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The trend in GEM earnings expectations fell in April from 1.01 to 0.90, and the Nigel Tupper >> +612 9226 5741
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highest Earnings Revision Ratios and Latin America the lowest. The Global Carrie Zhao +1 212 449 6045
Earnings Revision Ratio weakened April indicating global profit growth is slowing. Quantitative Strategist
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Russian earnings expectations are the strongest and improved the most in April.
The 3-Month Earnings Revision Ratio is also high in South Africa and has been
improving since October 2006. Earnings expectations are lowest and falling in
Hungary, and Thailand where they may have troughed (Chart 23).
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Financial sector earnings expectations improved the most
The trend in earnings expectations improved the most for Diversified Financials,

Table 1: LatAm country snapshot Highest to Lowest
3-month Ratio

Change in Ratio

Insurance and Banks in April (Chart 25). The Ratio for Software and Services Chile (1.36) Brazil (-0.07)

continues to fall from the peak in January 2007 but remains high. The 3-Month Argentina (1.11) Argentina (-0.22)

Earnings Revision Ratio is strongest for Materials and weakest for Health Care. April Mexico (0.88) Mexico (-0.29)
Brazil (0.76) Chile (-0.64)

earnings expectations show no clear preference toward cyclical or defensive sectors.
Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Country and sector Earnings Revision Ratios combined
In April, we have combined the GEM country and GEM sector Earnings Revision

) Table 2: EmEurope country snapshot Highest to Lowest
Ratio comments.

3-month Ratio

Change in Ratio

. ; ; ; : Russia (2.82) Russia (0.27)
Chart 1: Trend in Global Emerging Markets Earnings Expectations South Africa (1.63) South Afrca (0.07)
1-Month Earnings Revision Ratio Poland (1.00) Poland (-0.13)
141 ——3-Month Earnings Revision Ratio Turkey (0.76) Hungary (-0.14)
— Average Israel (0.39) Israel (-0.15)
Hungary (0.21) Turkey (-0.69)
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES
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Table 3: EmAsia country snapshot Highest to Lowest
3-month Ratio
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Change in Ratio

# Stocks Upgraded / # Downgraded
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China (1.46) Thailand (0.10)
06 v M Malaysia (1.09) Korea (0.01)
' India (0.92) India (-0.16)
Indonesia (0.91) Indonesia (-0.17)
0.4 Korea (0.72) Malaysia (-0.21)
88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 Taiwan (0.72) Taiwan (-0.22)
Thailand (0.43) China (-0.23)

Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES . -
¥ Q oy Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES
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Chart 2: Global Earnings Revision Ratio
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Source: Merrill Lynch Global Quantitative Strategy, MSCI, IBES

The trend in earnings expectations has
weakened most in Emerging Asia and
Latin America in recent months.

Emerging Europe had the highest earnings
expectations in April.

Chart 4 shows the 1-Month change in the
3-Month Earnings Revision Ratio fell for
all regions in Emerging Markets.

Chart 4: 1-Month Change in 3-Month Earnings
Revision Ratio
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GEM Earnings Expectations

The trend in GEM earnings expectations fell from 1.01 to 0.90 in April while

the one-month Earnings Revision Ratio changed little from 0.86 to 0.87.

The Ratio is strongest for Emerging Europe and weakest for Emerging Asia.
The Global Earnings Revision Ratio weakened in April (from 1.02 to 0.95).

The Earnings Revision Ratio measures the number of stocks for which the

consensus EPS estimate has risen versus the number for which it has fallen. The

trend in GEM earnings expectations is measured by the 3-Month Earnings
Revision Ratio.

The trend in earnings expectations fell in all emerging regions in April (Chart 3).

Earnings expectations remain highest in Emerging Europe.

Chart 3: Trends in Earnings Expectations by Region
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Table 4: GEM Country Earnings Revision Ratios (1-Month and 3-Month)

Country Feb-07 Mar-07 Apr-07  Last 3 Months
Argentina 2.00 1.00 0.67 111
Brazil 0.88 0.74 0.67 0.76
Chile 1.67 3.00 0.67 1.36
China 191 1.46 1.19 1.46
Hungary 0.50 0.20 0.00 021
India 129 0.72 0.78 0.92
Indonesia 0.85 0.63 1.45 0.91
Israel 0.23 0.50 0.56 0.39
Korea 0.68 0.62 0.86 0.72
Malaysia 243 0.66 1.00 1.09
Mexico 118 1.00 0.56 0.88
Poland 0.90 111 1.00 1.00
Russia 1.18 5.00 3.80 2.82
South Africa 119 2.00 1.88 1.63
Taiwan 1.06 0.63 0.52 0.72
Thailand 0.44 0.32 0.56 0.43
Turkey 0.33 2.88 0.54 0.76
Emerging EMEA 0.83 1.59 1.06 1.10
Emerging Asia 1.05 0.68 0.85 0.85
Latin America 1.07 0.96 0.64 0.86
Emerging Markets 0.98 0.86 0.87 0.90

Source: Merrill Lynch GEM Quantitative Strategy, IBES, MSCI
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The Emerging Asia trend in earnings
expectations fell in April (measured by
the 3-Month Earnings Revision Ratio),
however the 1-Month Earnings Revision
Ratio improved from 0.68 to 0.85.

The trend in the earnings expectations
continued to fall in Emerging EMEA in
April, and the 1-Month Earnings Revision
Ratio fell from 1.59 to 1.06.

The Latin America 1-Month Earnings
Revision Ratio weakened in April from
0.96 to 0.64.

GEM

Emerging Asia

Chart 5: Trends in Earnings Expectations — Emerging Asia
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Chart 6: Trends in Earnings Expectations — Emerging EMEA
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Chart 7: Trends in Earnings Expectations - Latin America
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Earnings Revision Ratio
By GEM Country

Chart 8: Earnings Revision Ratio By Country — Last 3 Months

Chart 9: 1-Month Change in 3-Month Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 10: BRAZIL Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 12: CHINA Earnings Revision Ratio
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Source: Merill Lynch GEM Quantitative Strategy, MSCI, IBES
Chart 11: CHILE Earnings Revision Ratio
35
1-Month Earnings Revision Ratio
=30 —— 3-Month Earnings Revision Ratio
g —— Average
s
225
s
o
o
= 2.0 A
B
B 15 -
2
=l
L A 4
g IR AL A | 7
2 1 TV L
s 0.5 4

0.0
88 8 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07

Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 13: HUNGARY Earnings Revision Ratio
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Chart 14: INDIA Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 16:

KOREA Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 18: MEXICO Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 15: ISRAEL Earnings Revision Ratio
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Source: Merill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 17: MALAYSIA Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 19: POLAND Earnings Revision Ratio
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Chart 20: RUSSIA Earnings Revision Ratio Chart 21: SOUTH AFRICA Earnings Revision Ratio
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Chart 22: TAIWAN Earnings Revision Ratio Chart 23: THAILAND Earnings Revision Ratio
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Chart 24: TURKEY Earnings Revision Ratio
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Chart 25: Change in 3-month Earnings Revision
Ratio by GEM Sector

Change in 31 EPS Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, IBES, MSCI

Financial sectors improved the most in
April (Chart 25).

Sector earnings expectations show no
clear preference toward cyclical or
defensive sectors in April (Chart 26).

GEM

GEM Sector Earnings Expectations

The trend in GEM sector earnings expectations are strongest for Materials,
Software & Services and Utilities, and weakest for Health Care, Tech

Hardware, and Auto/Dur/Services.

Chart 25 shows the 1-Month change in the 3-Month Earnings Revision Ratio
improved the most for Diversified Financials, Insurance and Banks, and

weakened the most for Software & Services and Retailing.

Chart 26 shows the trend in earnings expectations (measured by the 3-Month
Earnings Revision Ratio) are strongest for Materials, Software & Services and
Utilities, and weakest for Health Care, Tech Hardware, and Auto/Dur/Services.

Chart 26: Three-month Earnings Revision Ratio by GEM Sector
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Table 1 shows the one-month Earnings Revision Ratio for each of the last three
months, and the current three-month Ratio for each GEM sector.

Table 5: GEM Sector Earnings Revision Ratios (1-Month and 3-Month)

Sector

Auto, Dur, Services
Banks

Consumer Staples
Div Financials
Energy

Health Care
Industrials
Insurance
Materials

Media

Retailing

Software & Serv.
Tech Hardware
Telecom

Utilities

GEM

Source: Merrill Lynch GEM Quantitative Strategy, IBES, MSCI

Feb-07

0.55
1.03
119
1.17
0.41
0.75
1.23
0.75
1.10
1.14
0.75
2.20
0.69
0.80
1.36
0.98

Mar-07
0.74
0.78
0.82
0.54
0.73
0.50
1.08
0.50
1.33
0.86
0.70
114
0.57
1.24
0.73
0.86

Apr-07
0.57
127
0.64
1.50
0.81
0.25
0.89
2.75
1.65
1.14
0.56
0.60
0.32
0.85
112
0.87

Last 3 Months
0.62
1.01
0.85
1.03
0.63
0.48
1.05
1.00
1.34
1.05
0.68
1.14
0.51
0.94
1.07
0.90
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Chart 27: GEM AUTOS/DURABLES/SERVICES Earnings Revision
Ratio

Chart 28: GEM BANKS Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 29: GEM CONSUMER STAPLES Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 31:

GEM ENERGY Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 30: GEM DIVERSIFIED FINANCIALS Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 32: GEM HEALTH CARE Earnings Revision Ratio
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Chart 33: GEM INDUSTRIALS Earnings Revision Ratio

Chart 34: GEM INSURANCE Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 35: GEM MATERIALS Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 37: GEM RETAILING Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 36: GEM MEDIA Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 38: GEM SOFTWARE Earnings Revision Ratio
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GEM

Chart 39: GEM TECH HARDWARE Earnings Revision Ratio

Chart 40: GEM TELECOM Earnings Revision Ratio
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Source: Merrill Lynch GEM Quantitative Strategy, MSCI, IBES

Chart 41: GEM UTILITIES Earnings Revision Ratio
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Note to Readers

Consensus EPS forecasts and analysts’ view provided by IBES.

IBES default earnings estimates are Reported, IFRS or EBG adjusted as
determined by the majority contribution.

The accompanying valuations and screens are useful in assessing comparative
valuations and comparative earnings prospects. These indicators should be used
in investment decisions only with other factors including financial risk, investment
risk, management strategies and operating and financial outlook.

The comments and views in this document are those of the Quantitative Strategy
department and do not necessarily coincide with the views of Merrill Lynch
fundamental analysts.

Analyst Certification

I, Michael Salvatico, hereby certify that the views expressed in this research
report about securities and issuers accurately reflect the research model applied
in such analysis. | 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.
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Important Disclosures

Investment Rating Distribution: Global Group (as of 31 Mar 2007)

Coverage Universe Count Percent
Buy 1562 45.16%
Neutral 1615 46.69%
Sell 282 8.15%

Inv. Banking Relationships* Count
Buy 415
Neutral 446
Sell 49

* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months.
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, indicators of expected total return
(price appreciation plus yield) within the 12-month period from the date of the initial rating, are: 1 - Buy (10% or more for Low and Medium Volatility Risk
Securities - 20% or more for High Volatility Risk securities); 2 - Neutral (0-10% for Low and Medium Volatility Risk securities - 0-20% for High Volatility
Risk securities); 3 - Sell (negative return); and 6 - No Rating. 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.

Percent
30.09%
30.65%
19.76%

Due to the nature of quantitative analysis, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly, investors
must regard this report as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities.
The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Merrill

Lynch, including profits derived from investment banking revenues.
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Other Important Disclosures

UK readers: MLPF&S or an affiliate is a liquidity provider for the securities discussed in this report.

Information relating to Non-U.S. affiliates of Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S):

MLPF&S distributes 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 Global (Taiwan) Limited; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited,
Moscow.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-U.S. affiliates. MLPF&S is the distributor of this research report in
the U.S. and accepts full responsibility for research reports of its non-U.S. affiliates distributed in the U.S. Any U.S. person 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.

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited, which is authorized and
regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd, a registered securities dealer
under the Securities and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC; is
issued and distributed in Taiwan by Merrill Lynch Global (Taiwan) Ltd or Merrill Lynch, Pierce, Fenner & Smith Limited (Taiwan Branch); is issued and distributed in
Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed investment adviser regulated by the Malaysian Securities Commission; and is issued and distributed in
Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and
198602883D respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority
of Singapore. Merrill Lynch Equities (Australia) Limited, (ABN 65 006 276 795), AFS License 235132, provides this report in Australia. No approval is required for
publication or distribution of this report in Brazil.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.

Copyright, User Agreement and other general information related to this report:

Copyright 2007 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of Merrill Lynch clients and
may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Merrill Lynch. Merrill Lynch
research reports are distributed simultaneously to internal and client websites eligible to receive such research prior to any public dissemination by Merrill Lynch of
the research report or information or opinion contained therein. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including
any investment recommendations, estimates or price targets) prior to Merrill Lynch's public disclosure of such information. The information herein (other than
disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. Merrill Lynch makes no
representations or warranties whatsoever as to the data and information provided in any third party referenced website and shall have no liability or responsibility
arising out of or in connection with any such referenced website.

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 investment or any options, futures or derivatives related to such securities or investments. It 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 who may
receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or investment strategies
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Investors should note that income
from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors may
receive back less than originally invested. Past performance is not necessarily a guide to future performance. Any information relating to the tax status of financial
instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on
their particular circumstances from an independent tax professional.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this report. In addition,
investors in securities such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume currency risk.

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.

Fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current.
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