremely high marketing budgets

Games (selection) Publisher / Studio Release Copies sold (mn)

Grand Theft Auto V Rockstar 2013 115

Wii Sports Nintendo 2006 83

Super Mario Bros Nintendo 1985 48

Skyrim Bethesda 2011 30

CoD: Modern Warfare Sledgehammer Games 2011 26.5

Read Dead Redemption 2 Rockstar 2018 26.5

The Witcher 3 CD Projekt Red 2015 >22

The Witcher 2 CD Projekt Red 2011 > 2

Top 3

Score > 30

Score > 50

Score > 20

Score > 5

Source: Reuters, team research, google trends [Poland is ranked with a score of 100 in both cases]
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DCF Analysis

Good premises for higher profitability, but still strong dependency on sales of individual games

Forecasted game revenues (in PLN mn)CD Projekt Red revenue stream impact

Key assumptions for detailed planning period (2019 – 2027E) Revenue development by Segment (in PLN mn)

Source: Reuters, team research, company data
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Release

Discounts

Console ports DLCs DiscountsDiscounts

CD Projekt Red

▪ Market position strengthens in the role-playing segment (CAGR ~ 18%)

▪ Game lifecycles of 5 – 6 years

▪ DLCs and other add-ins carry value (modelled wrt. peers)

▪ Tailwinds from the fast-growing gaming market (global growth 2.5% p.a )

GOG

▪ Creates value through increased sales of CDPR games

▪ Anchored to CDPR revenue development

▪ Still suffers from great cyclicality, but cross-platform sales bring ease (CAGR ~ 

15%)

Total units sold

• The Witcher 3 – 34m (currently >22m, )

• Cyberpunk 2077 – 45m (extremely hyped; high expectations)

• AAA – 34m (initial sales cycle only)

AAA game

The Witcher 3

Cyberpunk 2077

AAA game

15% 22% 37% 35% 40%
15% 20% 34% 40% 49%

21% 26% 45%
85%

78% 63% 65% 60%

85%
80%

66%

60%
60%
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66% 73%
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GOG Projekt RED EBITDA %
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DCF Analysis

One commercial success does not suffice an investor to pay the high price

Sensitivity analysis (in PLN)Key input factors

Source: Reuters, team research, company data
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Rundown of free cash flow to firm (in PLN mn) Equity bridge (in PLN mn)

96.1 mn shares

WACC (7.4%)

• Cost of Debt: 1.4%

• Cost of Equity: 8.8%

• Capital structure 82% equity

• Terminal Growth Rate 2.5%

• Video game markets surpass long term inflation down the line

Net Cash

• As of 30/09/2019, CD Projekt has considerable cash reserves (about PLN 659 mn) and pays 

humble interest on a small amount of financial lease agreements

• Strong balance sheet enables the Group to execute the strategy, and thanks to large cash 

pool, finance significantly larger stakes in game production than before
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Risk Analysis

Impact

P
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M1

M2

L1 O1

O2

M3

Loss of market share of GOG  in digital distribution 

to Steam, Epic Store, etc.
M1

M2

Decreasing attractivity for IT talent in Polish labor 

market
O1

Change in China’s legislation and restriction on  

video game approval policies
L1

Failure to create versions of Cyberpunk 2077 for 

new gen consoles fast enough
O2

Negative reception of Cyberpunk 2077 upon launchM3

Changes in the favorable Polish tax lawL2

L2

Operations (O) – Market (M) – Legislation (L)

The major risks relate to operational challenges regarding the release of Cyberpunk 2077

Source: Team research, company data

Release of additional competing games in 3Q20E



- 23 - © WUTIS

Catalysts

The postponement of Cyberpunk 2077 created additional catalysts for downside movements

Influenced factor

▪ Business model

▪ Brand-building 
capabilities

▪ Sales

Catalyst

Initial sales for Cyberpunk 2077
below expectations

▪ Pre-order numbers have to be confirmed by day-one
sales and customer reviews to hold up to expectations

▪ Lacking sales numbers provide significant potential for
liquidity problems until the next game release

Type

Hard

▪ Business model

▪ Cyclicality of sales

Launch of online multiplayer
version for Cyberpunk 2077

▪ Successful launch of CDP‘s first AAA game with online 
mode creates confidence in their operational capabilites

▪ Way less cyclical revenue stream due to DLCs and 
online content

Hard

▪ Hype
Presentation of Cyberpunk 2077 
at the E3 2020

▪ An almost finished game with actual footage is expected
to continue the hype until release in September 2020

▪ Expectations of around 60 mn copies to be sold are hard
to maintain if media coverage is limited

Soft

▪ Profitability
Sales numbers for GOG are
significantly boosted by
Cyberpunk 2077 sales

▪ GOG‘s profitability enhanced by CDPR sales and cross-
selling

▪ Strengthening of the brand name

Soft

▪ Hype

▪ Operational 
capabilities

Second postponement of
Cyberpunk 2077

▪ Eroding trust in CDPR‘s capabilites to develop, publsih
and market AAA games beyond the Witcher franchise

▪ Correction of sales expectations regarding Cyberpunk 
2077 and a promised online mode

Soft

- 30%

Estimated impact on share price

+ 15%

- 15%

+ 10%

- 20%

Source: Team research, expert interviews, company data
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Conclusion

A share price supported by hype rather than company performance

Source: Team research

Unprofitable

segment (GOG)

Limited revenue

upside by mone-

tizing DLCs 

Highly cyclical 

business model

Unrealistic

market pricing

Current

Price

PLN 277.9

as of January 30

CD Projekt share price performance

PLN 0

PLN 50

PLN 100

PLN 150

PLN 200

PLN 250

PLN 300

Target price PLN 209.1

– 24.8%

Downside 

potential
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Appendix

CD Projekt Game History

30.10.2007 

The Witcher (PC) 

17.04.2012 

The Witcher 2: 

Assassins of 

Kings (X360) 

17.05.2011 

The Witcher 2: Assassins 

of Kings (PC) 

2008 2010 2012 2014 2016 2018 

19.05.2015 

The Witcher 3: Wild Hunt 

(PC, Xbox One, PS4) 

13.10.2015 

The Witcher 3: Wild Hunt – expansion pack: 

Hearts of Stone (PC, Xbox One, PS4) 

31.05.2016 

The Witcher 3: Wild Hunt – expansion 

pack: Blood and Wine (PC, Xbox One, 

PS4)

23.10.2018 

GWENT: The Witcher 

Card Game (PC)

Thronebreaker: The 

Witcher Tales (PC)

14.12.18

GWENT: The Witcher Card 

Game (Xbox One, PS4) 

Thronebreaker: The 

Witcher Tales (Xbox One, 

PS4) 
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Appendix

Overview: Video Games Market Scope

▪ Gaming applications for smart 

devices such as smartphones

and tablets

▪ Paid app-downloads (single

purchase)

▪ Freemium games that are free to

downlaod, but allow in-app

purchases

Mobile Games

▪ Online sales of video games for

gaming consoles or PCs/laptops

via direct download

Downloads Games

▪ Freemium games with in-game 

purchases for additional premium 

contents or functionalities

▪ Subscription-based games like 

massive multiplayer online 

games (MMOGs)

Online Games

▪ Subscription-based access to

online premium services such as

Xbox Live Gold, PlayStation Plus 

or Nintendo Switch Online

▪ Game passes (e.g. Xbox Game 

Pass, EA Access or Origin 

Access)

Gaming Networks
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Appendix

Ad-hoc news

January 16, 2020: Cyberpunk 2077 won’t make it’s April 16th release date and is postponed to September 16th 2020

December 20, 2019: CD PROJEKT, creators of “The Witcher” series of games and upcoming role-playing game “Cyberpunk 2077”, together with Andrzej Sapkowski, author of “The Witcher”

books, signed an agreement further solidifying their relationship. The agreement grants CD PROJEKT new rights, as well as confirms the company’s title to “The Witcher” intellectual property

in video games, graphic novels, board games, and merchandise.

October 15, 2019: The Complete Edition is available for purchase in both retail, as well as digitally on the Nintendo eShop. In addition to the box and game card, which houses all of the

content, the retail edition comes with a set of physical goodies: stickers, map, and The Witcher Universe: Compendium booklet.

May 22, 2019: Experience GOG GALAXY 2.0 yourself — sign up for the closed beta at www.gogalaxy.com and be among the first to get access to it!

December 4, 2018: CD PROJEKT RED, creators of The Witcher series of games, announce the Xbox One and PlayStation 4 launch of Thronebreaker: The Witcher Tales and GWENT: The

Witcher Card Game.

August 20, 2018: CD PROJEKT has a majority stake in Spokko, with the remaining shares in possession of key personnel responsible for the development and conceptual design of the

project. The Group will provide the new company with access to its intellectual property, backed up by the creative and commercial muscle of the CD PROJEKT RED studio.

October 8, 2018: CD PROJEKT RED, creators of The Witcher series of games, announce the establishing of a long-term strategic cooperation with Vancouver-based studio Digital Scapes.

The partnership will focus on CD PROJEKT RED’s upcoming futuristic role-playing game — Cyberpunk 2077.

March 20, 2018: Located in the city of Wrocław, south-western Poland, the new studio will join forces with CD PROJEKT RED Warsaw and Cracow, and bolster development of Cyberpunk

2077 — the upcoming futuristic AAA role-playing game.

December 19, 2017: Midwinter Update adds more than 100 cards to the game, many of which with new abilities and gameplay mechanics sure to shake things up on the battlefield. The

update also introduces the story-driven Midwinter Hunt.

May 5, 2016: Starting today, GOG.com customers can pay for their purchases in six additional currencies: Polish zlotys, Canadian dollars, Swiss francs, Norwegian kroner, Swedish kronor

and Danish kroner.



- 42 - © WUTIS

Disclaimer

This document is being made available by WUTIS Trading and Investment Society, acting through its investment bank ("WUTIS"), for information purposes only and for the sole and exclusive use of the addressee in 

connection with the matter or possible transaction to which this document relates.  This document is incomplete without reference to, and should be assessed solely in conjunction with, the oral briefing provided by WUTIS.

This document is strictly confidential and remains the property of WUTIS. You agree that you shall only use this document for the purpose of evaluating and considering the matter or possible transaction to which this 

document relates. This document may not be distributed, published, reproduced, or disclosed, in whole or in part, to any other person, nor relied upon by you or any other person, nor used for any other purpose at any time, 

in each case without the prior written consent of WUTIS. 

This document does not constitute nor does it form part of an offer to sell or purchase, or the solicitation of an offer to sell or purchase, any securities or any of the businesses or assets described herein or an offer or 

recommendation to enter into any transaction described herein nor does this document constitute an offer or commitment to provide, arrange or underwrite any financing. You are responsible for making your own 

independent investigation and appraisal of the risks, benefits, appropriateness and suitability of any transaction or matter contemplated by this document and WUTIS is not making any recommendation (personal or 

otherwise) or giving any investment advice and will have no liability with respect thereto. The decision to proceed with any transaction or action contemplated by this document must be made by you in the light of your own 

commercial assessments and WUTIS will not be responsible for such assessments.

Neither WUTIS nor any of its subsidiaries or affiliates, nor any of their respective officers, directors, employees or agents (WUTIS together with such persons being the “WUTIS Group”) accepts any liability whatsoever for 

any direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents or any reliance on the information contained herein. WUTIS Group is not responsible for any 

specialist advice, including legal, regulatory, accounting, model accounting, tax, actuarial or other advice.
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