Sasken Communication Technologies Ltd.

Risk of further cut in guidance

B Cut estimates & PO; Retain Underperform

We cut FY09 and FY10 earnings estimates by 6% and 10% to factor sluggish 1Q
revenue growth and muted 2Q revenue guidance in its IT services business. Cut
PO by 7% to Rs140 and retain Underperform on further risk to revised guidance
of 17-20% yoy growth in IT services. High attrition levels at 29% and potentially
weak 2Q results, implying back ended growth, a concern.

FYQ9 IT services guidance cut - could weigh on valuations
Management indicated that revenue growth rates could reduce to 17-20% yoy in
IT services from 25-29% earlier as its guidance in Telecom OEM (37% revs) is
now subject to it winning a few large deals in this space. Further, it expects 2Q
revs to grow by just 2% QoQ, implying a challenging 7% QoQ growth in 2HFY09.
We are cutting our FY09 IT services rev growth rate to 15% yoy from 20% earlier.

1Q results: IT services sluggish, Products surprises

IT services revenues grew by 7.5% QoQ (1.9% in US$) 1% lower than MLe, with
EBITDA margins expanding by 305bps, primarily driven by Rupee depreciation.
Employee numbers declined and management scaled down net hiring numbers
from 700 to 500 for the year, implying a weak environment. Products business
grew 112% yoy, though 60% came from customization revs and could be volatile.

Weak 2Q; Buyback approval could support prices

With a weak 2Q ahead and growth likely to be back ended, the stock could
languish at current levels. We retain our Underperform with a PO of Rs140 at 8x
FYO9E, at 40%-50% discount to other mid-cap peers. Key triggers: Buyback
approval and any large deal wins in Telecom OEM space.

. Estimates (Mar)

(Rs) 2007A 2008A 2009E 2010E 2011
Net Income (Adjusted - mn) 443 394 528 649 NA
EPS 14.93 13.28 17.82 21.88 NA
EPS Change (YoY) 49.2% -11.1% 34.2% 22.8% NA
Dividend / Share 4.00 4.00 3.70 341 NA
Free Cash Flow / Share (74.04) 11.65 14.37 13.81 NA

Valuation (Mar)

2007A  2008A  2009E  2010E 2011

PIE 9.17x 10.31x 7.68x 6.26x NA
Dividend Yield 2.92% 2.92% 2.70% 2.49% NA
EV / EBITDA* 5.29x 5.97x 3.15x 3.01x NA
Free Cash Flow Yield* -53.97% 8.51% 10.49% 10.09% NA

* For full definitions of iQmethod ™ measures, see page 9.
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Sasken Communication Technologies Ltd.

iQprofile™ Sasken Communication Technologies Ltd.

Key Income Statement Data (Mar) 2007A 2008A 2009E 2010E 2011
(Rs Millions)

Sales 4,771 5,702 6,906 8,029 NA
Gross Profit 1,764 1,834 2,394 2,655 NA
Sell General & Admin Expense (826) (918) 971) (1,237) NA
Operating Profit 491 374 793 857 NA
Net Interest & Other Income 53 194 (50) 55 NA
Associates NA NA NA NA NA
Pretax Income 543 568 742 912 NA
Tax (expense) / Benefit (101) (174) (214) (263) NA
Net Income (Adjusted) 443 394 528 649 NA
Average Fully Diluted Shares Outstanding 30 30 30 30 NA
Key Cash Flow Statement Data

Net Income (Reported) 443 394 528 649 NA
Depreciation & Amortization 257 290 463 456 NA
Change in Working Capital (325) (308) (174) (301) NA
Deferred Taxation Charge NA NA NA NA NA
Other Adjustments, Net (86) 220 3 0 NA
Cash Flow from Operations 288 595 820 804 NA
Capital Expenditure (2,399) (263) (409) (410) NA
(Acquisition) / Disposal of Investments 1,560 129 0 0 NA
Other Cash Inflow / (Outflow) 4 27 0 0 NA
Cash Flow from Investing (834) (207) (409) (410) NA
Shares Issue / (Repurchase) 100 11 0 0 NA
Cost of Dividends Paid (96) (133) (124) (114) NA
Cash Flow from Financing 752 (162) (124) (114) NA
Free Cash Flow (2,110) 333 410 394 NA
Net Debt 568 307 49 (231) NA
Change in Net Debt 572 (366) (287) (281) NA
Key Balance Sheet Data

Property, Plant & Equipment 1,136 1,060 1,185 1,210 NA
Other Non-Current Assets 2,566 2,504 2,349 2,279 NA
Trade Receivables 1,108 1,333 1,505 1,838 NA
Cash & Equivalents 349 569 827 1,108 NA
Other Current Assets 755 899 971 1,041 NA
Total Assets 5,915 6,364 6,837 7,476 NA
Long-Term Debt 917 876 876 876 NA
Other Non-Current Liabilities NA NA NA NA NA
Short-Term Debt NA NA NA NA NA
Other Current Liabilities 778 899 968 1,069 NA
Total Liabilities 1,695 1,776 1,844 1,946 NA
Total Equity 4,218 4,588 4,993 5,528 NA
Total Equity & Liabilities 5,912 6,364 6,837 7,473 NA
iQmethod*" - Bus Performance*

Return On Capital Employed 10.2% 5.6% 10.8% 11.1% NA
Return On Equity 11.0% 8.9% 11.0% 12.3% NA
Operating Margin 10.3% 6.6% 11.5% 10.7% NA
EBITDA Margin 15.7% 11.6% 18.2% 16.4% NA
iQmethod* - Quality of Earnings*

Cash Realization Ratio 0.7x 1.5x 1.6x 1.2x NA
Asset Replacement Ratio 10.2x 1.0x 1.3x 1.1x NA
Tax Rate (Reported) 18.5% 30.7% 28.8% 28.8% NA
Net Debt-to-Equity Ratio 13.5% 6.7% 1.0% -4.2% NA
Interest Cover 11.0x 9.3x 18.0x 19.5x NA
Key Metrics

* For full definitions of iQmethod ™ measures, see page 9.

Company Description

Incorporated in 1989, Sasken is a communication
software company with a strong focus on the
broadband and wireless software space. Its
expertise lies in developing embedded
communication software for companies across the
communication value chain ie, network equipment
manufacturers, semiconductor vendors and mobile
terminal vendors. It follows a hybrid model, offering
both products and services to telecom clients.

Investment Thesis

Our negative bias stems from concerns in its
product business. We expect product business to
drag overall profitability even in FY09 as two of its
key deals (Lenovo and Motorola) are at risk. Also
macro environment amongst telecom equipment
vendors remain challenging and could impact
Sasken's IT services growth.

Stock Data

Price to Book Value 0.8x
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Sasken Communication Technologies Ltd.

Risk of further guidance cut

Maintain Underperform

Post 1Q results we cut FY09 and FY10 estimates by 6% and 10% to factor lower
volume growth in IT services business, and cut PO by 7% to Rs140. Retain
Underperform given likely weak 2Q quarter and risk to full year management
guidance of 17%-20% yoy in IT services business.

Management highlighted that growth rates could taper off to 17-20% yoy in the IT
services business from 25%-29% earlier as its guidance in Telecom OEM is now
subject to Sasken winning a few large deals in this space.

Growth now back ended with risk of further
slippage

Also it expects 2Q revenues in IT services to grow by just 2% QoQ (due to annual
leave in its Finland subsidiary), implying a challenging 7% QoQ growth in the last
2 quarters, even in the reduced expectation of 17-20% yoy growth.

Moreover, we see risk to management guidance of 17-20% US$ growth and have
factored a 15% US$ growth in our numbers as against 20% earlier.

Also, with just 2% goq growth guided in IT services and higher than industry wage
hike of 15% to offshore employee and 3-4 % for onsite, margins could decline by
at least 300bps in the IT business. Expect company to report weak 2Q results.

We would watch for volume traction in IT business and visibility on product
business before changing our view. Key potential triggers include implementation
of buyback (approval from SEBI pending) at maximum premium of 90% to current
market prices.

Tweaking estimates marginally

While we have increased our EBITDA margin assumptions from 16% to 18.2% to
factor higher benefit of Rupee depreciation and strong 1Q product performance,
we have cut full year earnings estimates for FY09 and FY10 by 6% and 10% to
factor lower volume growth, forex loss and higher tax rates (29% vs 22% earlier)
for the next two years.

Table 1: Revised Estimates

Earlier  Revised Change % Earlier  Revised Change %
Total Revenues 6844 6906 1 7998 8029 0
IT services 6286 6290 0 7284 7388 1
Products 531.6 612 15 615 614 0
EBITDA 1095 1256 15 1271 1313 3
PAT 564 528 -6 719 649 -10
EBITDA % 16.0% 18.2% 15.9% 16.4%
EPS 19.04 17.7 -6 24 22 -10

Source: Merrill Lynch
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Chart 1: Product revenue trends
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Sasken Communication Technologies Ltd.

IT business... subdued US$ growth

Sasken’s IT revenues grew by 7% QoQ, 1% lower than MLe to Rs1498mn.
Revenues grew by 1.9% in $ terms, marginally lower than our assumption of 2-
3% QoQ growth.

However, EBITDA margins improved by 305bps, primarily driven by depreciation
of the Rupee. Sasken remains more sensitive to the Rupee as compared to
peers, given high offshoring (61% of revs vs 50% for peers). Rupee during the
quarter depreciated by 7.5% against the USD and Euro.

Visibility an issue - employee nos, utilization fall; attrition
up

Employee numbers declined by 3% during the quarter and blended utilization
rates declined by 70bps to 76%. Besides, the macro environment in two of the
key segments, Semiconductors and Telecom OEMs, remains weak, implying
lower visibility ahead. Attrition further increased by 800bps to 29% during the
quarter, the weakest so far for Sasken.

With 1.7% QoQ USD growth and weak 2Q guidance, even revised
management guidance of 17%-20% yoy growth in revenues implies over 7%
QoQ growth during 3% and 4™ quarters. We see risk to management
guidance and have factored 15% yoy growth in revenues in US$ terms.

Table 2: Risk to Guidance

FYo08 FY09
Segments Rev % Co Guidance ML View
Macro environment deteriorating. Consolidation could
Handset 37% 30-40% Growth also impact. Assumed 30% yoy growth
Semicon 25% 20-25% Growth Weak macro environment. Assumed 15% yoy growth

8-12% Growth. Subject to
few wins else could also  Activity levels increased. Volume recovery may still lag.

Telecom OEM 37% decline Assumed 5% yoy growth
25-29% subject to deal
wins in OEM.
Else 17-20% growth* *Implies 7% QoQ in 3 and 4t Quarter which is
Total 100% challenging

Source: Merrill Lynch

Products revs surprises; Cost structure in

control

Products business grew by 112% yoy and 3% QoQ during the quarter, 100%
ahead of MLe. Though nearly 60% of revenues came in from customization,
which could be volatile during the year.

EBITDA margin increased by 100bps to 39%, and was the second consecutive
quarter of positive EBITDA in the last 15 quarters.

Management reiterated its guidance of EBITDA breakeven based on customization
and licensing revenues. Cost structure in the product segment is in control with the
number of employees now reduced to 180 as compared to 245 last year.

While performance has improved we remain cautious given macro
environment risk and uncertainty amongst leading Tier 1 vendors such as
Motorola.
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Table 3: Quarterly Analysis

Sasken Communication Technologies Ltd.

Quarterly analysis

Rsm
Services
Products

Total Sales

Cost of Revenues
R&D

SG&A

Total Expenditure
EBITDA
Depreciation & Amortisation
EBIT

EBIT Margin %
Other Income
Interest

PBT

Tax

PAT

Profit before minority int./equity in earnings of affiliates

Reported profit
Recurring Profit

EBITDA margin
EBIT margin
PAT margin

Source: Company, Merrill Lynch

1QFY09
1,498
183

1681
1,060
14
241
1,315
366
104
263
15.6%
-58
11
194
56
137
137
137
137

21.8%
15.6%
8.2%

4Q FY08
1,394
178

1573
1,019
27
227
1,274
299
106
193
12.3%
8

10
191
55
136
136
136
136

19.0%
12.3%
8.7%

QoQ
%
3%

%
4%
-48%
6%
3%
23%
-2%
36%
335 bps
-831%
11%
1%
3%
1%
1%
1%
1%

bps
278 bps
335 bps
-51 bps

1QFY08
1197
87

1284
847
90
247
1,185
99
104
-5
-0.4%
106
10

90

26

64

64

64

64

7.7%
-0.4%
5.0%

YoY
25%
112%

31%
25%
-84%
-2%
11%
270%
-1%
-4946%
1604 bps
-155%
10%
114%
113%
115%
115%
115%
115%

bps
1407 bps
1604 bps
318 bps

MLe
1515
88

1605
1064
49
228
1341
264
107
157
10%
-31
11
115
29
87
87
87
87

16%
10%
5%

Var%
-1%
109%

5%
0%
-71%
6%
2%
39%
-3%
67%
580 bps
86%
1%
68%
95%
58%
58%
58%
58%

bps
531 bps
580 bps
276 bps
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Financials

Table 4: Profit and Loss (Consolidated)

Rs.mn FYo7 FY0O8 FYO9E  FYI10E
Revenues 4771 5,702 6,906 8,029
Cost of Revenues 3,007 3,868 4,512 5,373
SG&A 826 918 971 1,137
Total Expenditure 3,833 4,786 5,483 6,511
EBITDA 748 664 1,256 1,313
less Depreciation 235 274 321 384
EBIT 491 374 793 857
Less Interest 45 40 44 44
PBT 543 568 742 912
Income Tax 101 174 214 263
Exceptional Items 0 0 0 0
Profit after tax 443 394 528 649
Profit after tax (adj) 443 394 528 649

Source: Company, Merrill Lynch

Table 5: Balance Sheet

Rs.mn FYo7 FYO8  FYO9E  FYI10E
Source of Funds

Share Capital 285 286 286 286
Share Application Money 0 0 0 0
Reserves and Surplus 3,915 4,250 4,655 5,190
Total Shareholders fund 4,220 4,588 4,993 5,528
Loan Funds

Secured Loans 909 876 876 876
Unsecured Loans 7 0 0 0
Total Borrowings 917 876 876 876
Total Sources 5,137 5,465 5,869 6,404

Applications of Funds
Fixed Assets

Good Will 1,859 2,012 2,012 2,012
Gross Block 2,317 2,579 2,988 3,398
Net Block 1,086 1,053 1,178 1,203
Capital Work in Progress including capital advances 50 7 7 7
Total 2,996 3,072 3,197 3,222
Capitalised software product costs (net of amortization) 333 212 70 0
Investments 368 266 266 266

Current Assets, Loans and Advances

Inventories 8 31 33 33
Sundry Debtors 1,108 1,333 1,505 1,838
Cash and Bank Balances 349 569 827 1,108
Loans and Advances 47 867 937 1,007
Gross Current Assets 2,212 2,801 3,304 3,987

Less: Current Liabilities and Provisions

Current Liabilities 502 483 551 653
Provisions 276 417 417 417
Total 778 899 968 1,069
Net Current Assets 1,434 1,901 2,336 2,918
Total Applications 5,137 5,465 5,869 6,404

Source: Company, Merrill Lynch
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Sasken Communication Technologies Ltd.

Table 6: Cash Flow Statement

A. Cash flow from operating activities: FY07 FYO8 FYO9E FY10E
Net Profit before tax 543 568 742 912
Depreciation 240 400 321 384
Operating profit before working capital changes 734 1,093 1,208 1,368
(Increase)/decrease in Sundry Debtors -256 -202 -173 -333
(Increase)/decrease in Work in Progress 26 -23 0 0
(Increase)/decrease in Loans & Advances 217 -159 -70 -70
Increase/(decrease) in Current Liabilities and Provisions 122 77 68 102
Cash generated from operations 409 785 1,034 1,067
Direct taxes (paid) / refund received -120 -190 214 -263
Net cash from operating activities 288 595 820 804
B. Cash flow from investing activities:

Purchase of fixed assets 272 -263 -409 -410
Acquisitions -1,978 0 0 0
Capitalisation of Software product development expenses -148 0 0 0
Treasury investments 0 0 0 0
Net cash used in investing activities -837 -109 -409 -410
C. Cash flow from financing activities:

Proceeds from issue of shares (includes share application money) 100 11 0 0
Dividend paid (inclusive of dividend tax) -96 -133 -124 -114
Borrowing 0 -40 0 0
Net cash used in financing activities 740 271 -124 -114
Net increase / (decrease) in Cash and Bank balances (A+B+C) 191 215 287 281
Cash and Bank balances at the beginning of the year 151 346 565 827
Cash and Bank balances at the end of the year 346 565 827 1,108
Free Cash Flow -2,110 333 410 394
Source: Company, Merrill Lynch

Table 7: Ratios

Growth (%) FY07  FY08 FYQ9E FYI10E
Revenue from Operations 55 20 21 16
EBITDA 50 11 89 5
EBIT 62 24 112 8
PAT 49 11 34 23
Margins (%)

EBITDA 16 12 18 16
EBIT 10 7 11 11
PAT 9.1 6.8 7.6 8.0
Return Ratios (%)

ROE 12 9.6 11.9 13.2
ROA 10 74 9.3 10.6
Others

EPS (Rs)- diluted 14.9 13.3 17.8 21.9
DPS (Rs) 4 4 4 3
Dividend Payout Ratio 30 34 20 15
BV (Rs) 137 149 163 182
EV(US$mn) 103 97 91 85
Valuation ratios (X)

PER 9 10 8 6
EV/EBITDA 6 7 3 3
EV/Sales 1 1 1 0
FCF/share 71 11 14 13

Source: Company, Merrill Lynch
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Price objective basis & risk

Sasken Communic (SKNCF)

Our PO for Sasken is Rs140 at an FYO9PE of 8x, at a discount of 40-50pct to our
target PE for our mid cap coverage. We believe the discount is fair given
significant uncertainty in its product revenue stream. Downside risks are
accelerated amortization schedule of E series product investments, continued
sluggishness in services revenues from telecom OEMs and risk to achievement
of FY09 management guidance. Upside risks are buy-back at premium to current
prices as announced, and better-than-expected product shipments. Industry risks
are sharper-than-expected INR appreciation.

Analyst Certification

I, Pratish Krishnan, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers.

| 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.
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India - Software & IT Services Coverage Cluster

Sasken Communication Technologies Ltd.

Investment rating
BUY
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UNDERPERFORM
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Business Performance

Return On Capital Employed

Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate

Net Debt-To-Equity Ratio
Interest Cover
Valuation Toolkit
Price / Earnings Ratio
Price / Book Value
Dividend Yield

Free Cash Flow Yield
Enterprise Value / Sales

EV/EBITDA

iQmethod Mis the set of 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

Numerator

NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill

Amortization
Net Income
Operating Profit

Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations — Total Capex

Cash Flow From Operations

Capex
Tax Charge

Net Debt = Total Debt, Less Cash & Equivalents

EBIT

Current Share Price
Current Share Price

Annualised Declared Cash Dividend
Cash Flow From Operations — Total Capex

Denominator

Total Assets — Current Liabilities + ST Debt + Accumulated Goodwill

Amortization
Shareholders’ Equity
Sales

N/A

N/A

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Diluted Earnings Per Share (Basis As Specified)
Shareholders’ Equity / Current Basic Shares

Current Share Price

Market Cap. = Current Share Price * Current Basic Shares

EV = Current Share Price * Current Shares + Minority Equity + Net Debt + Sales

Other LT Liabilities
Enterprise Value

Basic EBIT + Depreciation + Amortization

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 Merrill Lynch.

iQprofile, iQmethod ™ 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
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B:Buy, N:Neutral, S: Sell, U:Underperform, PO : Price objective, NA : No longer valid
Prior to June 30, 2008, the investment opinion system included Buy, Neutral and Sell. As of June 30, 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 June 30, 2008 or such later date as indicated.

Investment Rating Distribution: Technology Group (as of 01 Jul 2008)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 120 46.15% Buy 24 22.64%
Neutral 57 21.92% Neutral 14 26.42%
Sell 83 31.92% Sell 12 15.58%
Investment Rating Distribution: Global Group (as of 01 Jul 2008)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1664 47.42% Buy 441 29.46%
Neutral 803 22.88% Neutral 224 31.46%
Sell 1042 29.70% Sell 217 22.84%

* 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 2> 10% < 70%
Neutral 2> 0% < 30%
Underperform N/A > 20%

* Ratings dispersions may vary from time to time where Merrill Lynch 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 Merrill Lynch 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: Sasken Communic.

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

MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 10th day
of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 10th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Sasken Communic.

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: Sasken Communic.

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; Merrill Lynch (Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International Bank Ltd, Dubai Branch; MLPF&S (Ziirich rep.
office): MLPF&S Incorporated Ziirich representative office.

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; 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) 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 2008 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.

iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered
service marks of Merrill Lynch & Co., Inc.
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