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QUARTERLY EARNINGS SEASON

India Strategy
Earnings Final Cut: Bad Earnings, Subtle Surprises

What surprised during the earnings season?

Revenue growth accelerated QoQ across the board.

Earnings surprise ratio improved for the second
quarter in a row with 50% of the MS coverage
companies reporting ahead of expectations. 42% of
them beat expectations by 5% or more — a 4ppt
improvement vs. the previous quarter.

Bulk of the magnitude of the negative surprise in
earnings was accounted for by materials companies.

Ex-materials, earnings were in line with expectations.

The pace of downward earnings revisions breadth
has slowed down and, for the first time ever, led the
index performance on the upside.

The second order derivative of EBITDA margin
change was positive with a seasonal QoQ
improvement. Gross margins also went higher.

Ex-forex adjustments, profits for MS coverage
companies (ex-oil PSUs) would have been 5ppt
higher than reported.

Of the 31 companies to have given guidance for the
current quarter, 14 were positive while 7 were
negative.

Quarterly Earnings for QE Dec-11 Snapshot

YoY Earnings growth Q4F11 Q1F12 Q2F12 | Q3F12E* | Q3F12A
MS coverage 10% 11% -6% 5% 18%
MS coverage ex-oil psu 17% 13% 6% 8% 4%
Broad Market 18% 9% -23% 1%
Broad Market ex-oil psu 21% 10% -3% -5%
BSE Sensex 4% 9% 15% 3% 1%

Source: Company data, Capitaline, Morgan Stanley Research

E = Morgan Stanley analyst estimates for 118 companies so far reported

A = Actual earnings for the quarter for 118 companies so far reported
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Morgan Stanley

Key Takeaways from the December-11 quarter

Narrow market earnings (ex-oil psu) leads broad market
earnings (ex-oil psu) for the 2"d quarter running

Seven out of 10 sectors reported compression in margins.
Consumer Staples, Healthcare and Technology beat this

The set of 1113 companies, for which we track long-term
quarterly earnings data, reported an acceleration in revenue
growth at 27% YoY. However, breadth of revenue performance
saw a mild weakening.

EBITDA margins rose to a 3-quarter high. The second order
derivative of EBITDA change was positive and seasonally
adjusted margins rose more than 100 bps QoQ.

Net profit (ex-oil PSU) fell for the second quarter running, down
5% YoY.

Profits fell across market segments. Smaller companies reported
weaker earnings than the larger companies.

For the 3000+ companies (which we track during the earnings
seasons), revenues grew 21% YoY and profits fell 5% YoY.

For the MS coverage universe, top-line growth accelerated
even as bottom line growth decelerated. Revenue growth rose
21% YoY while earnings growth fell to a 9-quarter low, down
2.5% YoY. Margins contracted for the 5t consecutive quarter.

Capital costs fell during the quarter. Interest cost to sales were off
highs and depreciation costs fell to a 3-year low.

overall declining margin trend.

Profits grew the most for Healthcare followed by Technology
even as Telecoms continued to see another quarter of falling
earnings.

Industrials, Materials and Telecoms were the three sectors
that reported falls in earnings.

Earnings relative to expectations

Earnings (ex-oil psu) growth for the MS coverage universe
lagged analysts’ expectations by 3ppt with Materials and
Telecoms accounting for most of the aggregate miss.

The earnings surprise breadth improved for the second
successive quarter as the Technology sector saw the most
beats while Consumer Discretionary saw the most misses.

Sensex companies earnings continued to exhibit volatility
driven by one or more companies. Profit growth was 1% YoY
but excluding Tata Steel and ONGC, earnings were up 13%
YoY.

The top 5 misses in the Sensex came from Tata Steel, DLF,
Sterlite, Bharti and Cipla while the top 5 beats were JPA, Tata
Motors, Sunpharma, ICICI Bank and Bajaj Auto.
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Charts That Surprised During the Earnings Season

Revenue Growth Trends Earnings Breadth Surprise
Accelerate across market segments — ahead of expectations! Improving earnings surprise
60% 1 Broad Market Revenue Growth (1113 Companies) 75% 1 surprise Breadth: % of Com panies Beating MS Expectations
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Earnings Revision Breadth Broad Market Margins
Pace of negative earnings revision breadth reduces rapidly Second order derivative of EBITDA margin change shows uptick
30% 1 Analyst Revisions -LS MSCl India (yoy, RS)  100% 30% 1 Broad market EBITDA margin 7%
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Source: IBES, FactSet, Capitaline, Company Data, Morgan Stanley Research
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QE Dec-11 Earnings Season Actual vs. Expected (Morgan Stanley Coverage Unlverse)

Total MS . " Revenue Growth: . .
Coverage: 26%Y0Y for MS .ff;ﬁfﬁcilf’er?egéi%%v&k EB'TDA. Margins:
Accounts for 70% of coverage and 25% YoY Compression across 7

Indlas market cap . _for the Broad Market while Telecoms lag sectors

YoY change MS Estimates " Actuals

& COS. R #ngr:i?lzt;ng MS Coverage Sales EBITDA Net' EBlTPA Sales EBITDA  Net Profit EBlTPA ECE?IQI'IIDIL Nl?/:rl\(;lvsvm
earnings e Profit Margins Margins Yo (S)  csimeies
16 4 Cons. Disc. 23% 12% 6% 13% 25% 21% 13% 14% (52) 7% T .
8 5 Cons. Staples 15% 20% 18% 23% 17% 20% 21% 23% 69 4%
1 Energy 3% 0%  16%  16% | 87% 5% 9% 159  [NEES) 7% NP Growth vs
5 4 0il PSU 12% -8% -10% 9% 30% 57% 98% 14% 237 108% ' MS Est: leads
27 Financials 10% 9% 5% s500 A0 9% 6% 56% (35) 1% in 6 out of 11
6 Healthcare 22% 49% 38% 25% 26% 71% 48% 28% 749 0% - sectors
14 Industrials 26% 14% -1% 16% 27% 10% 3% 16% (233) -2%
14 Materials 9% 0% 2% 18% 16% -4% -24% 16% @a7) % e
10 Technology 31% 33% 22% 26% 32% 34% 24% 26% 46 2%
5 Telecom 4%  15%  -17% 3%  16%  12% |[IE2S0ll  31% 88) -11%
9 Utilities 28% 22% 7% 25% 35% 16% 6% 22% (360) -1%
118 Total (MS Cov) 19% 8% 5% 19% 26% 17% 18% 20% (144) 12%
114 Total ex-oil psu 21% 11% 8% 23% 24% 10% 4% 22% (283) -39
114 Total ex-Energy 16% 9% 3% 20% 24% 20% 19% - (64) 15%
109 Total ex-oil psu and ex-Energy 18% 13% 6% 25% 21% 13% 3% (186) -3%
100 Total ex-oil psu and ex-Materials 24% 13% 9% 24% 26% 12% 9% . (280) 0%
109 L :  Total ex-oil psu and ex-Telecom 22% 11% 9% 22% 24% 10% 5% b '""-(.2_92) -3%
30 15 | Sensex 21% 3% 3% 22% 23% 3% 1% . (409)-. 2%
29 715 Sensex ex-oil psu 23%  12%  13%  20%  26% 8% 8% (3200 . -5%
3216 . Broad market 250% . 13% 1% (199) .
3209 : i Broad Market Ex-Oil PSU A% T 11% 5% (05)
. . . Sensex Profit Growth Aggregate Earnings
Earnings Beat: up 1% YoY, 2pptbehindof . - Broad Market (ex- . (ex-oil psu): up 4%
Surprise breadth (at expectations. Ex-ONGC ' il . inas fall YoY, 3ppt behind
50%) and Tata Steel, earnings up EAY oil psu): earnings fa | i
, ) 5% expectations
_________________________________ 13% YoY — 2ppt behind _ ..,
...................... expectations

Source: Company data, Capitaline, Morgan Stanley Research. Consumer staples doesn’t include estimates and actual data for sugar companies.
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Snapshot of the Broad Market Earnings: Across Market Capitalization Segments

Revenue Growth: Strong
across the cap curve except

for Nano caps.

Change in EBITDA
Margins: Margin compression
continues

Net Profit Growth:
Weak down the cap

curve

EBITDA Marglns

Based on Number of FovEniE Netroflt Ebitda Change in Contribution to to
Market cap range Companies Ebitda Grow.th™ P Margins for Ebitda Aggregate Net
market cap Growth Growth E R Aggregate
Reported e QE-Dec 11 margins Profit
Market Cap
Mega Caps More than US$5bn 58 25% 14% 9% 23% (223) 67% 68%
Large Caps :s;wug‘;? 2bn 44 37% 21% 7% 2006 63) 12% 11%
Mid Caps :s;wue;g‘ 2%? 250mn 289 24% 19% 3% 18%
Small Caps gséwu‘g‘;?nsom 302 19% -12% -58% 11% (394) 2% 3%
Micro Caps :ﬁéwuﬁsﬁzm 224 18% -11% -52% 10% (309) 1% 1%
Nano Caps Less than US$ 25mn 2209 5% -19% NM 8% (249) -1% 1%
Broad Market 3216 w. 25% 13% 1% 19% (199) 100% 100%
Broad Market 3212 21%. 11% 5% 21% (205) 84% 93%

(ex-oil PSU)

Least compression for
mid- -caps, maximum

Sample Slze

represents almost

100% of India’s market

cap

Source: Capitaline, Morgan Stanley Research

“ Nano Caps 2/3 of the
broader market companies are
nano caps (accounting for just
1% of the total market cap) e

which exhibit most volatility in
earnings growth

for micro caps

EBIDTA Growth: Large-
and mid-caps report the

strongest growth
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Snapshot of the Sector-Wise Earnings: Across Market Capitalization Segments

Sample of 3219 companies classified under 10 sectors and market cap segments

Change in EBITDA

YoY Change No of Companies Net Sales PBIDT PAT EBITDA Margin Margin
Consumer Discretionary
Mega Caps 5 29% 29% 18% 14% -2
Large Caps 4 10% -12% 11% 21% -515
Mid Caps 42 24% 12% 19% 13% -143
Small Caps 89 22% -15% NM 10% -426
Micro Caps 61 19% -27% -73% 7% -472
Nano Caps 466 5% -35% NM 7% -419
Aggregate 667 23% 7% -15% 12% -183
Consumer Staples
Mega Caps 3 16% 20% 20% 29% 120
Large Caps 7 30% 31% 23% 18% 6
Mid Caps 18 14% 9% 16% 13% -53
Small Caps 30 11% -18% -54% 8% -276
Micro Caps 13 26% 11% 0% 8% -103
Nano Caps 154 -1% -47% NM 4% -330
Aggregate 225 14% 10% 7% 15% -55
Energy
Mega Caps 6 35% 8% 8% 17/% -422
Large Caps 3 54% 148% 428% 6% 241
Mid Caps 7 37% 113% 342% 8% 299
Small Caps 9 5% 3% -42% 28% -60
Micro Caps 2 -13% -18% 41% 35% -210
Nano Caps 21 28% 19% NM 9% -67
Aggregate 48 39% 21% 32% 13% -201
Financials
Mega Caps 10 10% 20% 18% 61% 531
Large Caps 12 13% 15% -4% 69% 146
Mid Caps 63 17% 22% -1% 62% 274
Small Caps 33 14% -13% -43% 37% 1130
Micro Caps 18 16% -6% -35% 49% 1107
Nano Caps 527 7% 6% -24% 32% -32
Aggregate 663 13% 19% 6% 61% 337
Health Care

Mega Caps 3 34% 81% 70% 33% 862
Large Caps 2 21% 17% 0% 21% -61
Mid Caps 18 24% -4% -29% 19% -547
Small Caps 20 18% -11% -52% 14% -459
Micro Caps 13 29% 11% -12% 14% -222
Nano Caps 103 -1% -42% NM 6% -415
Aggregate 159 23% 18% 0% 21% -94

Key Sector Standouts

All sectors reported robust
double digit revenue growth
except for some scattered
weakness in the micro- and
nano-cap space.

Materials and Consumer
Discretionary companies
have seen profits fall at the
Ebitda level across market
cap segments.

Net profit growth has been
strongest for mega-cap
companies for 6 out of the
ten sectors. However,
Industrials, Materials, Utilities
and Telecom mega caps
reported weak earnings.

Mega-cap companies in the
Healthcare, Technology and
Consumer Staples
companies have reported
over 20% YoY growth in
earnings.
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Snapshot of the Sector-Wise Earnings: Across Market Capitalization Segments Contd.

Sample of 3219 companies classified under 10 sectors and market cap segments

Change in EBITDA

YoY Change No of Companies Net Sales PBIDT PAT EBITDA Margin Margin
Industrials
Mega Caps 6 17% 13% -2% 11% -43
Large Caps 4 9% 8% -1% 26% -35
Mid Caps 56 19% 2% -25% 13% -216
Small Caps 90 20% -10% -35% 10% -340
Micro Caps 50 14% 1% -32% 12% -150
Nano Caps 287 7% 3% NM 8% -30
Aggregate 493 17% 4% -17% 12% -164
Materials
Mega Caps 13 15% 0% -13% 20% -292
Large Caps 3 29% -15% -57% 15% -796
Mid Caps 51 30% 11% -12% 14% -243
Small Caps 90 24% -17% -60% 11% -565
Micro Caps 47 18% -4% -53% 9% -200
Nano Caps 464 8% -17% NM 7% -203
Aggregate 668 20% -2% -26% 15% -349
Information Technology
Mega Caps 4 32% 32% 24% 30% -4
Large Caps 1 11% 44% 7% 56% 1295
Mid Caps 20 28% 29% 28% 15% 14
Small Caps 26 5% 14% -63% 13% 104
Micro Caps 18 6% -19% -64% 12% -368
Nano Caps 172 -5% -19% NM 9% -159
Aggregate 241 23% 27% 16% 22% 78
Telecoms
Mega Caps 2 19% 23% -22% 31% 86
Large Caps 1 -2% -3% -61% 34% -56
Mid Caps 4 13% 14% NM 10% 10
Small Caps 2 -4% -7% NM 43% -147
Micro Caps 1 9% NM NM NM NM
Nano Caps 5 8% 118% 393% 15% 745
Aggregate 15 14% 17% -80% 28% 49
Utilities
Mega Caps 6 271% 3% -2% 27% -610
Large Caps 7 56% 14% -67% 21% -781
Mid Caps 10 10% 13% -13% 31% 67
Small Caps 4 32% -9% NM 8% -371
Micro Caps 1 -98% NM NM NM NM
Nano Caps 10 36% 19% 9% 10% -132
Aggregate 38 31% 6% -14% 25% -593
Broad Market Aggregate
Broad Market 3216 25% 13% 1% 19% -199

Key Sector Standouts

In the mid-cap segment,
Staples and Technology sector
companies have seen the
fastest earnings growth.

Five sectors — Consumer disc,
Industrials, Materials, Telecoms
and Utilities reported a year-on-
year fall in earnings in the Dec-
quarter.

Margin expansion seen in 3 out
of the ten sectors namely for
Financials, Technology and
Telecoms.

Mega- caps in the Staples,
Financials, Healthcare and
Telecom sectors and Large-and
Mid-caps in the Technology and
Financials sector reported
margin expansion.
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Revenue Growth Accelerates, Net Profit Growth Continues to Slow

Trend for MS coverage

Revenues Growth Ex-Energy Net Profit Growth (Ex-Energy)
Accelerates to 20.6% YoY

Slows to 9-quarter low — at 2.5% YoY
50% - YoY Revenue Growth

100% - % YoY Net Profit Growth
All Sectors Ex-Financials
40% - Ex-Energy 80% -
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EBITDA Margins (Ex-Energy) EBITDA Growth (Ex-Energy)
Continue to fall Slips to a 9-quarter low — at 12.2% YoY
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Capital Costs Fall During the Quarter

Trends for MS coverage

Interest Costs Share of Net Financial Income
Interest to sales ratio off highs Falls for a second consecutive quarter
90% 4 Ex Energy YoY change in interest costs (LS) r 4% 20% 5 Net Financial Income as a % of Pre-tax Profits (ex-Financials)
0% | 15% | l
Interest/sales % (RS) 3% 10% -
50% -
5%
30% 2%
0% -
10% - .
" VAA & ‘ 1% -5% 1
V2
Net Financial Income as a % of Pre-tax Profits (ex-Financials)
-30% - - 0% -15% - 4Q average
88383888833583388553383334d 228 3 8 8§83 388858833 o ¢
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Depreciation Expenses MS Coverage: Quarterly Earnings Snapshot
At a 3-year low Revenue growth picks up while earnings growth decelerates
A45% - _ 550% 552/0 1 Exenergy Ebitda Margin Trend (RS) - 30%
4.3% Depn to Sales (LS) 459 50% -| .
4.1% 0 45% 4 Net profit growth (LS) / \ [ 0
9 35% 40% 4
3.9% g 350 | L 26%
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25%
3.5% 25% - L 24%
3.3% 15% 20% 1 L 22%
3.1% 9 15% 4
10 5% 10% | L 20%
2.9% 506 5% - |
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Broad Earnings Revenue Growth Accelerates, Net Profit Continues to Fall

Trend for 1113 companies with time series data

Broad Market Revenue Growth Broad Market Net Profit Growth (Ex-Oil PSU)
Rises 27% YoY — accelerates QoQ Earnings growth weakens further
50% Broad marketrevenue growth 80% 7 Broad market earnings growth (1113 companies)
(1113 companies)
40% 60% -
30% 40% -
20% 20% 4
10% Broad market revenue growth (ex-energy) 0% N7 7
0% : — : : : — : : : — : : : 20% | W v
Broad market earnings growth (ex-oil psu)
-10% - 40%
< [To) ~ [} o2} o
g g3 8% 885583 88 3 8 94 $35388888855582388883233%3
R S 2 5 2 8 3 2 ©& 3= 2 = R =
8 38 58 58 3858583835 8 £3583583:5835832833833¢%83%¢
Sectoral Earnings Trend Earnings Trajectory
Energy and technology lead while telecoms and materials lag Sequential improvement for the broad market earnings level
MSCI Sector Sep-10 Dec-10 Mar-11 Jun-11 Sep-11 Dec-11 650 Earnings Indexed to Dec-03
Consumer Discretionary 64% 42% 18% 2% -11% -6% 600 -
Consumer Staples -6% -6% 28% 35% -1% 15% 550 4
Broad market (ex-oil psu)
Energy 125% 105% 37% 79% -78% 32% 500 -
Financials 24% 25% 10% 1% 15% 3% 450 + ‘
Health Care 15% 85% 27% 13% 20% 2% apo  Broadmarket (1113 companies)
Industrials 40% 9% 28% 3% 22% 21% 350
Information Technology 11% 18% 14% 21% 9% 20% 300 +
Materials 45% 18% 15% 4% -33% 27% 250 7
Telecoms -47% -55% -65% -82% -96% -87% 200 7 BSE Sensex
Utiliies 7% 2% 0% 9% 9% -14% 1501
Total 39% 29% 18% 9% -23% 1% 0 = T L s L L e & & L L L.
g 3 & 8 8 8 8 5 5 8 8 8 g8 & 3 o o
Total (ex oil psu) 28% 24% 21% 10% -3% -5% 8 S g 5 8§ S ¢ c g s 9 s g s g S o
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Source: Capitaline, Morgan Stanley Research 10
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Broad Market — Breadth Remains Bad

Trend for 1113 companies with time series data

Revenue Growth Net Profit Growth:
64% of the companies grow >10% — marginal weakening of breadth 359 of the companies grow >15% — breadth weakest since Mar-09
90% - % Companies with >10% Y-o-Y Sales Growth for Broad Market (1113 70% - % Companies with >15% Y-o0-Y Revenue Growth for Broad Market (1113
companies) 65% - companies)
80% 60% A
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EBITDA Growth Broad Market Margins
44% see >15% EBITDA growth — weak trends persist YoY margins fall 140bps
75% 5 % Companies with >15% Y-o-Y EBITDA Growth for Broad Market (1113 30% -+ Broad market EBITDA margin r 7%
700 | Companies) 29% (1113 companies)
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60% | 27%
26%
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Source: Capitaline, Morgan Stanley Research
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Broad Market — Slicing the Earnings Trends Across the Cap Curve

Trend for 1113 companies with time series data

Net Profit Growth
Profits fall for small-and micro-caps

Revenue Growth
Accelerates for mega-, large- and mid-caps

60% - Broad Market Revenue Growth (1113 Companies)
50%
40%
30%
20%
10%
Mega Caps Large Caps -
0% — ; —— —\——F
Mid Caps = = =Small Caps
-10% o
Micro Caps
-20% -
[so} g < Yo} [Te © © ~ ~ [eo) o) (2] (o2 (=] (=} - -
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EBITDA Growth

Again, de-growth seen down the cap curve

140% ~

Mega Caps Large Caps
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Margin Trend

More margin deceleration for small- and micro-caps
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QE-Decll Earnings for MS Universe: Healthcare and Telecoms Lead and Lag

Oil PSUs (due to subsidy burden taken care of) and Healthcare sectors saw the fastest year-on-year
growth in earnings whereas Telecoms reported another quarter of fall in earnings.

Seven out of the 10 sectors reported a rise in earnings with the exception of Telecoms, Materials and

Industrials.

Margin contraction in seven out of the 10 sectors with the exception of Healthcare, Staples and
Technology.

Sector Earnings Breakdown: YoY Change for Quarter
Ended Dec 2011 (124 Companies)

Op. Other Deprecia-  Pre-tax

YoY% Revenues Op. Profit Margin* Income Interest tion Profit Tax  Net Profit
Consumer Discretionary 25 20 (56) 15 42 8 22 38 11
Consumer Staples 9 15 97 23 33 17 13 17 11
Energy 32 29 (31) 40 63 8 36 (15) 54
Financials 9 9 (35) 160 56 15 4 1) 6
Healthcare 26 71 749 (50) 177 17 72 182 48
Industrials 27 10 (233) 83 49 37 5 9 3
Materials 16 4 (347 54 24 14 (11) 0 (24)
Technology 32 34 46 (25 141 18 30 53 24
Telecom 16 12 (88) (57) 47 23 8 94 (28)
Utilities 35 16 | (360) 3 43 31 4 2 6
Aggregate 25 17 (142) 36 47 15 15 4 17

Quarterly Net Profit Growth Trend
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What's the Consensus View: Technology sees Upward Revision

QE Dec-11 Earnings Ahead of MS Expectations

Consensus Revisions

More # of companies in energy, industrials and materials see —ve

Earnings ahead of expectation revisions
. . ) F2012 % no of Companies
30% - Excess/ (Deficit) of Actual Net Profit vs. MS Analyst Estim ates for MS NoO. of Growth
coverage universe Sector companies Revision Dow nw ards Upw ards
20% 4
? Consumer Disc 20 -0.7% 65% 15%
10% - / Consumer Staples 12 -0.5% 42% 42%
- 0, O, 0,
0% | /\ Energy 11 2.8% 91% 9%
\/ Financial 27 -2.0% 67% 33%
-10% 1 Healthcare 8 0.4% 38% 38%
-20% 4 Industrials 12 -3.5% 75% 17%
Materials 15 -3.0% 73% 27%
-30% -+
Technology 11 0.6% 27% 73%
-40% - Telecom 6 33% 50%
(o] [{o] ~ ~ o © [«2] (2] o o - —
< o < & & o < o & & i & Utilities 8 -5.0% 75% 13%
p=3 [ p=} [ b= [ p=3 [ p=} j) p=3 [
- o ~ o ” o - o ” o - o MS Coverage 130 -2.4% 62% 30%

Earnings Breadth Surprise
QoQ improvement
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Surprise Breadth: % of Com panies Beating

Earnings Growth Vs. Difference Between Actuals & Est.

Slower growth trends seen

even as earnings surprise improves

YoY Net Profit Growth for MS
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What's the Consensus View: Consensus Revises Sensex Earnings Down

QE Dec-11 Actual Earnings vs. Morgan Stanley
Expectations for Sensex Components

Sector Wise: Surprise Breadth

Number of companies beating MS analyst estimates

# Cos reported

Major Minor No Minor Major
Negative Negative  Surprise Positive Positive
Tata Steel
DLF
Sterlite
Bharti Airtel
Cipla Ltd.

Hindalco Industries
M&M

Maruti Suzuki
NTPC

HDFC

Hero Motocorp
TCS

Reliance Industries
Jindal Steel & Pow er
Wipro

HDFC Bank
Hindustan Unilever
Coal India

Infosys

Tata Pow er Co
Larsen & Toubro
State Bank of India
TC

Bajaj Auto

ICICI Bank

Sun Pharma

Tata Motors
Jaiprakash Associates

MS Coverage so far 3QF12 2QF12 1QF12 4QF11 3QF11
Cons. Disc. 16 - 44% 47% 56% 41%
Cons. Staples 8 63% 38% 38% 75% -
Energy + Oil PSU 9 56% - 50% 56% 50%
Financials 27 59% 56% 33% 56% 80%
Healthcare 6 50% 43% 14% 71% -
Industrials 14 36% 54% 42% 56% 42%
Materials 14 50% 36% 62% 62% 54%
Technology 10 70% 60% 50% 64% 67%
Telecom 5 40% 67% 80% 67%
Utilities 9 56% 38% 63% 43%

Sensex Consensus EPS Growth Estimates
Downward revision for F12, though F13 estimates unchanged

219% BSE Sensex consensus EPS growth trend over past 12M

20% 4
19% -
18% -
17% -
16% -

F2011 EPS: 1089

15% A F2012E EPS - 1187 F2013E EPS (RS) - 1358

14% -

13% -

12% A

11% -

10% -

9% -

8% T T T T T T T T T T T T
S 8 % s 2 g g 4 9 I I I 3
o = c - 5 o o = c - s 3} o
¢ & 3 2 6 & ¢ & 3 2 & & ¢
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Earnings Growth Revisions by Sector
(MSCI India Constituents)

EPS Earnings Growth (MSCI India constituents) Earnings Revision
F12 Current 1w 1M 3M 1w M 3M
CD 4% 5% 4% 4% -0.2% 0.5% 0.0%
cs 19% 19% 19% 20% 0.0% -0.3% -0.3%
Energy 10% 11% 13% 17% -1.0% -2.9% -
Financials 9% 9% 9% 11% -0.1% -0.5% -2.1%
Healthcare 11% 11% 10% 11% 0.4% 0.9% 0.0%
Industrials 26% 28% 30% 32% -1.7% -3.3% -5.5%
T 22% 22% 21% 19% 0.1% 0.7% 3.3%
Materials -4% -4% -2% -1% -0.3% -2.5% -3.0%
Telecoms -23% -16% -15% -36% _ 12.2%
Utilities 7% 7% 9% 10% -0.6% -1.7% -3.2%
Total 8.5% 9% 10% 12% -0.7% -1.7% -3.5%
EPS Earnings Growth (MSCI India constituents) Earnings Revision
F13 Current 1w 1M 3M 1w 1M 3M
CD 16% 16% 15% 14% -0.1% 1.2% 2.2%
cs 18% 18% 18% 17% 0.1% 0.2% 0.5%
Energy 8% 9% 8% 8% - -0.1% -0.2%
Financials 20% 20% 21% 21% 0.0% -0.7% -0.6%
Healthcare 24% 24% 24% 21% -0.2% -0.4% 2.3%
Industrials 17% 16% 17% 21% 0.4% 0.1% -
T 17% 17% 16% 15% 0.0% 0.5% 2.0%
Materials 16% 16% 17% 18% 0.4% - -2.2%
Telecoms 60% 60% 60% 53% -0.2% -0.1% 6.7%
Utilities 15% 15% 15% 16% 0.4% 0.0% -0.5%
Total 16.6% 17% 17% 16% -0.1% -0.2% 0.7%

Earnings Revision Breadth Improving..
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Consensus Earnings Growth by Sector (MSCI India Constituents)
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Consumer Staples Energy
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Corporate Fundamentals: Pricing Power and Margins Improve

MS Coverage Operating Leverage MS Coverage Pricing Power
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Earnings for Past 10 Quarters (124 Companies)
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(YoY Change %) Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Jun-11 Sep-11 Dec-11
Excluding Energy

Revenues 21 30 35 18 21 22 24 22 19 21
Operating Profit 7 26 36 34 22 19 19 13 13 12
Operating Margin (in bps (321) 82) 22 314 21 (68) (95) (204) (A128) (181)
Other Income o) 10 16 25 46 i8 19 91 19 34
Interest 39 6 2 40 a4 48 64 36 58 42
Depreciation 46 42 34 12 24 24 29 28 21 20
Pre-tax Profit (©6) 23 36 36 26 15 16 13 6 7
Tax 14 22 38 28 20 16 19 17 8 13
Net Profit (@B} 23 31 38 29 14 12 4 3 2
Net Profit Margin (bps) “4a63) (95) “4a5) 209 83 (100) a4a2) 221) as7) 12)
Including Energy

Revenues o 23 38 24 23 20 24 29 20 25
Operating Profit 24 27 25 13 38 26 14 16 B) 17
Operating Margin (in bps 359 57 (228) a7zs) 230 90 (16e4) (a83) “4a62) a4a2)
Net Profit 22 17 12 a4 49 26 10 10 22) 17
Net Profit Margin (bps) 175 B4a) (278) as2) 210 53 as2) (141) 438) (78)
Excluding Materials

Revenues (¢S))] i8 35 25 25 21 23 29 20 27
Operating Profit 38 24 17 5 40 29 14 17 @) 20
Net Profit 52 15 a (10) a2 30 9 11 24) 23
YoY Change in EBITDA for Key Sectors

Consumer Discretionary 89 232 162 113 55 28 20 11 6 20
Consumer Staples 40 34 29 7 12 =} 20 24 15 15
Energy 201 29 1 “a2) 100 53 1 34 “@7) 29
Financials 11 8 19 33 27 30 14 10 15 9
Healthcare 19 a4 (10) 48 13 = 21 ) 36 71
Industrials 16 43 60 43 36 30 37 16 16 10
Materials 7)) a2 91 78 24 5 14 12 5 )
Technology 14 9 11 8 15 14 19 14 13 34
Telecom 4 @) (@B} @) 10 21 27 22 13 12
Utilities 13 30 12 2 @) 1 22 12 21 16
YoY Change in Revenues

Consumer Discretionary 67 127 109 46 32 27 24 22 19 25
Consumer Staples 16 23 39 21 27 27 20 20 16 9
Energy 1) 14 a4 34 27 18 24 38 23 32
Financials 8 =] 22 23 29 25 21 14 12 9
Healthcare 13 11 4 19 10 21 21 12 26 26
Industrials = 10 i8 4 15 14 19 22 26 27
Materials 29 64 63 16 13 17 26 28 21 16
Technology 7 5 7 13 21 20 24 24 19 32
Telecom 7 ([E@D) @) 10 29 35 38 25 13 16
Utilities 16 ) 7 3 =] 19 22 19 24 35
YoY Change in EBITDA Margins (bps)

Consumer Discretionary 148 459 290 463 211 19 “4a9) a42) (159) 56)
Consumer Staples 395 188 (158) (253) 71) (326) 14 59 1) 97
Energy 762 119 (588) (858) 594 307 (265) 1) 923) 31)
Financials 133 @as) (150) 452 (100) 209 (304) (201) 114 (35)
Healthcare 126 (156) 327) 473 76 (221) aa) 277) 185 749
Industrials 81 351 408 444 261 230 243 74a) (125) (233)
Materials (1.,267) 342) 374 859 162 217) (239) (311) (231) 347)
Technology 167 112 108 (109) (135) (A53) az3) (193) (a28) 46
Telecom (105) (239) (350) (581) (526) (350) 2273) (78) 12 (88)
Utilities (66) 707 115 (50) (397) (459) 7 (166) (60) (360)
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Quarterly Revenue/Profit Growth and Change in EBITDA Margins for Sectors
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Morgan Stanley

Snapshot of Companies’ Reported Earnings for the Quarter Ended Dec-11

QEDec-10 QEDec-11A YoY
MS Coverage Sector Revenues EBITDA Net Profit Revenues EBITDA Net Profit | Revenues EBITDA Net Profit Miss/Bgat

expectations
Dish TV Consumer Disc 3,732 667 -443 4,905 1,202 (430) 31% 80% NM NM
Ashok Leyland Consumer Disc 22,272 1,920 637 28,798 2,104 669 29% 10% 5% -42%
SUN TV Consumer Disc 5,980 5,018 2,255 4,251 3,411 1,679 -29% -32% -26% -12%
Hero Motocorp Consumer Disc 51,617 6,046 4,927 60,315 7,230 6,130 17% 20% 24% -3%
Indian Hotels Consumer Disc 4,853 1,443 528 5,215 1,407 604 7% -2% 14% -10%
M&M Consumer Disc 61,211 9,238 6,470 83,868 9,810 6,223 37% 6% -4% -11%
Maruti Consumer Disc 94,945 9,541 6,025 78,824 4,362 2,206 -17% -54% -63% -9%
Pantaloon Retail Consumer Disc 27,586 2,383 472 28,933 2,612 135 5% 10% -71% -69%
Tata Motors Consumer Disc 316,852 48,223 24,416 452,603 72,227 35,870 43% 50% 47% 27%
Titan Industries Consumer Disc 19,546 1,950 1,408 24,401 2,129 1,639 25% 9% 16% -11%
TV'S Motors Consumer Disc 16,467 1,006 558 17,622 1,153 566 7% 15% 1% -10%
UTV Softw are Consumer Disc 2,551 526 415 1,584 (755) (962) -38% NM NM NM
ZEE Consumer Disc 7,548 1,540 1,553 7,548 2,160 1,359 0% 40% -12% 5%
Educomp Consumer Disc 3,575 1,632 967 3,655 963 246 2% -41% -75% -75%
Bajaj Auto Consumer Disc 41,771 8,493 6,671 50,632 10,614 8,541 21% 25% 28% 10%
Exide Consumer Disc 10,502 1,601 1,244 12,502 1,655 1,043 19% 3% -16% 6%
Colgate Consumer Staples 5,582 931 662 6,696 1,493 1,156 20% 60% 74% 23%
Dabur India Consumer Staples 10,800 2,165 1,544 14,527 2,319 1,728 35% 7% 12% -4%
Godrej Consumer Consumer Staples 9,888 1,713 1,200 13,441 2,721 1,709 36% 59% 42% 17%
Hindustan Lever Consumer Staples 50,270 7,250 5,876 58,527 9,705 7,621 16% 34% 30% 2%
ITC Consumer Staples 54,243 20,179 13,891 61,954 23,811 17,016 14% 18% 22% 6%
Marico Consumer Staples 8,177 1,093 791 10,578 1,347 915 29% 23% 16% -1%
Nestle Consumer Staples 16,710 3,343 2,217 19,547 4,207 2,681 17% 26% 21% 4%
United Spirits Consumer Staples 19,694 2,854 1,133 19,673 2,003 329 0% -30% -71% -63%
Aban Offshore Energy 7,780 5,166 1,185 8,659 5,007 732 11% -3% -38% -36%
BPCL Energy 366,859 7,488 2,924 588,468 37,097 31,396 60% 395% 974% 189%
HPCL Energy 340,560 7,802 2,110 480,475 37,026 27,252 41% 375% 1191% 171%
Reliance Industries Energy 597,890 95,450 51,360 851,350 72,850 44,400 42% -24% -14% -2%
Oil India Energy 24,734 14,068 9,706 25,898 14,282 10,140 5% 2% 4% 43%
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Coal India Energy 126,919 34,489 26,261 153,493 48,805 40,378 21% 42% 54% 3%
Cairn India Energy 30,964 25,634 20,101 30,968 25,456 22,619 0% -1% 13% -23%
AXIS Bank Financials 28,808 16,585 8,914 35,701 20,592 11,023 24% 24% 24% %
Bank of Baroda Financials 29,684 18,512 10,689 38,048 26,082 12,899 28% 41% 21% 25%
Bank of India Financials 26,351 13,888 6,532 29,197 17,319 7,162 11% 25% 10% -4%
Canara Bank Financials 26,558 15,129 11,056 26,976 15,767 8,756 2% 4% -21% 3%
Corp Bank Financials 11,069 7,369 3,824 13,035 8,259 4,022 18% 12% 5% 21%
DLF Financials 24,799 11,780 4,722 20,344 8,227 2,587 -18% -30% -45% -61%
HDFC Financials 13,282 12,279 8,909 14,601 13,483 9,813 10% 10% 10% -7%
HDFC Bank Financials 39,045 20,727 10,878 45,360 23,780 14,297 16% 15% 31% 2%
ICICI Bank Financials 40,605 23,426 14,370 46,039 26,871 17,281 13% 15% 20% 14%
IDBI Financials 16,512 11,345 4,541 14,243 7,573 4,098 -14% -33% -10% 21%
IDFC Financials 6,610 4,990 3,218 7,600 6,330 3,809 15% 27% 18% 5%
Kotak Mahindra Financials 19,376 5,959 3,836 19,002 7,198 4,626 -2% 21% 21% -2%
Oriental Bank Financials 12,613 7,739 4,083 14,352 8,271 3,542 14% 7% -13% 4%
IBREL Financials 3,997 1,229 766 3,565 1,031 418 -11% -16% -45% 1665%
Punjab National Bank Financials 40,605 23,499 10,898 44,907 26,764 11,500 11% 14% 6% -7%
Sobha Developers Financials 3,629 820 490 3,115 731 401 -14% -11% -18% 6%
SBI Financials 123,637 67,645 28,281 135,918 72,600 32,630 10% 7% 15% 6%
Union Bank of India Financials 21,094 12,611 5,796 23,730 12,841 1,970 12% 2% -66% -65%
Yes Bank Financials 4,848 3,113 1,911 6,390 3,988 2,541 32% 28% 33% 9%
Indusind Bank Financials 5,590 2,912 1,539 6,731 3,263 1,841 20% 12% 20% 0%
Jaypee Infra Financials 7,554 4,742 3,785 9,027 4,953 3,921 20% 4% 4% 34%
LIC Housing Financials 5,451 4,891 2,135 3,797 3,263 3,057 -30% -33% 43% 24%
ING Financials 4,127 1,594 830 4,918 2,038 1,175 19% 28% 42% 0%
Oberoi Realty Financials 3,987 2,469 2,052 1,873 1,134 1,021 -53% -54% -50% 9%
Shriram Transport Financials 7,816 6,066 3,013 8,331 6,465 3,027 7% 7% 0% -3%
Godrej Properties Financials 482 65 156 1,497 267 286 211% 309% 83% -14%
Biocon Healthcare ) 7,281 1,684 1,006 ) 5,172 1,274 848 -29% -24% -16% -6%
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Cipla Healthcare 15,681 3,182 2,327 17,810 3,915 2,699 14% 23% 16% -16%
Dr Reddy's Healthcare 18,985 2,933 2,733 27,692 7,547 5,131 46% 157% 88% 6%
Lupin Healthcare 15,102 2,973 2,240 18,189 3,735 2,351 20% 26% 5% 0%
Sun Pharma Healthcare 16,011 4,405 3,502 21,451 9,638 6,683 34% 119% 91% 25%
Fortis Healthcare Healthcare 3,714 539 345 6,046 832 293 63% 54% -15% 291%
Aditya Birla Nuvo Industrials 45,630 6,952 2,749 57,147 7,966 2,524 25% 15% -8% 20%
NCC Industrials 13,355 1,276 444 12,640 77 (95) -5% -39% NM NM
GMR Infra Industrials 13,588 3,813 -520 19,993 4,693 (1,080) 47% 23% NM NM
GESCO Industrials 5,560 2,023 1,173 7,514 2,513 573 35% 24% -51% -29%
IVRCL Infra Industrials 14,168 1,404 423 12,025 948 68 -15% -32% -84% -9%
Jain Irrigation Industrials 7,047 1,421 456 8,330 1,864 532 18% 31% 17% 23%
Jaiprakash Associates  Industrials 29,487 8,464 2,295 33,054 8,160 1,650 12% -4% -28% 261%
L&T Industrials 114,131 12,379 8,052 139,986 13,431 9,916 23% 9% 23% 4%
Shipping Corporation Industrials 8,889 1,612 1,231 9,670 (625) 1,525 9% NM 24% 443%
Adani Enterprises Industrials 56,426 9,405 4,744 90,380 15,226 4,073 60% 62% -14% -17%
IRB Infra Industrials 6,688 2,936 1,330 7,455 3,417 1,314 11% 16% -1% 1%
Mundra Port Industrials 4,508 3,098 2,285 6,916 4,824 3,106 53% 56% 36% 7%
Crompton Greaves Industrials 23,970 3,402 2,328 30,280 1,826 771 26% -46% -67% -40%
ACC Materials 19,576 2,188 2,559 25,027 3,893 2,425 28% 78% -5% 11%
Gujarat Ambuja Materials 17,886 3,142 2,511 23,340 4,259 3,267 30% 36% 30% 14%
Grasim Industries Materials 53,845 11,202 5,018 62,601 13,090 6,691 16% 17% 33% 21%
Hindalco Materials 59,179 6,834 4,603 65,902 6,582 4,507 11% -4% -2% -11%
Jindal Steel Materials 31,740 15,987 9,354 43,545 17,389 9,967 37% 9% 7% 1%
JSW Steel Materials 57,714 9,641 3,823 78,596 12,358 1,682 36% 28% -56% -64%
Nalco Materials 14,250 3,714 2,559 14,300 453 512 0% -88% -80% -63%
Sesa Goa Materials 22,373 12,148 10,652 26,043 8,892 6,915 16% -27% -35% 45%
SAIL Materials 111,432 16,261 11,076 105,938 14,462 6,321 -5% -11% -43% -14%
Sterlite Industries Materials 82,943 19,406 11,011 102,462 22,608 9,135 24% 17% -17% -51%
Tata Steel Materials 290,895 34,246 10,303 331,031 17,173 (6.874) 14% -50% NM NM
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Ultratech Cement Materials 37,152 7,078 3,190 45,719 9,650 6,169 23% 36% 93% 40%
United Phosphorus Materials 12,221 2,211 836 19,288 3,484 1,137 58% 58% 36% -33%
NMDC Materials 26,212 20,159 15,180 28,220 22,607 18,588 8% 12% 22% 3%
HCL Technologies Technology 38,884 6,095 3,745 52,452 9,503 5,527 35% 56% 48% 10%
Hexaw are Technology 2,996 345 396 4,319 994 882 44% 188% 123% 38%
Info edge Technology 751 275 219 920 349 197 23% 27% -10% -35%
Infosys Technology 71,060 23,630 17,800 92,980 31,310 23,720 31% 33% 33% 3%
MindTree Consulting Technology 3,848 449 305 5,197 897 606 35% 100% 99% 46%
Patni Technology 8,200 1,400 1,426 10,295 2,258 1,463 26% 61% 3% 6%
TCS Technology 96,634 29,173 23,302 132,040 40,921 28,866 37% 40% 24% -2%
Tech Mahindra Technology 12,111 2,498 2,055 14,449 2,343 1,444 19% -6% -30% 5%
Wipro Technology 78,202 16,344 13,188 98,808 18,679 14,564 26% 14% 10% 1%
Infotech Ent. Technology 3,138 475 370 4,165 857 340 33% 80% -8% 0%
Bharti Telecom 157,560 53,176 13,033 184,767 59,584 10,113 17% 12% -22% -21%
Idea Cellular Telecom 39,556 9,483 2,431 50,308 13,446 2,010 27% 42% -17% 55%
Reliance Comm Telecom 50,041 16,681 4,803 50,521 16,111 2,408 1% -3% -50% -4%
Tata Comm Telecom 8,776 1,979 457 10,192 2,221 295 16% 12% -36% -54%
OnMobile Global Telecom 1,486 336 199 1,688 3901 178 14% 16% -11% 58%
Adani Pow er Utilities 5,026 2,730 1,080 10,595 3,441 (215) 111% 26% NM -108%
GAIL Utilities 83,836 13,331 9,676 112,942 17,949 10,915 35% 35% 13% 12%
LANCO Infratech Utilities 15,615 4,800 1,106 30,290 6,028 868 94% 26% -21% 109%
NTPC Utilities 132,015 33,702 22,785 155,370 31,098 21,718 18% -8% -5% -8%
Reliance Infra Utilities 26,176 2,470 1,657 44,777 6,518 4,158 71% 164% 151% 100%
Tata Pow er Utilities 16,419 3,219 1,373 22,519 4,751 2,391 37% 48% 74% 3%
JSW Energy Utilities 10,765 3,538 1,853 17,687 3,495 328 64% -1% -82% -63%
Indiabulls Pow er Utilities 4 -61 3 - (66) 69 NM NM NM NM
Pow er Grid Utilities 20,521 17,274 5,962 24,666 21,027 8,013 20% 22% 34% 16%
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Disclosure section

Morgan Stanley ModelWare is a proprietary analytic framework that helps clients uncover value, adjusting for distortions

and ambiguities created by local accounting regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes
M O d e | Wa re operating leases (where their use is significant), and converts inventory from LIFO costing to a FIFO basis. ModelWare also
emphasizes the separation of operating performance of a company from its financing for a more complete view of how a company
generates earnings.

Disclosures Section

The information and opinions in Morgan Stanley Research were prepared or are disseminated by Morgan Stanley Asia Limited (which accepts the responsibility for its
contents) and/or Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z7) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration
number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any
matters arising from, or in connection with, Morgan Stanley Research), and/or Morgan Stanley Taiwan Limited and/or Morgan Stanley & Co International plc, Seoul
Branch, and/or Morgan Stanley Australia Limited (A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its
contents), and/or Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts
responsibility for its contents), and/or Morgan Stanley India Company Private Limited and their affiliates (collectively, "Morgan Stanley").

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan Stanley Research
Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley Research at 1585 Broadway,
(Attention: Research Management), New York, NY, 10036 USA.

For valuation methodology and risks associated with any price targets referenced in this research report, please email morganstanley.research@morganstanley.com
with a request for valuation methodology and risks on a particular stock or contact your investment representative or Morgan Stanley Research at 1585 Broadway,
(Attention: Research Management), New York, NY 10036 USA.

Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not
received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Sheela Rathi.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various
factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity
and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment
banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan
Stanley may have a position in the debt of the Company or instruments discussed in this report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
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STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equa_l-weiglht, Not-Rated or Underweight (see definitions below). Morgan Stanley does
not assign ratlngs of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell.
Investors should carefu K read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete
information concerning the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and not infer the contents from the rating alone. In
any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

(as of January 31, 2012)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of
Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight,
Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory
requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond Equal-weight and Not-Rated to hold and
Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)

% of Total % of Rating
Stock Rating Category Count % of Total Count IBC Category
Overweight/Buy 1135 39% 460 44% 41%
Equal-weight/Hold 1248 42% 444 42% 36%
Not-Rated/Hold 107 1% 25 2% 23%
Underweight/Sell 454 15% 121 12% 27%
Total 2,944 1050

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the
investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan Stanley received investment banking
compensation in the last 12 months.

Analyst Stock Ratings

Overweight (O or Over) - The stock’s total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis over the next 12-18
months.

Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-adjusted basis over the
next 12-18 months.

Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock’s total return relative to the relevant country MSCI Index on a risk-adjusted
basis, over the next 12-18 months.

Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted basis, over the next
12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
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Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market
benchmark, as indicated below.

In-Line (1): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market
benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market
benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI
Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask your Financial
Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports.

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, Morgan Stanley and
Citigroup Global Markets Inc. or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who
reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of
the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views
expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock,
please contact your sales representative or go to Client Link at www.morganstanley.com.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of
those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial
adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan
Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer
to buy or sell any security/instrument or to participate in any trading strategy. The value of and income from your investments may vary because of changes in interest rates, foreign
exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time
limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the
subject company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various
factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback
and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by
Morgan Stanley or the profitability or revenues of particular trading desks.
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Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The "Important
US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common
equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in
the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways
different from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive
information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from
when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect
information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses
unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your reference
only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange of Hong Kong ("SEHK"),
namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise Index is distributed only to Taiwan
Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley
Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. To our readers in Hong Kong:
Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities in Hong Kong. If you have any queries
concerning Morgan Stanley Research, please contact our Hong Kong sales representatives. Information on securities/instruments that do not trade in Taiwan is for informational purposes
only and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia
Limited.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to sell
or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all
relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commaodities related research
reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in Singapore by Morgan Stanley
Asia (Singapore) Pte. (Registration number 1992062982) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary
Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley
Research); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian
financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations
Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in
Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has
approved of and takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited,
Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is
supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct
applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co.
International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of
the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by
the Financial Services Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. International plc or
Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member of the JSE Limited and regulated
by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB
Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the

DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only be made available to a
customer who we are satisfied meets the regulatory criteria to be a Professional Client. 28
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory
Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity.
Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio management companies,
non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions
may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about
outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations
relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard
(GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts and trading strategies regarding the MSCI Country Index
Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions, forecasts and trading strategies. Morgan Stanley has no influence on or
control over MSCI's index compilation decisions. Morgan Stanley Research or portions of it may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley research is disseminated and available primarily electronically, and, in some cases, in printed form. Additional information on recommended securities/instruments is
available on request.

Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. MSCI has not
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