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Company
United Phosphorus Country calls

MTNL United Phosphorus - Buy — Larger and Stronger

UPL's proposed acquisition of Cerexagri takes it into a new orbit — making it the
31 Jargest generic company in global crop protection. Besides scale, we believe
the deal provides scope for synergies on the product, distribution and
manufacturing fronts. We raise our earnings estimates for FYO8-09 by 16-20%
and maintain buy with a 12% higher price target of Rs383. Prashant Nair +91 22
6631 9855

MTNL - Sell: Tax Refund On Its Way?

The Income Tax Department’s appeal to the Committee of Disputes (CoD) to drag
the tax refund case to the High Court has been denied. This raises hope of
ultimate recovery of Rs17-18bn of refunds (Rs14b principal and Rs3bn-4bn
interest) i.e.Rs28/share. Eventual refund is likely higher than Rs15bn due to
interest. However IT has also raised a penalty of Rs8.5bn in a 80IA case and as
such the timing of the cash inflows is uncertain. With pressure on core business
evident in IHFYO7, cash + potential refunds (Rs60/share) only act as support at
best. Rahul Singh +91 22 6631 9863

Key Market Data Major Gainers & Losers*

Markets & Currency Gainers % | Losers %
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Sde 3482 36066 80,0582 BANK OF 45| JSWSL 2.2
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D Source: BSE. *BSE-Group 'A

Purchase 105.0 1,1749 25,336.9

Sade 113.7 10606 22,1179

Net 8.7) 114.3 3,219.0

Total - Net 3286 11815 11,0555

Source: Bloomberg
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Industry

m Hotels — Tourism Ministry to lease 100 plots of govt land to develop budget
hotels (ET)

Company News

m Indian hotels — plans a 5-star property in Gurgaon (ET)

m Tata Motors — is reportedly planning for a new /ndica variant to compete with
the Hyundai Getz and Maruti Swift (ET)

m Ranbaxy — The US court of appeals has upheld the 180 day exclusivity
granted to Ranbaxy and Teva for Simvastatin (BL)

m Reliance Communication — Plans to double the numbers of the internet
users via mobile phones (ET)

m Satyam Computers — opens a 3¢ development centre in China with capacity
to scale up to 1000 employees (BL)
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Fresh Money Ideas

Fresh Money Ideas is an actively managed list of high-conviction Buy and Sell calls by our Asia equity research analysts. The list is highly focused, with
a maximum of 10 stocks, and changes are considerably more frequent than for a model portfolio.

Bloomberg Price Target ETR Prospective

Code Rating 15-Nov Price (%) P/E P/BV EPS Growth (%)

BUYS
Castrol India CSTRLIN M Rs229.65 Rs310.00  40.2 14.1 6.5 26.1
Expect margins to improve Pradeep Mirchandani, CFA / +91-22-6631-9877
Sina corp SINAUS M US$29.35 US$34.00 158 21.2 3.8 21.8
Strong advertising and less weak MVAS obviate need for restructuring Jason Brueschke / +852-2501-2482
Telkom Indonesia TLKM 1) 1L Rp9,550.00  Rp10,500.00  13.7 15.4 54 7.3
Main attraction is its investment in dominant operator Telkomsel Karen Ang / +66-2-232-3613
Far Eastern Text 1402 1T 1L NT$26.60 NT$30.00 169 10.9 1.3 13.8

Should be a major beneficiary of asset reflation

Andre Chang / +886-2-8725-1723

SELLS

Venture Corp VMS SP 3L $$13.60 $$13.20 1.0 13.5 2 19
Share run-up more than factors in growth potential Horng Han Low / +65-6432-1161

AirAsia AIRA MK 3H RM1.48 RM1.33  -10.1 20.7 2.5 34.2
Low earnings visibility and potential share overhang Corrine Png / +65-6432-1159

Shun Tak 242 HK 3M HK$12.06 HK$8.60  -27.7 48.8 33 -4.6
Being valued as a gaming company rather than as a property play Anil Daswani / +852-2501-2774

Johnson Electric 179 HK 3L HK$6.31 HK$4.00  -34.5 21 3 183

Weak pricing power and trades at a large premium to global peers

Additions: None

Deletions: None

1 =Buy; 2 = Hold; 3 = Sell; L = Low Risk, M = Medium Risk, S = Speculative Risk
ETR = Estimated Total Return (Expected share price return + expected dividend yield)

dataCentral is Citigroup Investment Research's proprietary database that includes Citigroup Investment Research estimates,

data from company reports, and feeds from Reuters and Datastream.

Clement Wong / +852-2501-2726

@

dataCentral
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Market Snapshot

Performance (%) 1-Day  1-Week 1-Mth 3-Mth 6-Mth  12-Mth YTD Mkt Volume (Rs Mils.)

Absolute BSE 51,150

BSE Sensex 0.3 3.0 5.8 19.1 10.2 58.6 43.3 NSE 87.890

CIR India Index 03 2.1 0.3 7.9 3.8) 315 192 100 Volume* (Rs Mils.)
Aluminum 0.1 (3.9 1.5 7.6 (22.9) 25.8 10.7

Auto 0.1 16 (6.5) 60  (12.7) 423 23.0 HIND.ZINC 1877.1
Banks 2.4 5.4 9.6 315 201 40.7 33.4 PUNJ LLOYD 1813.5
Capital Goods (0.1) 2.2 4.9 15.7 4.7 87.4 66.4 BOMBAY DYEI 1525.9
Cement 1.0 1.7 1.3 15.3 120 1120 922 RELIANGE CAPITAL 971.9
Consumer 12 ) 14 45 (103 280 132 ﬁlENLD‘fJ%'rAhTEEVER %??
Hotels 0.1 25 7.4 21.7 8.8 88.0 46.6 MAHANAG TELE 401.9
IT Services 0.1 3.7 39 15.8 19.1 455 28.7 HINDALCO IN 2705
Media 2.2 23 10.7 207 274 1132 1093 STERL BIOTEC 201.7
0il & Gas 0.0 2.1 7.0 106 8.0) 19.4 49 WELSP GUJSR 1907
Petrochemical (1-3) 09 56 219 158 567 411 705 Gainers* Close (Rs) Chg (-%)

Pharmaceutical (0.3) 1.2 04 0.5 (12.1) 23.8 14.8

Power (0.5) 2.2 78 10.5 (5.8) 12.8 7.8 BOMBAY DYEI 756 8.8
Steel 0.2) @2.1) (1.6) 22 (132 50.6 45,0 HIND.ZINC 927 76
Telecom Equipment (1.7) 25 183 575 21 490 343 th/Z'}‘-I}E\SX(;NTI%IfE ]ﬁg ég
Telecom 1.8 5.4 16.5 329 24.7 55.0 53.4 PUNJAB NATBK 546 5'9
Relative to BSE-30 Sensex KOTAK BANK 402 52
CIR India Index (0.1) (0.9 (5.5) (11.2) (14.0) (27.1) (24.1) TATA ELXSI 255 5.0
Aluminum (0.2) (6.5) @2 (115 (332 (327)  (32.6) SBI 1,178 46
Auto 0.2 (1.9 (12.3) (13.1) (22.9) (16.3) (20.4) INDIAN OVERS 116 46
Banks 2.1 23 38 125 98  (17.9) 9.9) BOB 271 45
Capital Goods (0.4) 0.8) 0.9) (3.4) (5.5) 28.8 23.1 Top Losers* Close (Rs) Chg (-%)
Cement 0.7 1.3) (4.4) 3.7) 17 53.4 48.8

Consumer (1.5) 4.1) 4.3 (14.5) (20.6) (30.6) (30.1) E;':L-QJEI%LBEAL 1221 gg
Hotels (0.3) (0.6) 17 26 (1.4 29.4 33 GTL LIMITED 135 3.3
IT Services 0.2 0.6 (1.9 3.3) 89 (13.1) (14.6) RCF 38 33
Media (2.6) 0.7 4.9 1.6 17.1 54.7 66.0  THERMAX LMTD 335 3.0
0il & Gas 0.3) (0.9) 1.2 85 (182 (392  (38.4) INGERSOL RND 344 27
Petrochemical (1.6) (2.2) (0.3) 2.8 55 (1.8) (2.3 ASAHI INDIA 112 2.6
Pharmaceutical 07 (1.9 (53 (185  (224) (348 (285  POLARISLAB 128 2.6
Power 0.8) 0.8) 2.1 86 (1600 (458  (35.5) ZEETELEFLT 329 22
Steel 05 (1) (73 (169 (234 (7.9 17  JSWsL 328 22
Telecom Equipment 2.1) 0.5 12.6 38.4 8.1) (9.6) 9.0 *BSE-Group A

Telecom 15 2.3 10.8 13.8 145 (3.5) 10.1 Source: The Economic Times, www.bseindia.com.

Source: Citigroup Investment Research estimates
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United Phosphorus (UNPO.BO)
Buy — Into a New Orbit

Into a new orbit — UPL's acquisition of the Cerexagri group is a landmark deal
in our view and makes it the 3™ largest generic crop protection company in the
world. The deal would lead to a big scale up in UPL's revenues (c.46% to
US$730m), widen its product portfolio (adds fungicides) and add to its
distribution network in USA and Europe. Maintain Buy.

About Cerexagri — A unit of Arkema, it is a 70 year old business with revenues
of ¢.US$200m. It specializes in fungicides (c.75% of sales) and is the market
leader in post-harvest treatment products for fruits and vegetables. It also has a
strong distribution presence in Europe and US (cumulatively ¢.80% of sales). It
has 9 manufacturing sites (8 in EU; 1 in China) and employs around 630 people

Reasonable valuations — The deal is likely to be closed for c.EUR111m (in
1Q07) - a trailing EV/Sales multiple of 0.55x. While we do not have information
on profitability, Arkema has stated in its release that EBIDTA multiple is higher
than its own EV/EBIDTA (c.6.5x trailing). We await further details from UPL

Multiple benefits — We believe UPL would benefit from: a) diversification into
fungicides (24% of global market; UPL had minimal exposure); b) lower
exposure to the volatile Indian market; c) higher scale and more products to
improve visibility among key distributors; d) potential manufacturing synergies

Effective integration is key — This is the largest deal done by UPL so far, and
the key risk relates to its ability to effectively integrate the operations going
forward. We shall put out a more detailed note after more details are available

Asia Pacific | India

Fertilizers & Agricultural Chemicals | Chemicals

Buy/Low Risk

Price (14 Nov 06)

Target price

Expected share price return
Expected dividend yield
Expected total return

Market Cap

1L
Rs304.55
Rs343.00
12.6%
0.3%
13.0%
Rs57,011M
US$1,265M

Statistical Abstract

Year to Net Profit  Diluted EPS EPS growth P/E P/B ROE Yield
31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)
2005A 1,560 9.42 37.0 32.3 6.5 25.2 0.3
2006A 2,169 11.37 20.7 26.8 4.6 21.1 0.3
2007E 3,258 16.17 422 18.8 3.9 22.9 0.4
2008E 4,183 20.76 28.4 14.7 3.1 23.7 0.5
2009E 4,957 24.59 185 124 2.5 22.6 0.5

Source: Powered by dataCentral

Prashant Nair, CFAL
+91-22-6631-9855
prashant.nair@citigroup.com

Chirag Dagli!
chirag.dagli@citigroup.com
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MTNL (MTNL.BO)
Sell: Tax Refund On Its Way?

m IT Department's appeal has been denied — The Income Tax Department’s

appeal to the Committee of Disputes (CoD) to drag the tax refund case to the izlllel'?ﬁ?\:z:%) Rsl43.g|(;
High Court has been denied. This raises hope of ultimate recovery of Rsl7- Target price Rs97.00
18bn of refunqs .(R514.b principal and Rs3—4.bln interest) il.e.Rs28/share. Expected share price retum 30.4%
Eventual refund is likely higher than Rs15bn (provisional) due to interest. Expected dividend yield 31%
m This issue is not new, however — MTNL had won the IT Tribunal award for Expected total retur -29.3%
allowing license fee as tax deductible item, two years back. However, it has yet Market Cap Rs90,405M
to receive any refund in cash — the only compensation of Rs2.5b was through a US$2,006M
setoff against an outstanding tax demand. The refunds pertain to nine
assessment years (FY1996-2004) for which MTNL has already paid advance tax.
m Some hurdles still remain — MTNL has paid advance tax in excess of tax
provision of ~Rs26bn (Rs40/share), which includes license fee case as well as
the pending 80IA issue. However, IT has also raised a penalty of Rs8.5bn in the
80IA case, which could be used to set off the refunds in the license fee case.
The timing of hard cash inflows therefore remains uncertain.
m Cash refunds only a temporary respite — With pressure on core business
evident in 1HFYOQ7, cash + potential refunds (Rs60/share) only act as support at
best. MTNL's adjusted EV/EBITDA at 5.0x FYO8E is well priced given the
business outlook. Favorable ruling in the pending IT case poses upside risk.
Meanwhile, monetisation of real estate is fraught with execution risks.
Statistical Abstract Rahul Singh?
Year to Net Profit  Diluted EPS EPS growth PEE P/B ROE Yield +91-22-6631-9863
31 Mar (RsM) (Rs) (%) x x) (%) (%) rahul.r.singh@citigroup.com
2004A 11,501 18.26 31.0 79 0.9 116 31 Anand Ramachandran, CFA?
20058 9,390 14.90 -184 96 08 838 31 Tr20l-248
anand.ramachandran@citigroup.com
2006E 6,775 10.75 -21.8 133 0.8 6.1 3.1
Supriya Gupte!™
2007E 5,023 1.97 -25.9 18.0 0.8 4.4 3.1 supriya.gupte@citigroup.com
2008E 4,042 6.42 -19.5 22.4 0.8 35 2.8

Source: Powered by dataCentral
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Analyst Certification Appendix A-1

For each company mentioned in this compilation report, the respective analyst (or analysts) who cover the company (companies) certifies that all of the views expressed in
this research report accurately reflect the analyst's (or analysts') personal views about any and all of the subject issuer(s) or securities. The analyst (or analysts) also
certify that no part of the analyst's compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

IMPORTANT DISCLOSURES

Customers of the Firm in the United States can receive independent, third-party research on the company or companies covered in this report, at no cost to them, where
such research is available. Customers can access this independent research at http://www.smithbarey.com (for retail clients) or http://www.citigroupgeo.com (for
institutional clients) or can call (866) 836-9542 to request a copy of this research.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the
Private Client Division, Institutional Sales and Trading, and Investment Banking.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product (“the
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research. Valuation and Risk assessments can be found in the text of the most
recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citigroup Investment Research Ratings Distribution

Data current as of 30 September 2006 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (2914) 46% 40% 14%
% of companies in each rating category that are investment banking clients A44% 43% 32%

Guide to Fundamental Research Investment Ratings:

Citigroup Investment Research's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).

Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months)
and risk rating.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are: Buy (1) (expected total return of 10% or more for Low-Risk
stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks,
0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return).

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks,
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected
performance and risk.

OTHER DISCLOSURES

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to,
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citigroup Investment Research does not set
a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citigroup Investment Research to provide research
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities
mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment
in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions,
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deemed accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be
prohibited in certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional
details. Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the
Product may be placed only through Citigroup Global Markets Inc.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by. The Product is made
available in Australia to wholesale clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through
Citigroup Wealth Advisors Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments
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