
 

 

>> Employed by a non-US affiliate of MLPF&S and is not registered/qualified as a research analyst under the FINRA rules. 
Refer to "Other Important Disclosures" for information on certain Merrill Lynch entities that take responsibility for this report in particular jurisdictions. 
Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 
investment decision.  
Refer to important disclosures on page 6 to 8. Analyst Certification on Page 4. Price Objective Basis/Risk on page 4. Link to Definitions on page 4. 10924458    

 

  Hero Honda    
  

Near fair value post-rally   
   
 
 

 Raise PO, but maintain Neutral  
Raise PO by 14% to Rs 2,012, driven by (1) upward revision of EPS forecasts by 
5%-7% over FY11-12E, and (2) re-rating of core business on growth visibility and 
positive triggers (high dividend payout, possible entry into new export markets). 
Rate Neutral following 17% YTD stock rally, and limited potential upside.  

Forecast 14.5% sales CAGR 
Our assumptions are above street estimates, based on (1) strategic launches in 
bikes and scooters, which will enhance competitive position, and (2) easing of 
capacity constraints. We expect high utilisation rates, our increased confidence 
stemming from proposed investment in 4th plant to cater to demand beyond FY11. 

Margin cushioning from tax free unit 
Our forecasts factor 103bps cumulative decline in margins over FY10-12E, with 
higher input and emission related costs cushioned by increased production at 
Hardwar (~50% of incremental sales). We estimate profitability in tax free unit to 
be 20% higher than older plants. 

Valued on constituent businesses  
Our PO is based on sum of (1) two wheeler valued at 15x at Rs 1,699/share, and 
(2) cash of Rs 313/share. At PO, the stock will trade at 16x FY11E P/E (earlier 
15x), which is 5% discount to market compared to historical discount of 18%, on 
improved growth visibility, strong cash flows and financial position.  

 
 Estimates (Mar) 

 (Rs) 2008A 2009A 2010E 2011E 2012E 
 Net Income (Adjusted - mn) 9,679 12,820 21,679 24,949 28,253 
 EPS 48.47 64.20 108.56 124.93 141.48 
 EPS Change (YoY) 12.8% 32.4% 69.1% 15.1% 13.2% 
 Dividend / Share 19.00 20.00 40.00 40.00 50.00 
 Free Cash Flow / Share 56.75 68.58 117.23 129.70 143.11  

Valuation (Mar) 
  2008A 2009A 2010E 2011E 2012E 
 P/E 40.59x 30.65x 18.12x 15.75x 13.91x 
 Dividend Yield 0.966% 1.02% 2.03% 2.03% 2.54% 
 EV / EBITDA* 27.60x 21.82x 13.85x 12.51x 11.27x 
 Free Cash Flow Yield* 2.88% 3.49% 5.96% 6.59% 7.27% 

* For full definitions of iQmethod SM measures, see page 5.       

 Price Objective 
Change NEUTRAL 

 

  
Equity | India | Autos/Car Manufacturers 
31 March 2010 

 
 

 

 S.Arun >> +91 22 6632 8657 
Research Analyst 
DSP Merrill Lynch (India) 
s.arun@baml.com  
  

 

  

 

Stock Data  
 Price Rs1,967 
 Price Objective Rs2,012 
 Date Established 31-Mar-2010 
 Investment Opinion C-2-7 
 Volatility Risk HIGH 
 52-Week Range Rs1,011-Rs2,080 
 Mrkt Val / Shares Out (mn) US$8,713 / 199.7 
 Average Daily Volume 519,418 
 BofAML Ticker / Exchange HRHDF / BSE 
 Bloomberg / Reuters HH IN / HROH.BO 
 ROE (2010E) 50.0% 
 Net Dbt to Eqty (Mar-2009A) -3.7% 
 Est. 5-Yr EPS / DPS Growth 15.0% / 15.0% 
 Free Float 45.0%  

Key Changes 
 (Rs) Previous Current 
 Price Obj. 1,760.00 2,012.00 
 2010E Rev (m) 156,871.2 157,164.1 
 2011E Rev (m) 173,278.6 182,989.2 
 2012E Rev (m) 191,677.5 205,311.2 
 2010E EPS 107.56 108.56 
 2011E EPS 118.51 124.93 
 2012E EPS 132.19 141.48 
 2010E EBITDA (m) 27,440.8 27,513.8 
 2011E EBITDA (m) 29,080.1 30,455.2 
 2012E EBITDA (m) 31,969.5 33,817.8 
 2010E DPS 30.00 40.00   
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 iQprofile SM Hero Honda 
 Key Income Statement Data (Mar) 2008A 2009A 2010E 2011E 2012E 
 (Rs Millions)       
 Sales 103,631 123,562 157,164 182,989 205,311 
 Gross Profit 25,771 31,655 44,838 50,498 56,528 
 Sell General & Admin Expense (11,964) (14,187) (17,325) (20,043) (22,710) 
 Operating Profit 12,204 15,661 25,573 28,092 31,355 
 Net Interest & Other Income 1,900 2,156 2,131 2,901 3,741 
 Associates 0 0 0 0 0 
 Pretax Income 14,103 17,817 27,705 30,993 35,096 
 Tax (expense) / Benefit (4,424) (4,997) (6,026) (6,044) (6,844) 
 Net Income (Adjusted) 9,679 12,820 21,679 24,949 28,253 
 Average Fully Diluted Shares Outstanding 200 200 200 200 200 
 Key Cash Flow Statement Data      
 Net Income 9,679 12,820 21,679 24,949 28,253 
 Depreciation & Amortization 1,603 1,807 1,941 2,364 2,463 
 Change in Working Capital 2,731 (413) 1,454 1,202 971 
 Deferred Taxation Charge 12 191 60 60 68 
 Other Adjustments, Net 844 2,553 1,276 500 (1) 
 Cash Flow from Operations 14,869 16,958 26,410 29,075 31,754 
 Capital Expenditure (3,536) (3,262) (3,000) (3,175) (3,175) 
 (Acquisition) / Disposal of Investments (5,930) (8,019) (500) (500) (500) 
 Other Cash Inflow / (Outflow) 0 0 0 0 0 
 Cash Flow from Investing (9,465) (11,281) (3,500) (3,675) (3,675) 
 Shares Issue / (Repurchase) 0 0 0 0 0 
 Cost of Dividends Paid (4,439) (4,673) (10,934) (10,934) (13,667) 
 Cash Flow from Financing (4,771) (5,208) (11,719) (10,934) (13,667) 
 Free Cash Flow 11,333 13,696 23,410 25,900 28,579 
 Net Debt 9 (1,411) (13,387) (27,854) (42,265) 
 Change in Net Debt (965) (1,004) (11,976) (14,467) (14,412) 
 Key Balance Sheet Data      
 Property, Plant & Equipment 11,563 15,737 16,796 17,608 18,320 
 Other Non-Current Assets 29,805 34,979 35,493 35,993 36,493 
 Trade Receivables 2,974 1,499 1,550 1,905 2,137 
 Cash & Equivalents 1,311 2,196 13,387 27,854 42,265 
 Other Current Assets 5,083 6,440 6,934 7,364 7,507 
 Total Assets 50,736 60,851 74,160 90,723 106,723 
 Long-Term Debt 1,320 785 0 0 0 
 Other Non-Current Liabilities 1,306 1,531 1,591 1,651 1,720 
 Short-Term Debt 0 0 0 0 0 
 Other Current Liabilities 18,247 20,528 23,816 26,304 27,649 
 Total Liabilities 20,873 22,844 25,407 27,955 29,369 
 Total Equity 29,862 38,008 48,753 62,768 77,354 
 Total Equity & Liabilities 50,736 60,851 74,160 90,723 106,723 
 iQmethod SM - Bus Performance*      
 Return On Capital Employed 29.0% 32.1% 45.1% 40.9% 37.0% 
 Return On Equity 35.5% 37.8% 50.0% 44.7% 40.3% 
 Operating Margin 12.6% 13.6% 17.2% 16.1% 16.0% 
 EBITDA Margin 13.3% 14.1% 17.5% 16.6% 16.5% 
 iQmethod SM - Quality of Earnings*      
 Cash Realization Ratio 1.5x 1.3x 1.2x 1.2x 1.1x 
 Asset Replacement Ratio 2.2x 1.8x 1.5x 1.3x 1.3x 
 Tax Rate (Reported) 31.4% 28.0% 21.8% 19.5% 19.5% 
 Net Debt-to-Equity Ratio 0% -3.7% -27.5% -44.4% -54.6% 
 Interest Cover NM NM NA NA NA 
 Key Metrics      

* For full definitions of iQmethod SM measures, see page 5.    

  Company Description 
 Hero Honda is the largest domestic manufacturer of 

motorcycles operating out of two manufacturing 
locations in Haryana, North India. The company is a 
JV promoted by Hero Cycles of India (promoters - 
Munjal Group) and Honda motors of Japan (26% 
stake). The latter provides financial and technology 
support. Its key models include Splendour and 
Passion Plus (100cc), Super Splendour (125 cc), 
Ambition (135 cc), CBZ(155 cc) and Karizma (225 
cc).  

 Investment Thesis 
 We rate Hero Honda Neutral following sharp 17% 

YTD stock rally, limiting potential upside. Over the 
longer term, the company's strong business 
fundamentals should enable increase penetration, 
and maintain steady growth.  

   
 Stock Data  
 Price to Book Value 8.1x       
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Table 1: Revision of estimates 
 Old  New  Revision 
(Rs bn) FY10E FY11E FY12E FY10E FY11E FY12E FY10E FY11E FY12E 
Net sales 156.9 173.3 191.7 157.2 183.0 205.3 0.2% 5.6% 7.1% 
EBITDA 27.4 29.1 32.0 27.5 30.5 33.8 0.3% 4.7% 5.8% 
Margins 17.5% 16.8% 16.7% 17.5% 16.6% 16.5% 1bps -14bps -21bps 
PAT 21.5 23.7 26.4 21.7 24.9 28.3 0.9% 5.4% 7.0% 
Source: BofA Merrill Lynch Global Research 

 
 
Table 2: Revision of volumes 
('000s) Old New Revised growth 
Volumes  FY10E FY11E FY12E FY10E FY11E FY12E FY10E FY11E FY12E 
Domestic  4480 4920 5424 4492 5257 5885 23.5% 17.0% 12.0% 
Exports  96 114 115 93 107 123 10.0% 15.0% 15.0% 
Total  4576 5034 5539 4585 5364 6009 23.2% 17.0% 12.0% 
Source: BofA Merrill Lynch Global Research 
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Price objective basis & risk 
Hero Honda (HRHDF) 
Our PO of Rs 2012 is based on sum of two wheeler business valued at 15x or Rs 
1699/share and cash & cash equivalents of Rs 313/share . Risks: New models 
from competition, and higher interest rates, both of which could impact sales. 
Higher input costs will also impact profitability. 

   
Link to Definitions 
Industrials 
Click here for definitions of commonly used terms. 
 
Analyst Certification 
I, S.Arun, hereby certify that the views expressed in this research report 
accurately reflect my personal views about the subject securities and issuers. 
I also certify that no part of my compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or view expressed in this 
research report. 
  
Special Disclosures 
In accordance with the SEBI (Foreign Institutional Investors) Regulations and with 
guidelines issued by the Securities and Exchange Board of India (SEBI), foreign 
investors (individuals as well as institutional) that wish to transact the common 
stock of Indian companies must have applied to, and have been approved by 
SEBI and the Reserve Bank of India (RBI). Each investor who transacts common 
stock of Indian companies will be required to certify approval as a foreign 
institutional investor or as a sub-account of a foreign institutional investor by SEBI 
and RBI. Certain other entities are also entitled to transact common stock of 
Indian companies under the Indian laws relating to investment by foreigners. 
Merrill Lynch reserves the right to refuse copy of research on common stock of 
Indian companies to a person not resident in India. 
American Depositary Receipts (ADR) representing such common stock are not 
subject to these Indian law restrictions and may be transacted by investors in 
accordance with the applicable laws of the relevant jurisdiction. 
Global Depository Receipts (GDR) and the Global Depository Shares of Indian 
companies, Indian limited liability corporations, have not been registered under 
the U.S. Securities Act of 1933, as amended, and may only be transacted by 
persons in the United States who are Qualified Institutional Buyers (QIBs) within 
the meaning of Rule 144A under the Securities Act. Accordingly, no copy of any 
research report on Indian companies' GDRs will be made available to persons 
who are not QIBs. 
     

India - Autos Coverage Cluster 
Investment rating Company BofAML ticker Bloomberg symbol Analyst 
BUY 
 Apollo Tyres Ltd XAPYF APTY IN S.Arun 
 Eicher Motors XEICF EIM IN S.Arun 
 Maruti Suzuki India MUDGF MSIL IN S.Arun 
 Tata Motors Ltd. TTM TTM US S.Arun 
 Tata Motors Ltd. TENJF TTMT IN S.Arun 
 TVS Motor XFKMF TVSL IN S.Arun 
NEUTRAL 
 Bajaj Auto XBJBF BJAUT IN S.Arun 
 Hero Honda HRHDF HH IN S.Arun 
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India - Autos Coverage Cluster 
Investment rating Company BofAML ticker Bloomberg symbol Analyst 
UNDERPERFORM 
 Ashok Leyland XDBVF AL IN S.Arun 
 M & M MAHHF MM IN S.Arun 
 M & M -G MAHMF MHID LI S.Arun 
RVW 
 Bharat Forge XUUVF BHFC IN S.Arun 
 

 
iQmethod SM Measures Definitions 
Business Performance Numerator Denominator 
Return On Capital Employed NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill 

Amortization 
Total Assets – Current Liabilities + ST Debt + Accumulated Goodwill 
Amortization 

Return On Equity Net Income Shareholders’ Equity 
Operating Margin Operating Profit Sales 
Earnings Growth Expected 5-Year CAGR From Latest Actual N/A 
Free Cash Flow Cash Flow From Operations – Total Capex N/A 
   Quality of Earnings   
Cash Realization Ratio Cash Flow From Operations Net Income 
Asset Replacement Ratio Capex Depreciation 
Tax Rate Tax Charge Pre-Tax Income 
Net Debt-To-Equity Ratio Net Debt = Total Debt, Less Cash & Equivalents Total Equity 
Interest Cover EBIT Interest Expense 
   Valuation Toolkit   
Price / Earnings Ratio Current Share Price Diluted Earnings Per Share (Basis As Specified) 
Price / Book Value Current Share Price Shareholders’ Equity / Current Basic Shares 
Dividend Yield Annualised Declared Cash Dividend Current Share Price 
Free Cash Flow Yield Cash Flow From Operations – Total Capex Market Cap. = Current Share Price * Current Basic Shares 
Enterprise Value / Sales EV = Current Share Price * Current Shares + Minority Equity + Net Debt + 

Other LT Liabilities 
Sales 

EV / EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization  
iQmethod SMis the set of BofA Merrill Lynch standard measures that serve to maintain global consistency under three broad headings: Business Performance, Quality of Earnings, and validations. The key features of iQmethod are: A consistently 
structured, detailed, and transparent methodology. Guidelines to maximize the effectiveness of the comparative valuation process, and to identify some common pitfalls. 
iQdatabase ® is our real-time global research database that is sourced directly from our equity analysts’ earnings models and includes forecasted as well as historical data for income statements, balance sheets, and cash flow statements for 
companies covered by BofA Merrill Lynch. 
iQprofile SM, iQmethod SM are service marks of Merrill Lynch & Co., Inc.iQdatabase ®is a registered service mark of Merrill Lynch & Co., Inc.    
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Important Disclosures  
  
HRHDF Price Chart 
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B : Buy,  N : Neutral,  S : Sell,  U : Underperform, PO : Price objective,  NA : No longer valid
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"Prior to May 31, 2008, the investment opinion system included Buy, Neutral and Sell. As of May 31, 2008, the investment opinion system includes Buy, Neutral and Underperform. Dark Grey shading indicates that a security is restricted with the 
opinion suspended. Light grey shading indicates that a security is under review with the opinion withdrawn. The current investment opinion key is contained at the end of the report. Chart is current as of February 28, 2010 or such later date as 
indicated. 
BofAML price charts do not reflect analysts’ coverage of the stock at prior firms. Historical price charts relating to companies covered as of December 31, 2008 by former Banc of America Securities LLC (BAS) analysts are available to BAS clients 
on the BAS website." 
  
Investment Rating Distribution: Autos Group (as of 01 Jan 2010) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 45 59.21%  Buy 26 70.27% 
Neutral 17 22.37%  Neutral 8 61.54% 
Sell 14 18.42%  Sell 9 75.00%  
Investment Rating Distribution: Global Group (as of 01 Jan 2010) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 1699 50.78%  Buy 904 58.82% 
Neutral 841 25.13%  Neutral 491 65.03% 
Sell 806 24.09%  Sell 368 49.80% 
* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months. For purposes of this distribution, a stock 
rated Underperform is included as a Sell.   

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK 
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of a 
stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There 
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster; 
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least 
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a 
stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better 
understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation). 
Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster* 

Buy ≥ 10% ≤ 70% 
Neutral ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
* Ratings dispersions may vary from time to time where BofAML Research believes it better reflects the investment prospects of stocks in a Coverage Cluster. 

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered 
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common 
industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent BofAML Comment referencing the stock.  
 

In the US, retail sales and/or distribution of this report may be made only in states where these securities are exempt from registration or have been qualified for 
sale: Hero Honda. 

MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company 
within the next three months: Hero Honda. 

The country in which this company is organized has certain laws or regulations that limit or restrict ownership of the company's shares by nationals of other 
countries: Hero Honda. 

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Bank of 
America Corporation, including profits derived from investment banking revenues.   
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Other Important Disclosures 
 

BofA Merrill Lynch (BofAML) Research refers to the combined Global Research operations of Merrill Lynch and BAS. 
Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 

investments. 
Merrill Lynch Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 
"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates, including BofA (defined below). "BofA" 

refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL") and their affiliates. Investors should contact their Merrill 
Lynch or BofA representative if they have questions concerning this report. 

Information relating to Non-US affiliates of Merrill Lynch and Distribution of Affiliate Research Reports: 
MLPF&S, BAS, and BASL distribute, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill 

Lynch (France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch (South 
Africa): Merrill Lynch South Africa (Pty) Ltd; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner & Smith 
Limited; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): 
Merrill Lynch (Singapore) Pte Ltd; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill 
Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch International 
Incorporated (Seoul Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch 
(Indonesia): PT Merrill Lynch Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch 
(Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated 
Zürich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil): Banco Merrill Lynch de Investimentos S.A. 

This note has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized and 
regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America 
Securities – Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia 
Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; is issued and 
distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in 
Singapore by Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.’s F 06872E and 198602883D 
respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd 
and Bank of America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 
006 276 795), AFS License 235132 provides this note in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates 
involved in preparing this note is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation 
Authority. No approval is required for publication or distribution of this note in Brazil. 

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in 
the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person (other than BAS, BAI and 
their respective clients) receiving this research report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and 
not such foreign affiliates. 

BAS distributes this research report to its clients and accepts responsibility for the distribution of this report in the US to BAS clients. Transactions by US 
persons that are BAS clients in any security discussed herein must be carried out through BAS. 

General Investment Related Disclosures: 
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 

to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, 
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or 
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the 
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different 
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to 
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments, including ADRs, effectively assume currency risk. 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by Merrill Lynch entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the 
handling of research conflicts, which is available upon request. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

Merrill Lynch is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any 
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. 

Merrill Lynch, through business units other than BofAML Research, may have issued and may in the future issue trading ideas or recommendations that are 
inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames, 
assumptions, views and analytical methods of the persons who prepared them, and Merrill Lynch is under no obligation to ensure that such other trading ideas or 
recommendations are brought to the attention of any recipient of this report. 
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In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate 
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom 
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and 
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