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Growth priced in

e 4Q09 earnings were 2% below our estimates (though EBITDA was
5% ahead of estimates because of higher margins in the cigarette
business and impressive growth in the paper and agri-foods business).
We are also modestly cutting FY 10 estimates by 2%.

e We believe the key short-term risk to the stock is higher than
expected 7% hike in excise taxes when the budget is announced in
July, which is likely given the precarious fiscal position. While it would
likely be passed on, it would impact our volume growth assumptions of
3%. However, introduction of pictoral warnings on cigarette packs is
unlikely to dampen consumption, in our view: 70% of cigarettes are sold
in loose form anyway.
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cigarette business. As it accounts for over 80% of Group EBITDA, s I
better performances from Paper and Agri are unlikely to lift profits, with 100 3 . . : .
the hotels business continuing to be a drag on growth. Overall growth is May08  Aug08  Nov08  Feb09  May09
unlikely to surpass mid-teens. — ITC.BO share price (Rs
NIFTY (rebased)

e We therefore downgrade the stock to Neutral: Given its rich YO im  3m 12m

valuations (18x FY10E) and c20% premium to market multiples, we Abs ‘ 63% -34%  11% -203%
believe it will be difficult for ITC to outperform, especialy in an Rel 325% -285% -528%  -2.6%
environment where investors seek to add beta. We refrain from an
Underweight because of ITC's stronger economic franchise, in our view.
We reduce our sum-of-parts-based Mar’ 10 target price to Rs196 for the
stock. Key upside risk to our target price and rating are marginal tax
increases on cigarettes and lower than anticipated FMCG losses. Key
downside risk is steep hike in excise duty for cigarettes and other
legidlative changes that impact cigarette demand.

Reuters: ITC.BO, Bloomberg: ITC IN

Rs in millions, year-end March

FY08 FYO9E FY10E FYL1E

Net sales 139,475 153,778 172,403 194,420  52-week range (Rs) 132232

Net profit 31,201 32,635 38,794 45,371  Market cap (Rs B) 694

EPS (Rs) 8.2 8.6 10.2 12.0  Market cap (US$ B) 15

DPS (Rs) 35 37 4.0 5.0  Shrsoutsting (MM) 3772

Net sales growth (%) 15% 10% 12% 13%  Free float (%) 68

Net profit growth (%) 16% 5% 19% 17%  Avg daily value (Rs MM) 1086

EPS growth (%) 15% 5% 19% 17%  Avg daily value (US$ MM) 231

ROE (%) 26% 24% 24% 24%  Avg dly volume (MM shs) 6.0

ROCE (%) 40% 37% 38% 38%  BSE sensex 13887

BVPS (Rs) 319 36.5 425 49.9  Exchange rate (Rs/US$) 47.1

PIE (x) 223 213 180 154

P/BV (x) 5.8 5.0 4.3 3.7 Performance 1 mth

EV/EBITDA (x) 14.4 131 111 94  Absolute (%)

Dividend yield 1.9% 2.0% 2.2% 2.7% Relative (%)

Source: Bloomberg, Company reports and J.P. Morgan estimates. Note: Pricing as of May 22, 2009 close.

See page 10 for analyst certification and important disclosures, including non-US analyst disclosures.

J.P. Morgan 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.
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Table 1: Quarterly income statement

Asia Pacific Equity Research JPMorgan

23 May 2009

Q4FYO09 results review

ITC reported net sales of Rs38.9bn (-1% y/y) and net earnings of Rs8.1bn (+10%
yly) during Q4FY 09. Revenues and PAT were 6% and 2% below our estimates
respectively. However EBITDA growth surprised on the upside (up 21% y/y and 5%
ahead of our expectations) with margins expanding 590bp y/y on account of higher
operating profit growth for the cigarette and agri business and lower than anticipated
FMCG losses. Sales growth declined largely due to 50% decline in agri business
revenues. Lower other income (-46% y/y) depressed overall earnings growth to 10%
during the quarter.

Rsinmn

Mar'08 Jun'08 Sep'08 Dec'08 Mar'09 YIY Q/Q
Gross Income 60,097 59,589 58,439 59,172 58,707 -2% -1%
Net Sales Turnover 39,344 38,997 37,633 38,333 38,918 -1% 2%
Change in Stock 531 (484) (1,082) (480) 810
Raw Materials 17,914 18,519 16,567 15,651 14,968 -16% -4%
Staff Cost 1,911 2,181 2,377 2,130 2,222 16% 4%
Other Expenditure 8,542 7,509 8,612 7,506 8,293 -3% 10%
Total Expenditure 28,897 27,726 26,473 24,806 26,291 -9% 6%
EBITDA 10,447 11,271 11,160 13,527 12,627 21% %
Other Income 1,637 1,144 2,098 1,229 879 -46% -29%
Depreciation 1,215 1,261 1340 1442 1451.1 19% 1%
EBIT 10,869 11,154 11,919 13,314 12,055 11% -9%
Interest 27 14.1 27.8 45 136.8 NM NM
PBT 10,842 11,140 11,891 13,310 11,918 10% -10%
Tax 3,485 3,653 3,864 4277 3,828 10% -11%
PAT 7,356 7,487 8,027 9,032 8,090 10% -10%
Margin
EBITDA Margin 26.6% 28.9% 29.7% 35.3% 32.4%
Net Margin 18.7% 19.2% 21.3% 23.6% 20.8%
% of Sales
Cost of Goods 46.9% 46.2% 41.1% 39.6% 40.5%
Staff Cost 4.9% 5.6% 6.3% 5.6% 5.7%
Others 21.7% 19.3% 22.9% 19.6% 21.3%
Tax as % of PBT 32.1% 32.8% 32.5% 32.1% 32.1%
Growth YoY
Net Sales 16.7% 18.4% 15.1% 11.1% -1.1%
Operating Profit 12.3% 0.0% 8.1% 12.8% 20.9%
Net Profit 13.1% -4.4% 19.7% 8.7% 10.0%

Source: Company reports.
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Table 2: Segment wise quarterly trends
Rs mn

Mar'08 Jun'08 Sep'08 Dec'08 Mar'09 YIY Q/Q
Segment Revenues
FMCG Cigarettes 35,830 36,361 36,282 39,015 39,493 10% 1%
FMCG Others 7,384 6,936 7,593 7,223 8,388 14% 16%
Total FMCG 43,214 43,297 43,875 46,238 47,881 11% 4%
Hotels 3,393 2,594 2,490 2,705 2,413 -29% -11%
Agri Business 10,781 18,345 8,641 6,215 5,259 -51% -15%
Paper and Packagin 6,197 6,517 7,533 6,699 7,470 21% 12%
Others Total 20,371 27,457 18,663 15,620 15,143 -26% -3%
Total Segment Revenue 63,585 70,753 62,538 61,858 63,024 -1% 2%
Segment EBIT
FMCG Cigarettes 8,701 9,614 10,069 11,341 10,814 24% -5%
FMCG Others (1,179) (1,226) (1,166) (1,270) (1,173) -1% -8%
Total FMCG 7,522 8,388 8,903 10,071 9,641 28% -4%
Hotels 1,428 853 687 911 711 -50% -22%
Agri Business 370 765 764 502 531 43% 6%
Paper and Packagin 1,227 1,234 1,222 1,111 1,519 24% 37%
Others Total 3,025 2,852 2,674 2,523 2,761 -9% 9%
EBIT Margin
FMCG Cigarettes 24.3% 26.4% 27.8% 29.1% 27.4%
FMCG Others -16.0% -17.7% -15.3% -17.6% -14.0%
Total FMCG 17.4% 19.4% 20.3% 21.8% 20.1%
Hotels 42.1% 32.9% 27.6% 33.7% 29.5%
Agri Business 3.4% 4.2% 8.8% 8.1% 10.1%
Paper and Packagin 19.8% 18.9% 16.2% 16.6% 20.3%
Others Total 14.8% 10.4% 14.3% 16.2% 18.2%
Total EBIT 16.6% 15.9% 18.5% 20.4% 19.7%
Segment Revenue Y/Y Growth
FMCG Cigarettes 8.8% 5.7% 10.9% 10.5% 10.2%
FMCG Others 50.3% 27.9% 30.1% 11.7% 13.6%
Total FMCG 14.2% 8.7% 13.8% 10.7% 10.8%
Hotels 11.5% 17.3% 10.1% -13.7% -28.9%
Agri Business 28.1% 32.3% 16.7% -6.2% -51.2%
Paper and Packagin 16.2% 23.9% 22.6% 10.9% 20.6%
Others Total 21.3% 28.7% 18.0% -1.2% -25.7%
Total Segment Revenue 16.4% 15.7% 15.0% 7.5% -0.9%

Source: Company reports.

Cigarette business- Margins surprise on upside
Conversions from non-filter to filter remained healthy at 70-75% as seen in previous
three quarters. Volume declined by 3-3.5% y/y during the quarter and overall volume
declinefor the full year wasin similar range. Sales grew 10% y/y during the quarter
aided by price growth of 13% during the quarter, of which 6-7% was on account of

weighted average price increases for cigarettes and remaining due to improved
product mix. Margins expanded significantly by 310bp y/y on account of shift

towards filter cigarettes and price hikes.

Company has undertaken 10% price hike for Goldflake Kings brand (estimated

contribution of 7-8% to overall sales) and 4% price hike for Goldflake Regular
(estimated contribution of 25% to overall sales). As per recent government
notification pictorial warnings have been made compulsory from May 31st on

tobacco products in India. Management indicated that company may have to take one

time hit of Rs200-250mn on account of packaging costs which is likely to be

reflected in Q1FY 10 itself and some part of the same has been accounted for in
Q4FY 09 aswell. We believe impact on demand should be minimal considering

nearly 65-70% of cigarette salesin Indiaare loose. Also experience in other
international markets indicates that impact of warnings on consumption levels has
not been significant.



Vineet Sharma, CFA
(852) 2800-8523

vineet.k.sharma@jpmorgan.com

Figure 1: Cigarette sales and growth trends
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We estimate volume growth of 3% during FY 10 and build in 80bp expansion in
EBIT margins driven by realisation improvement. We are building in 7% excise duty
hike during FY 10 and estimate EBIT for this division to grow 13% and 12%,
respectively, during FY 10 and FY 11.

Figure 2: Cigarette EBIT and growth trends
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Source: Company reports.

Source: Company reports.

Other FMCG — Moderating losses; plansto enter a new category thisfiscal
While top line growth for the other FMCG division was in line with our expectations,
we were positively surprised by lower other FMCG EBIT losses at Rs117mn,
declining 8% sequentially. Company’ sintentional strategy to move out of low
margin staples and biscuit variants and increased focus on cost controlsis helping
reduce losses for this segment. Sales growth for the overall division improved
marginally on a sequential basisto 14% y/y. The quantum of EBIT losses for this
division are likely to decline in coming quarters as benefits of declining raw material
prices and efficiencies of scale (particularly for the personal care segment) kick in.
Management indicated that they expect these losses to be 20% lower in FY 10 and are
planning to enter one new category during the current fiscal.

Performance of personal care range is tracking management expectations as it
continues to extend its presence across the nation. In coming quarters we expect
company to build scale in existing categories vialaunch of more variants and
extensions of current brand portfolio and focus on improving share of high margin
products.
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Figure 3: Other FMCG sales and growth trends Figure 4: Other FMCG EBIT trends
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Paperboar ds— Higher capacity utilization gainsto benefit
Performance of paper division improved sequentially as benefits of higher capacity
utilization at recently commissioned new pulp mill facilities kicked in. The division
registered 21% y/y and 24% y/y growth in net sales and EBIT during Q4FY 09 with
margins expanding 50bp y/y.
Figure 5: Paperboard sales and growth trends Figure 6: Paperboard EBIT and growth trends
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Source: Company reports. Source: Company reports.

Agri Business— High tobacco realisations offset major declinein soya sales
Lower sales of soya and rationalization of agri commodity portfolio led to major
51% declinein revenues for this division during the quarter. However, steep inflation
in leaf tobacco helped EBIT grow 43% yly. Leaf tobacco prices are up 70-80% y/y
on account of low global supplies (particularly in Brazil and Zimbabwe) amidst
increased demand from international tobacco majors.
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Figure 7: Agri-business sales and growth trends Figure 8: Agri-business EBIT trends
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Hotels — Disappointing performance; Likely tobeadragin FY 10 aswell
We were significantly disappointed by performance of hotel business which
registered 29% y/y decline in revenues and nearly 50% declinein EBIT during the
guarter. Lower occupancy rates and average room rates contributed to such
significant downfall. As per management, Q1FY 10 is likely to witness similar
dowing trends and it expects 2HFY 10 to be relatively better. For the full year FY 10
we are building in flat revenue and EBIT growth considering weakening demand
trends for this business.
Figure 9: Hotel sales and growth trends Figure 10: Hotel EBIT and growth trends
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Valuation and target price

We are reducing our earnings estimates for FY 10 and FY 11 by 2% each as we build
in slowing top line growth for other FMCG and hotel business. We also reduce our
margin assumptions for hotel business. Accordingly, we lower our sum of parts
based Mar’ 10 target price to Rs196 (earlier Rs205). We downgrade our rating from
Overweight to Neutral given ITC' srich valuations (18x FY 10 P/E) and c20%
premium to market multiples. We believe it will be difficult for ITC to outperform,
especially in an environment where investors seek to add beta.
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Table 3: Sum-of-parts valuation for ITC

JPMorgan

Methodology Multiple (X) Value (X) Per Share % to total
FMCG Cigarettes EV/EBITDA 10.0x 545,512 144 4%
FMCG Others EV/Sales 1.5x 60,708 16 8%
Hotel EV/EBITDA 7.0x 35,895 9 5%
Paper and Packaging EV/EBITDA 6.0x 58,774 16 8%
Agri-Business EV/EBITDA 3.0x 11,382 3 2%
EV 712,271 188 96%
Net Cash 28,035 7 4%
Equity Value 740,305 196 100%

Source: J.P. Morgan estimates.

Key upside risk to our target price and rating are marginal tax increases on cigarettes
and lower than anticipated FMCG losses. Key downsiderisk is steep hikein excise
duty for cigarettes, any business diversification that is substantially dilutive of
earnings and any legislative changes that impact cigarette demand.

Figure 11: Rolling 1-yr forward P/E (x) of ITC

Figure 12: Rolling 1-yr EV/EBITDA (x) of ITC
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Table 4: Global tobacco valuation
Share Market PIE Div yield EV/EBITDA
price
cap ($mn) 2009E 2010E 2009E 2010E 2009E 2010E
International
British American Tobacco 1667 46,985 11.3 10.2 5.8% 6.4% 8.8 8.2
Imperial** 1615 23,077 10.0 9.1 4.6% 5.4% 8.7 8.0
PMI 43 88,959 145 13.1 5.1% 5.1% 10.2 9.6
Swedish Match 124 4,160 12.9 119 3.7% 4.0% 9.6 9.2
us
Altria 17 34,395 95 9.1 7.8% 7.9% 5.7 5.6
Lorillard 68 11,657 12.3 121 5.6% 5.8% 6.9 6.8
Reynolds American 39 11,515 9.1 8.7 8.7% 8.7% 6.3 6.2
Asia
Japan Tobacco 272900 27,705 8.9 7.3 2.2% 3.2% 6.0 5.2
KT&G 69400 7,371 10.2 11.3 3.9% 3.9% 7.9 8.9
25% 33% 35% 40%
Emerging Markets
BAT Malaysia 42 3,400 14.2 138 6.4% 6.5% 10.1 9.9
ITC 182 14,581 174 149 2.5% 3.0% 10.8 9.3
Souza Cruz 49 7,340 11.0 10.0 8.7% 9.3% 74 6.6
Source: J.P. Morgan estimates.
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Quant Return Drivers (a Score >50% indicates company ranks 'above average')

JPMorgan

J.P. Morgan Composite Q-Score
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EPS Actual To FY1 EPS FY1ToFY2 EPS FY2 To FY3 Cash Flow FY1 To FY2 Dividends FY1 To FY2 Sales FY1ToFY2
Closest in Country by Size (Consensus. ADV = average daily value traded in US$m over the last 3 mths)
Code Name Industry USD MCAP ADV PE FY1 Q-Score*
500112-IN State Bank of India Regional Banks 23,655 20.46 11.0 47%
500103-IN Bharat Heavy Electricals Ltd. Electrical Products 20,905 8.20 29.7 68%
500209-IN Infosys Technologies Ltd. Information Technology Services 18,392 5.54 15.0 41%
500510-IN Larsen & Toubro Ltd. Trucks/Construction/Farm Machinery 16,653 13.96 25.5 56%
532174-IN ICICI Bank Ltd. Regional Banks 16,515 30.58 19.0 27%
500875-IN ITC Ltd. Tobacco 14,748 1.95 20.5 55%
500113-IN Steel Authority of India Ltd. Steel 14,290 4.94 11.9 27%
532540-IN Tata Consultancy Services Ltd. Information Technology Services 13,876 3.02 12.2 34%
532712-IN Reliance Communications Ltd. Major Telecommunications 13,320 12.85 14.0 27%
500010-IN Housing Development Finance Corp. Ltd. Finance/Rental/Leasing 13,157 9.89 23.2 46%
532743-IN Reliance Petroleum Ltd. Oil Refining/Marketing 12,649 5.38 10.1 31%

Source: Factset, Thomson and J.P. Morgan Quantitative Research. For an explanation of the Q-Snapshot, please visit http://jpmorgan.hk.acrobat.com/gsnapshot/
Q-Snapshots are a product of J.P. Morgan’s Global Quantitative Analysis team and provide quantitative metrics summarized in an overall company 'Q-Score."
Q-Snapshots are based on consensus data and should not be considered as having a direct relationship with the J.P. Morgan analysts’ recommendation.

* The Composite Q-Score is calculated by weighting and combining the 10 Quant return drivers shown. The higher the Q-Score the higher the one month

expected return.

On a 14 Year back-test the stocks with the highest Q-Scores have been shown (on average) to significantly outperform those stocks with the

lowest Q-Scores in this universe. ** The number of up, down and unchanged target prices, recommendations or EPS forecasts that make up consensus.
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Summary Financials
Rs in mn, year end Mar
Profit and Loss statement Cash flow statement

FY08A FYO9E FY10E FY11E FY0B8A FY09E FY10E FY11E
Net sales 139,475 153,778 172,403 194,420  EBIT 43,278 47,412 55,456 64,604
% change Y/Y 15% 10% 12% 13% Depreciation -4,385 -5,448 -5,619 -6,106
EBITDA 47,662 52,861 61,074 70,710  Change in WC -4,315 -7,070 -6,039 -7,049
% change Y/Y 14% 11% 16% 16% Taxes -14,135 -15,617 -18,256 -21,351
EBITDA Margin (%) 34% 34% 35% 36% Interest -46 -183 -165 -148
EBIT 43,278 47,412 55,456 64,604  Others 6,832 11,920 12,997 14,479
% change Y/Y 13% 10% 17% 16% Cash flow from operations 27,230 31,014 38,374 44,428
EBIT Margin (%) 31% 31% 32% 33%
Interest expense -46 -183 -165 -148 Capex -22,461 -14,346 -16,395 -16,392
Earnings before tax 45,718 48,252 57,050 66,722 Free cash flow 4,769 16,668 21,978 28,036
% change Y/Y 16% 6% 18% 17% Equity raised/ (repaid) 446 0 0 0
Tax (14,517) (15,617) (18,256) (21,351)  Debt raised/ (repaid) 136 0 0 0
as % of EBT -32% -32% -32% -32% Other 1,506 0 -1 1
Net Income 31,201 32,635 38,794 45371 Dividends paid -11,590 -15,226 -16,096 -17,410
% change Y/Y 16% 5% 19% 17% Change in cash -4,734 1,443 5,882 10,626
Shares Outstanding 3783 3783 3785 3787 Beginning cash 31,326 26,592 28,035 33,917
EPS (Adjusted) 8.2 8.6 10.2 12.0 Ending cash 26,592 28,035 33,917 44,543
% change Y/Y 15% 5% 19% 17% DPS 35 37 4.0 5.0
Balance sheet Ratio Analysis

FYO08A FYO9E FY10E % FY08A FYO09E FY10E FY11E
Cash and cash equivalents 26,592 28,035 33,917 44,543 EBITDA margin 34% 34% 35% 36%
Accounts receivable 7,369 11,424 13,462 15,810 EBIT margin 31% 31% 32% 33%
Inventories 40,505 45,207 51,884 59,469 Net profit margin 22% 21% 23% 23%
Others 16,616 16,616 16,616 16,616  SG&Alsales 15% 16% 15% 15%
Current assets 91,083 101,282 115,878 136,438
Investments 8,456 8,456 8,456 8,456 Sales growth 15% 10% 12% 13%
Net fixed assets 72,957 81,854 92,631 102,917 Net profit growth 16% 5% 19% 17%
Total assets 172,495 191,592 216,964 247811  EPS growth 15% 5% 19% 17%
Liabilities Interest coverage (x) NM NM NM NM

Net debt to total capital Net Cash Net Cash Net Cash Net Cash

Payables 27,397 29,084 31,759 34,644 Net debt to equity Net Cash Net Cash Net Cash Net Cash
Others 16,926 16,926 16,926 16,926  Sales/assets 0.8 0.8 0.8 0.8
Total current liabilities 44,323 46,010 48,685 51,570 Assets/equity 33 3.6 39 42
Total Loans 2,144 2,144 2,144 2,144 ROE 26% 24% 24% 24%
Other liabilities 5,451 5,451 5,451 5,451 ROCE 40% 37% 38% 38%
Total liabilities 51,918 53,606 56,280 59,166
Shareholders' equity 120,577 137,986 160,684 188,645
BVPS 319 36.5 42.5 49.9

Source: Company reports and J.P. Morgan estimates.
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Analyst Certification:

The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst(s) in this report.

Important Disclosures

e Lead or Co-manager: JPMSI or its affiliates acted as lead or co-manager in a public offering of equity and/or debt securities for
ITC Limited within the past 12 months.

e Client of the Firm: ITC Limited is or wasin the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to
the company investment banking services.

e Investment Banking (past 12 months): JPMSI or its affiliates received in the past 12 months compensation for investment banking
services from ITC Limited.

e Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment
banking services in the next three months from ITC Limited.

ITC Limited (ITC.BO) Price Chart

Date Rating Share Price Price Target
360 OW Rs240 (Rs) (Rs)
315 p—— 27-May-06 OW  183.25 220.00
30-Mar-07 OW 146.75 180.00
2107 W Re220 @I 29-Jul-07 OW  171.80 200.00
225 28-Oct-07 OW  180.80 215.00
Price(Rs) 150- [V"M 02-Jan-08 OW 217.60 240.00
15-May-08 OwW 226.65 250.00
135 31-Jul-08 OW 187.80 230.00
90— 26-Oct-08 OW 149.05 200.00
19-Jan-09 OW 170.55 205.00
45
0 1 1 1 1 1 1 1 1 1 1 1 1

May Aug Nov Feb May Aug Nov Feb May  Aug Nov Feb May
06 06 06 07 07 07 07 08 08 08 08 09 09

Source: Reuters and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Mar 03, 2004 - Sep 17, 2004. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Explanation of Equity Research Ratings and Analyst(s) Coverage Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average tota return of the stocks in the analyst’s (or the analyst’ steam’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocksin the analyst’s (or the analyst’ s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector
and/or country shown on the cover of each publication. See below for the specific stocks in the certifying analyst(s) coverage universe.

Coverage Universe: Vineet Sharma, CFA: Belle International Holdings Ltd. (1880.HK), Esprit Holdings (0330.HK),
Giordano (0709.HK), Golden Eagle Retail Group Ltd (3308.HK), Hindustan Unilever Limited (HLL.BO), ITC Limited
(ITC.BO), Li & Fung (0494.HK), Maoye International Holding Limited (0848.HK), New World Department Stores L td
(0825.HK), Parkson Retail Group Ltd (3368.HK), Television Broadcasts Ltd (0511.HK), Y ue Y uen Industrial (0551.HK)
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J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2009
Overweight Neutral  Underweight

(buy) (hold) (sel)

JPM Global Equity Research Coverage 35% 46% 19%
IB clients* 54% 54% 42%
JPMSI Equity Research Coverage 35% 51% 14%
IB clients* 75% 73% 57%

*Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts. Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JIPMSI,
and may not be subject to NASD Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide.

Optionsrelated resear ch: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at

http://www.opti onscl earing.com/publicati ons/risks/riskstoc.pdf .

Legal Entities Disclosures

U.S.: PM S| isamember of NY SE, FINRA and SIPC. J.P. Morgan Futures Inc. isamember of the NFA. JPMorgan Chase Bank, N.A. isa
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) isa
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No.
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. K orea: J.P. Morgan Securities (Far East) Ltd,
Seoul branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) isa
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of
the National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of
India. Thailand: JPMorgan Securities (Thailand) Limited is amember of the Stock Exchange of Thailand and is regulated by the Ministry of
Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Indonesia Stock
Exchange and is regulated by the BAPEPAM. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock Exchange
and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan SA. isregulated by the Comissao de Valores
Mobhiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casade Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero isa
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission.
Singapor e: This material isissued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P)
132/02/2009 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the
MAS. Malaysia: This material isissued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) whichisa
Participating Organization of Bursa Maaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd isamember of the Karachi Stock Exchange and regulated by the Securities and
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi ArabiaLtd. is authorised by the Capital Market Authority of the Kingdom
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number
35-07079 and its registered addressis at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi
Arabia
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Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPM SL's policies for managing conflicts of interest arising
as aresult of publication and distribution of investment research. Many European regulators require that a firm to establish, implement and
maintain such apolicy. This report has been issued in the U.K. only to persons of akind described in Article 19 (5), 38, 47 and 49 of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons'). This document must
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relatesis only
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons
regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material isissued and distributed by JPMSAL in
Australiato “wholesale clients” only. JPMSAL does not issue or distribute this material to “retail clients.” The recipient of this material must not
distribute it to any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the terms
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001. Germany: This material is
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are
regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht. Hong Kong: The 1% ownership disclosure as of the previous month end
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for persons licensed by or registered with the Securities
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from
two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan
International Derivatives Ltd and listed on The Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website:
http://www.hkex.com.hk/prod/dw/Lp.htm. Japan: Thereisarisk that aloss may occur due to a change in the price of the sharesin the case of
share trading, and that aloss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan
Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers
Association, The Financial Futures Association of Japan. Korea: Thisreport may have been edited or contributed to from time to time by
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch. Singapore: JPMSS and/or its affiliates may have a holding in any of the
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This
material isissued and distributed by JPMSAL in New Zealand only to persons whose principa business is the investment of money or who, in the
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third
party or outside New Zealand without the prior written consent of JPMSAL.

General: Additiona information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any
disclosures relative to JPMSI and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing isas
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments
mentioned herein. JPM S| distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home
jurisdiction unless governing law permits otherwise.

“Other Disclosures’ last revised January 30, 2009.

Copyright 2009 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.
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