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Asian Paints (ASPN.BO)
Demand Buoyancy Continues; Raising TP to Rs2,772

1QFY11 moderate PAT beat — Reported PAT at Rs2.22bn was ahead of our
estimates (Rs2.1bn). EBITDA was c10% ahead of our estimates — driven by both a
revenue beat of ~8% and EBITDA margin beat, which at 19% exceeded estimates
by 20bps. Higher depreciation coupled with lower financial income resulted in
PAT beat of ~5%.

Underlying business remains strong — We estimate domestic volume growth at
~18-20%, among the strongest in the consumer space. There could be some
element of stocking (given ~4% price hike in May, followed by ~2.8% in July). Mix
also appears to have improved, which should enable ASPN to mitigate margin
pressures over the next 2 years. We expect discretionary spends and strong
pricing power to drive revenue growth of ~19% CAGR over FY10-12E.

Margins to trend down, given cost pressures — Gross margins at parent and
consolidated level contracted ~120 and ~210bps Y/Y respectively —a combination
of costs + higher excise duties. We believe gross margins have peaked — forecast
~140bps GM contraction over FY10-12E. In future, pricing power should remain
strong, enabling ASPN to manage cost pressures.

Increasing earnings estimates, New target price Rs2,772 — We raise EPS
estimates by 5-9% over FY11-12E driven by 4-7% increase in EBITDA forecasts
on the back of: a) ~2% increase in revenues, b) 100bps expansion in gross
margins (stronger pricing + better mix). Our TP is based on 25x DecllE EPS
(earlier 23x Mar11E). We hike our multiple in line with other FMCG companies. At
our target price, ASPN’s relative multiple (vs. broad market) is ~1.67x.

Reiterate Buy — a) Improving mix (in favor of emulsions, we estimate ~40% of
revenues) should support mix improvement/margins; b) Directionally, an
appreciating rupee should also help profit growth (~25% of inputs are imported);
c) We expect ASPN's profits to grow at ~20% CAGR over FY10-12E.

Equity o
Target price change o
Estimate change o

Buy/Low Risk 1L
Price (27 Jul 10) Rs2,437.75
Target price Rs2,772.00
from Rs2,092.00

Expected share price return 13.7%
Expected dividend yield 1.6%
Expected total return 15.3%
Market Cap Rs233,828M

US$4,969M
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Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield
31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)
2009A 4,014 41.84 -3.9 58.3 19.4 36.7 0.7
2010A 7,720 80.48 92.3 30.3 13.7 53.0 1.1
2011E 9,128 95.17 18.2 25.6 10.6 46.7 1.6
2012E 11,136 116.10 22.0 21.0 8.4 447 1.9
2013E 13,022 135.76 16.9 18.0 6.7 41.5 2.2

Source: Powered by dataCentral
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Fiscal year end 31-Mar 2009 2010 2011E 2012E 2013E
Valuation Ratios
P/E adjusted (x) 58.3 30.3 25.6 21.0 18.0
EV/EBITDA adjusted (x) 35.2 19.1 16.2 13.3 11.3
P/BV (x) 194 13.7 10.6 8.4 6.7
Dividend yield (%) 0.7 1.1 1.6 1.9 2.2
Per Share Data (Rs)
EPS adjusted 41.84 80.48 95.17 116.10 135.76
EPS reported 41.48 87.12 95.17 116.10 135.76
BVPS 125.43 178.27 229.01 290.92 363.30
DPS 17.50 27.00 38.07 46.44 54.30
Profit & Loss (RsM)
Net sales 54,639 66,809 79,588 94,536 108,629
Operating expenses -48,682 -55,369 -66,185 -78,316 -89,767
EBIT 5,957 11,441 13,403 16,221 18,862
Net interest expense -263 -285 -205 -175 -170
Non-operating/exceptionals 510 778 862 1,015 1,198
Pre-tax profit 6,204 11,934 14,060 17,060 19,890
Tax -1,974 -3,731 -4,401 -5,340 -6,225
Extraord./Min.Int./Pref.div. -252 154 -531 -584 -642
Reported net income 3,978 8,356 9,128 11,136 13,022
Adjusted earnings 4,014 7,720 9,128 11,136 13,022
Adjusted EBITDA 6,701 12,276 14,327 17,256 19,956
Growth Rates (%)
Sales 24.0 22.3 19.1 18.8 14.9
EBIT adjusted -1.0 92.1 17.2 21.0 16.3
EBITDA adjusted 14 83.2 16.7 20.4 15.6
EPS adjusted -39 92.3 18.2 22.0 16.9
Cash Flow (RsM)
Operating cash flow 3,363 12,442 9,928 11,606 13,961
Depreciation/amortization 744 836 924 1,036 1,094
Net working capital -1,656 3,530 -656 -1,150 -797
Investing cash flow -895 -10,042 -5,075 -5,000 -1,500
Capital expenditure -2,878 -4,585 -3,000 -2,000 -2,500
Acquisitions/disposals 1,983 -5,457 -2,075 -3,000 -5,000
Financing cash flow -1,436 -4,082 -4,750 -5,298 -6,079
Borrowings 334 -794 -489 -100 0
Dividends paid -1,967 -3,023 -4,261 -5,198 -6,079
Change in cash 997 -1,045 103 1,308 383
Balance Sheet (RsM)
Total assets 28,328 37,846 44,219 53,299 63,801
Cash & cash equivalent 2,104 1,058 1,161 2,469 2,852
Accounts receivable 5,719 5,425 6,541 1,170 8,928
Net fixed assets 9,051 12,801 14,876 15,841 17,247
Total liabilities 15,541 19,802 20,776 23,334 26,251
For further data queries on Citi's full coverage universe Accounts payable 5,542 7,183 8,225 9,528 10,932
please contact CIRA Data Services Asia Pacific at Total Debt 3,086 2,292 1,804 1,704 1,704
g;Rgﬁ}DataServmesAmaPamﬁc@mh.com or +852-2501- Shareholders' funds 12,781 18,044 23,442 29,964 37,550
Profitability/Solvency Ratios (%)
EBITDA margin adjusted 12.3 184 18.0 18.3 18.4
ROE adjusted 36.7 53.0 46.7 447 415
capowered by: ROIC adjusted 29.8 48.1 49.5 52.0 53.5
dataCentral Net debt to equity 7.7 6.8 2.7 2.6 -3.1
Total debt to capital 19.4 11.3 7.1 5.4 43
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EBITDA margins remained flat Y/Y on last
year’s high base of 19%; sequential
improvement of 240bps positively
surprised as mgmt managed staff and
other SG&A costs; Pricing benefits also
would be visible going forward

We estimate that domestic volumes would
have risen 18-20% Y/Y; Standalone entity
revenues grew a robust 28% Y/Y

Reported PAT grew 26% Y/Y to Rs2.2bn
buoyed by strong operating performance
(EBITDA growth of 26% Y/Y to Rs3.5bn)

1QFY11 Results Summary

Figure 1. Asian Paints Consolidated Results (Rupees in Millions, Percent)

10QFY10 10FY11 % yoy
Net Sales 14,602 18,302 25.3
Expenditure -11,844 -14,831 25.2
EBITDA 2,758 3,41 25.8
EBITDA Margin (%) 18.9 19.0 8 bps
Interest -12 -42 -41.1
Depreciation & Amortisation -198 -269 359
Other Income 156 184 17.9
PBT 2,645 3,344 26.4
Tax -844 -1,013 20.0
Tax Rate (%) 31.9 30.3 -162 bps
PAT 1,801 2,331 29.5
Exceptional items & Minority interest -40 -109 173.9
PAT after Exceptionals/MI 1,761 2,222 26.2
No of shares 96 96
EPS 18.8 24.3 29.5
Cost Details 1QFY10 1QFY11 % yoy
Total Raw Material Cost 8,191 10,487 28.0
% of Sales 56.1 57.3 121 bps
Employee/Staff Cost 1,044 1,189 13.9
% of Sales 7.1 6.5 -65 bps
Other Expenditure 2,610 3,155 20.9
% of Sales 17.9 17.2 -63 bps
Source: Company Reports
Figure 2. Asian Paints Parent Results (Rupees in Millions, Percent)
Standalone 1QFY10 1QFY11 % yoy
Net Sales 11,648 14,911 28.0
Expenditure -9,207 -11,905 29.3
EBITDA 2,441 3,007 23.1
EBITDA Margin (%) 21.0 20.2 -80 bps
Interest -29 -20 -30.2
Depreciation & Amortisation -150 -225 50.7
Other Income 162 174 7.3
PBT 2,426 2,935 21.0
Tax -781 -926 18.6
Tax Rate (%) 322 315 -65 bps
PAT 1,645 2,010 22.2
Cost Details
Total Raw Material Cost 6,338 8,428 33.0
% of Sales 54.4 56.5 211 bps
Employee/Staff Cost 691 826 19.6
% of Sales 5.9 55 -39 bps
Other Expenditure 2,178 2,652 21.7
% of Sales 18.7 17.8 -92 bps

Source: Company Reports
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Figure 3. Imputed Subsidiaries Results (Rupees in Millions, Percent)

Imputed subsidiaries 1QFY10 10FY11 % yoy
Net Sales 2,954 3,391 14.8
Expenditure -2,637 -2,926 11.0
EBITDA 317 465 46.7
EBITDA Margin (%) 10.7 13.7 298 bps
Interest -43 -22 -48.4
Depreciation & Amortisation -49 -44 -9.7
Other Income -6 10 -263.9
PBT 219 409 86.5
Tax -63 -87 37.8
Tax Rate (%) (29) (21) 753 bps
PAT 156 322 106.3
Exceptional items & Minority interest -40 -109 nm
PAT after Exceptionals 116 213 82.8
Total Raw Material Cost 1,853 2,060 11.2
% of Sales 63% 61% -2 bps

Source: Company Reports, CIRA

Maintain Buy: Increasing Target Price to
Rs2,772

We reiterate our Buy/Low Risk (1L) recommendation on Asian Paints,
increasing our TP to Rs2,772 (from Rs2092), at 25x Decl1E EPS (23x Marl1lE
earlier). Our target multiple is at c30% premium to ASPN’s average trailing
multiple of the past 3 years. We are comfortable ascribing this premium given
that the revenue growth trajectory should be very strong (~19% CAGR over
FY10-12E), and we expect strong earnings growth, despite a contraction in
gross margins going forward.

Figure 4. Asian Paints: One Year Forward P/E Band Chart
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Source: DataStream, Company Reports and Citi Investment Research and Analysis

At our target price, ASPN’s relative multiple (vs. broad market) is ~1.67x.
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We expect EPS to grow at a healthy 20% CAGR over FY10-12E, driven by
growth in volumes of the domestic decorative paints business. ASPN's recent
price hikes and improving mix in favor of emulsions (~40% of revenues) should
further support revenue growth. Moreover, we expect the rupee to appreciate
against the US$ over FY11/12E, which should beneficially affect ASPN's
margins (~25% of inputs are imported).

Earnings Revision Summary

Figure 5. Asian Paints (Consolidated): Earnings Revision Summary

Year to 31-Mar 2011E 2012E

0ld New % Chg 0ld New % Chg
Sales (Rs Mils.) 78,407 79,588 2% 92,375 94,536 2%
EBITDA (Rs Mils.) 13,832 14,327 4% 16,112 17,256 1%
EBITDA Margin (%) 17.6% 18.0% 17.4% 18.3%
Net Profit (Rs Mils.) 8,726 9,128 5% 10,194 11,136 9%
Diluted EPS (Rs) 91.0 95.2 5% 106.3 116.1 9%
Dividend Per Share (Rs) 36.4 38.1 5% 42.5 46.4 9%

Source: Citi Investment Research and Analysis estimates

Positive earnings revision of ~5-9% over FY10-12E is driven by both a) 2%
increase in revenues assumptions over FY11-12E as we factor in the benefits of
the recent price hikes and b) tweaking our gross margin forecasts.

We think that current margins are near peak levels and forecast gross margins
to dip 140bps over FY10-12E.

We have reduced our tax rate assumptions to 31.3% in line with the FY10
results.

Asian Paints

Company description

Asian Paints is the market leader in India's decorative paints industry,
accounting for around 40-50% of the total revenues of the top six companies in
the organized segment. Asian Paints also caters to the industrial paints
segment, and has a presence in over 20 countries, including South Asian
countries, China, Australia, the Caribbean and the Middle East. Asian Paints
has strong brands, a wide range of offerings across all product categories, and
the most extensive distribution network in the Indian paints industry.

Investment strategy

We rate Asian Paints Buy/Low Risk (1L). Growth momentum in the business
remains strong — we expect overall profits to grow at a solid ~20% CAGR over
FY10-12E driven by a healthy growth in volumes of the domestic decorative
paints business (~77% of ASPN's consolidated revenues). ASPN's improving
mix in favor of emulsions (~40% of revenues) should further support revenue
growth. Moreover, we expect the rupee to appreciate against the US$ over
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FY11/12E, which should beneficially affect ASPN's margins (~25% of inputs
are imported).

Over the long term, we remain positive as rise in urbanization, higher
disposable incomes, and a shift from semi-permanent to permanent housing
structures should continue to drive the paints market at around 1.5x GDP
growth. Asian Paints enjoys competitive advantages that should help it outpace
the market. These include strong brands, a wide range of offerings across all
product categories, and the most extensive distribution network in the paints
industry. The company is leveraging off its local expertise to improve the
performance of the assets acquired abroad. International diversification
continues at a healthy pace, with the share of revenues from the overseas
ventures accounting for 18% of group revenues.

Valuation

We prefer P/E as our primary valuation methodology as the company operates
in a relatively non-cyclical industry. As the market leader, the company also
has reasonable pricing power. Over the last year, the stock re-rated as the
domestic paints demand increased at a healthy pace, after a sharp decline in
FY09. The stock now trades at ~24x one-year forward P/E, higher than the last
5-year mean of ~19x, however, far lower than its peak forward P/E of around
30x. Strong ~20% EPS growth over the next 2 years with relatively stable
operating margins (on a high base of FY10) supports our positive stance.

Our target price of Rs2,772 is based on 25x Dec11E consolidated EPS - a
c30% premium to its average multiple of the past 3 years. We are comfortable
ascribing this premium. ASPN's revenue growth trajectory should be very
strong (~19% CAGR over FY10-12E), and we expect strong earnings growth,
despite a contraction in gross margins going forward. At our target price,
ASPN'’s relative multiple (vs. broad market) is ~1.67x.

Risks

We rate Asian Paints shares as Low Risk based on our quantitative risk-rating
system, which tracks historical share price volatility. The main downside risks
to our target price include: (1) If economic growth decelerates further, it would
affect demand for paints; (2) If Asian Paints is unable to aggressively respond
to competition, it could lose market share to either organised or unorganized
segments; and (3) Input cost pressures, as these are primarily linked to global
petrochemical prices, (4) Asian Paints has operations in more than 20
countries outside India, therefore any adverse currency fluctuations could
impact profitability.
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investors should contact the Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and
services to clients. The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios,
BACEN - Brazilian Central Bank, APIMEC - Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagdo Nacional dos Bancos
de Investimento. Av. Paulista, 1111 - 11° andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup
Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3. The
Product is made available in France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cézanne, 8éme,
Paris, France. The Product may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co.
KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main. If the Product is
made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza,
3 Garden Road, Hong Kong. Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Product is made available in Hong
Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. The Citigroup Private Bank
and Citibank N.A. is regulated by the Hong Kong Monetary Authority. The Product is made available in India by Citigroup Global Markets India Private Limited, which is
regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia through PT Citigroup
Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof may be distributed in
Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws and regulations.
This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and Financial Institutions
Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia
or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market laws and regulations.
The Product is made available in Israel through Citibank NA, regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21
Ha'arba'ah St, Tel Aviv, Israel. The Product is made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services
Authority. Foro Buonaparte 16, Milan, 20121, Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by
Financial Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.
Shin-Marunouchi Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by Nikko Cordial Securities Inc. it is being so distributed
under license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO) website. If you
have questions regarding GEO, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is
regulated by Financial Services Commission and the Financial Supervisory Service. Hungkuk Life Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061.
The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Citibank, 165
Jalan Ampang, Kuala Lumpur, 50450. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo
Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez,
06600 Mexico, D.F. In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company Number 604457), a Participant of the New
Zealand Exchange Limited and regulated by the New Zealand Securities Commission. Level 19, Mobile on the Park, 157 Lambton Quay, Wellington. The Product is made
available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1.
Chundrigar Road, P.0. Box 4889, Karachi-74200. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc.,
which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. ul. Chalubinskiego 8, 00-630 Warszawa. The Product is made available in the
Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued
by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the
Product nor any information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation
or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-
FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup
Global Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02 Millenia
Tower, Singapore 039192. The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in
Singapore that is regulated by Monetary Authority of Singapore. Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration
number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities
Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private
customers in South Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.
29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd.,
which is regulated by Securities & Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. No. 1, Songzhi Road,
Taipei 110, Taiwan. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission
of Thailand. 18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is
regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the "Materials")
are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and
regulated by the Dubai Financial Services Authority ("DFSA" to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail
Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is made available on request. Financial
products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties. The Product is made available in
United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. This material may relate to investments or services
of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in
respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets
Inc, which is regulated by FINRA and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority. Many European regulators require
that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment
research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com. Compensation of equity research analysts is determined by equity research
management and Citigroup's senior management and is not linked to specific transactions or recommendations. The Product may have been distributed simultaneously, in
multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to be construed as providing investment services in any jurisdiction where
the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in
price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could
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equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation
may be subject to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared without taking
account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of
the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant
offer document for the product and consider it before making a decision as to whether to purchase the product.

© 2010 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and
registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and its affiliates and are used and registered throughout
the world. All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information
and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to,
computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose
with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to,
computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services
marks of MSCI and its affiliates. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the
Firm shall have no liability arising out of, or in connection with, any such referenced website.
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