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Lanco Infratech (LAIN.BO)
Buy: Strong 1QFY11 Results Driven By Merchant Sales

1QFY11 PAT - 51% ahead of estimates — LANCI's 1QFY11 PAT at Rs1.95bn grew
68% YoY and was 51% ahead of CIRA estimate of Rs1.3bn, due to lower-than-
expected depreciation and interest expenses. 1Q EBITDA at Rs5.95bn grew 117%
YoY and was more or less in line with CIRA estimate of Rs6.2bn.

EPC revenues declined 28% YoY — Decline in EPC revenue was worse than CIRA
estimates of 10% YoY decline as large projects are nearing end and execution on
Babandh, Vidarbha, Amarkantak 3&4 and Kondapalli is yet to pick up. EPC PAT
Rs713mn was in line with CIRA estimate of Rs705mn as shortfall in revenue was
made up by higher-than-expected EBITDA margins of 14.4% (CIRA = 12%).

Aggressive pricing for third-party BoP orders — LANCI won the Rs13bn Koradi
1980MW BoP order at implied price of Rs6.6mn/MW compared to BGR’s historical
average price of Rs15.7mn/MW. Even allowing for variation in scope of work,
LANCI seems to have adopted an aggressive pricing strategy for third-party BoP
orders. LANCI has also won Bhubaneshwar Airport construction order. Company
has set long-term target of ~ 25% of orders from external projects.

Project execution remains on track — Kondapalli (133MW) has achieved CoD.
Udupi 1&2 are likely to achieve CoD by August 2010 and synchronization by
September 2010 respectively. Babandh, Vidarbha and Amarkantak (totaling
3,960MW) have received sanctions for majority of debt requirement, and financial
closure is expected by Sep/Oct 2010.

Maintain Buy — LANCI’s execution remains on track and 4702MW of capacity is
set to achieve financial closure soon. We expect execution and capacity addition
to drive EPS growth of 23% over FY10-13E with average RoEs of 19%.
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Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield
31 Mar (RsM) (Rs) (%) (x) (x) (%) (%)
2009A 2,804 1.26 -20.8 55.6 1.4 14.3 0.0
2010A 4,586 1.90 51.0 36.8 5.0 16.9 0.0
2011E 8,974 3.73 95.7 18.8 4.0 23.9 0.0
2012E 8,888 3.69 -1.0 19.0 3.3 19.3 0.0
2013E 8,486 3.52 -4.5 19.9 2.9 15.5 0.0

Source: Powered by dataCentral
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Fiscal year end 31-Mar 2009 2010 2011E 2012E 2013E
Valuation Ratios
P/E adjusted (x) 55.6 36.8 18.8 19.0 19.9
EV/EBITDA adjusted (x) 22.8 14.5 8.4 8.3 9.3
P/BV (x) 74 5.0 4.0 3.3 2.9
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Per Share Data (Rs)
EPS adjusted 1.26 1.90 3.73 3.69 3.52
EPS reported 1.26 1.90 3.73 3.69 3.52
BVPS 9.43 13.89 17.31 21.00 24.52
DPS 0.00 0.00 0.00 0.00 0.00
Profit & Loss (RsM)
Net sales 60,710 81,076 119,322 140,130 153,412
Operating expenses -52,899 -69,284 -96,155 -112,687 -125,855
EBIT 1,810 11,792 23,167 21,443 21,5517
Net interest expense -2,185 -3,554 -7,975 -12,567 -13,904
Non-operating/exceptionals -90 906 483 465 180
Pre-tax profit 5,535 9,144 15,676 15,341 13,833
Tax -1,690 -3,643 -3,902 -3,807 -3,749
Extraord./Min.Int./Pref.div. -1,041 -915 -2,799 -2,646 -1,598
Reported net income 2,804 4,586 8,974 8,888 8,486
Adjusted earnings 2,804 4,586 8,974 8,888 8,486
Adjusted EBITDA 8,884 15,270 33,912 43,828 44,309
Growth Rates (%)
Sales 87.3 335 47.2 17.4 9.5
EBIT adjusted 25.6 51.0 96.5 18.5 0.4
EBITDA adjusted 27.0 71.9 122.1 29.2 1.1
EPS adjusted -20.8 51.0 95.7 -1.0 -4.5
Cash Flow (RsM)
Operating cash flow -2,076 -6,135 28,559 20,270 24,466
Depreciation/amortization 1,073 3,479 10,745 16,385 16,752
Net working capital -5,955 -15,028 8,840 -5,003 -172
Investing cash flow -21,035 -29,741 -136,799 -11,3176 -11,619
Capital expenditure -18,164 -19,355 -136,799 -71,376 -71,619
Acquisitions/disposals 0 0 0 0 0
Financing cash flow 25,604 35,605 100,034 50,313 50,610
Borrowings 24,320 27,644 97,981 47,667 49,012
Dividends paid 0 0 0 0 0
Change in cash 2,493 =217 -8,206 -193 3,456
Balance Sheet (RsM)
Total assets 115,485 160,283 278,832 339,045 400,577
Cash & cash equivalent 9,905 9,628 1,421 628 4,084
Accounts receivable 11,943 22,210 29,338 32,752 34,411
Net fixed assets 54,139 70,015 196,069 251,061 305,928
Total liabilities 87,476 119,727 221,249 275,928 321,376
For further data queries on Citi's full coverage universe Accounts payable 29,750 32,191 41,654 42,666 45,102
please contact CIRA Data Services Asia Pacific at Total Debt 55,970 83,614 181,594 229,262 278,273
CIRADataServicesAsiaPacifio@cit.com or +852-2501- Shareholders' funds 28,009 40,556 51,584 63,117 73,201
Profitability/Solvency Ratios (%)
EBITDA margin adjusted 14.6 18.8 28.4 313 28.9
ROE adjusted 14.3 16.9 23.9 19.3 15.5
capowered by: ROIC adjusted 115 10.1 12.4 9.7 79
dataCentral Net debt to equity 164.5 182.4 3493 362.2 374.6

Total debt to capital 66.6 67.3 77.9 78.4 79.2
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1QFY11 results

m EPC revenue declined in 1QFY11 — EPC revenue declined 28% YoY v/s
CIRA estimate of 10% decline. Next two quarters are also likely to be flat
and execution in new projects is likely to pick from December 2010
onwards. Management has guided for 15-20% growth in FY11E EPC
revenues (v/s CIRA estimate of 5.3% growth).

m Lower depreciation, interest in 1QFY11 — LANCI’'s 1QFY11 depreciation
and interest expenses have fallen sharply QoQ. In 4QFY10 results, LANCI
had provided depreciation and interest expenses for full year for
Amarkantak plant. Management guided that depreciation and interest
expenses in 1QFY11 are now normalized, will be recurring on quarterly
basis, and will move up as new projects are commissioned.

= Lower tax expenses in 1QFY11 - In 1QFY11 LANCI has started availing
MAT tax on power assets and has also started receiving MAT tax credit.

Significant developments in 1QFY11

m Aggressive pricing for Koradi BoP win - LANCI has won the balance of
plant (BOP) package contract from Maharashtra State Power Generation
Co for 1,980 MW (3 x 660MW) Koradi thermal power plant. The order size
is Rs13bn.

m If we look at pricing of BGR’s BoP orders, it appears that LANCI’s quoted
price at Rs6.6mn/MW is substantially lower than average price of
Rs15.7mn/MW quoted by BGR in earlier orders. While scope of work may
vary across different orders (and hence per MW price), it appears that
LANCI has adopted very aggressive pricing strategy to enter into third-
party power EPC/BoP segment.

Figure 1. LANCI — BoP Order

Name Client Winner Size (MW) Order size (Rsmn) Rsmn/MW
Marwa TPS CSEB BGR 1000 16,337 16.3
Chandrapur STPS Mahagenco BGR 1000 16,318 16.3
Kothagudam APGENCO BGR 500 7,930 15.9
Khaparkheda Mahagenco BGR 500 9,980 20.0
Kakatiya APGENCO BGR 500 6,949 13.9
Vijaywada APGENCO BGR 500 5,788 11.6
Average 15.7
Koradi Mahagenco LANCI 1980 13,000 6.6

Source: Citi Investment Research and Analysis

m Ennore container terminal - LANCI consortium has won bid for a container
terminal at Ennore container terminal project on BOOT basis. LANCI has
26% stake in consortium. The project will have capex of US$400mn and
will be funded at D/E of 70/30

Project status update

= Kondapalli phase 2 (366MW) — 133MW steam turbine has achieved CoD
on 31 July 2010. The PLF of this plant was lower in the quarter as plant
had to operate at lower capacity due to commissioning of steam turbine.
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Kondapalli expansion (742MW) — LANCI is waiting for minutes of meeting
of EGoM which was held on July 28. Company expects gas allocation to
happen before plant is commissioned in CY11. The gas allocation will be
from pool of gas from various sources i.e. ONGC and RIL. Project has
sanction for Rs14bn of debt out of requirement of Rs18bn. Syndication for
Rs4bn debt is underway.

Amarkantak 1&2 (2x300MW) - Amarkantak 1 sold 536mn kwh
@Rsb5.63/kwh realizing Rs3bn. Amarkantak 2 has been commissioned and
is selling power in Ul market. The plant will start scheduling power under
PPA after tariff is finalized between PTC and Haryana. Both plants are
now operating mostly on domestic coal including some e-auction coal.

Udupi 1&2 (2x600MW) — Udupi 2 will be synchronized by September
2010. Transmission line for unit 2 has been delayed by 1-2 months.
Udupi unit 2 CoD will happen within 1 month after plant is synchronized
on full load. LANCI is evaluating option to declare CoD of unit 1 by end of
August 2010. Company has applied for tariff orders for the plant.

Anpara (1200MW) - Unit 1 and 2 will be synchronized by December 2010
and March 2011.

Babandh (1320MW) - Financing documents have been signed and
company has started drawing the loan. Recently media has reported some
issues relating to land acquisition. However, management maintained that
LANCI has possession of land and has acquired land legally. Construction
on ground has been started.

Vidarbha (1320MW) - Project has received sanctions for entire debt
amount and loan document is being signed now. Financial closure will be
completed by 2nd week of September.

Amarkantak 3&4 (1320MW) - Out of total debt requirement of Rs55bn
project has received sanctions for Rs30bn and sanction for remaining
amount is expected by September 2010.
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Figure 2. LANCI — 1QFY11 Consolidated Results

Year End Mar31 (Rsmn) 1QFY10 10FY11 1QFY11E v/s estimates Comments

Income from operations 15,028 15,325

Income from power trading 6,901 5,931

Net Sales 21,929 21,256 21,000 -21% - Impacted by lower than expected revenues in EPC
% growth y-0-y 143.3% -3.1% 23.1%

Stock in trade (1,249) 1,515

% of net sales 5.7% -1.1%

RM and Construction expenses (10,369) (9,569)

% of net sales 47.3% 45.0%

Purchase of trading power (6,832) (5,845)

% of net sales 31.2% 27.5%

Staff cost (521) (1,157)

% of net sales 2.4% 5.4%

Other expenses (215) (248)

% of net sales 1.0% 1.2%

Total expenses (19,185) (15,303) (20,790)

EBITDA 2,744 5,954 6,210 -4% -Operationally inline with estimate
EBITDA margin % 12.5% 28.0% 23.0%

% growth YOY 117.0% 126.3%

Depreciation (328) (1,551) (2,000) -22% -Lower than estimate

EBIT 2,416 4,403 4,210 5% -Inline with estimate

EBIT margin % 11.0% 20.7% 15.6%

Interest (605) (1,567) (2,000) -22% -Lower than estimate

Other income 376 251 300

Other operating income 25 - 300

Elimination on trans. with associates (220) (151) (250)

PBT 1,991 2,936 2,560 15%

PBT margin 9.1% 13.8% 9.5%

Tax (813) (353) (868) -59% - Power plants are paying MAT and company availed MAT credit
Tax Rate 40.8% 12.0% 33.9%

PAT before minorities 1,178 2,583 1,692 53%

% growth y-o0-y 16% 119% A44%

Minorities (211) (278) (300)

Associates 1 1 (100)

PAT 968 2,306 1,292 18%

% growth y-o0-y 17% 138% 34%

Forex gain/loss (net) 191 (359)

Reported PAT 1159 1,947 1,292 51% -PAT 51% ahead of estimates
% growth y-0-y 96% 68% 12%

Source: Company and Citi Investment Research and Analysis estimates
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Figure 3. LANCI — 1QFY11 Standalone Results

Year End Mar31 (Rsmn) 10QFY10 10FY11A 1QFY11E v/s estimate Comments

0B (EoY) 94,670 247,962

Income from operations 14,463 10,375

Net Sales 14,463 10,375 13,016 -20% - Revenue declined as some large projects are coming to end while
% growth y-0-y 179.1% -98.3% -10.0% new projects are yet to pick up execution
Stock in trade 116 937

% of net sales -0.8% -9.0% 0.0%

RM and Construction expenses (11,822) (8,447)

% of net sales 81.7% 81.4% 0.0%

Purchase of traded goods

% of net sales 0.0% 0.0% 0.0%

Staff cost (449) (897)

% of net sales 3.1% 8.6% 0.0%

Other expenses (215) (477)

% of net sales 1.5% 4.6% 0.0%

Total expenses (12,369) (8,883) (11,454)

EBITDA 2,094 1,492 1,562 -4% -Higher-than-expected margins
EBITDA margin % 14.5% 14.4% 12.0%

Depreciation (143) (151) (160)

EBIT 1,951 1,342 1,402 -4%

EBIT margin % 13.5% 12.9% 10.8%

Interest (464) (806) (600)

Other income 204 157 150

Other operating income 54 380 100

PBT 1,745 1,073 1,052 2%

PBT margin 12.1% 10.3% 8.1%

Tax (604) (360) (347)

Tax Rate 34.6% 33.5% 33.0%

PAT bhefore minorities 1,140 113.2 105 1%

% growth y-o0-y 143% -31% -38%

PAT 1,140 113 105 1% -Inline with estimate
% growth y-o0-y 143% -31% -38%

Exceptional 146

Reported PAT 1,287 113 105 1%

Source: Company and Citi Investment Research and Analysis estimates
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Lanco Infratech

Company description

Lanco Infratech, founded in 1993, as a construction and EPC company, has
leveraged its EPC expertise to become one of the fastest growing independent
power producers in India. It now has 1,995MW of capacity operational which
will reach 8,384MW by FY15E. Its EPC division has expertise spanning several
segments of infrastructure space but specializes in EPC of coal and gas-based
power plants. The EPC division acts as backbone for executing power projects.
Apart from power and EPC, Lanco Infratech has also forayed into roads, real
estate and electricity trading.

Investment strategy

We have a Buy / Medium Risk (1M) rating on Lanco Infratech shares. The
company has 1,995MW of capacity operational and is executing another
4,700MW over the past 3-4 years with a large part in advanced stages of
completion.

It is on a high growth path with an estimated 8,384MW operational by FY15E. It
has strategically developed its power plant portfolio with a focus on Case-Il /
MoU developmental projects, which come with land and fuel visibility.

It has de-risked its business model by weighting its power portfolio heavily in
favor of power projects with either complete or partial (fuel cost only) pass-
through mechanisms. Over FY11-15E these projects will constitute ~70-80% of
total capacity. This reliance on pass-throughs provides downside support to
valuation. A strong in-house EPC division not only provides a backbone for
faster project execution but also helps it optimize the need for infusing and
blocking upfront equity into projects under development.

Lanco Infratech is at inflexion point on its growth trajectory. We expect PAT
and revenue to grow at CAGR of 23% and 24% respectively over FY10-13E
compared with 22% and 94% over FYO7-FYO9A. Earnings growth and
expansion will be driven by: (1) rapid capacity addition, (2) addition of
merchant capacity to portfolio, and (3) execution of projects by EPC division

Valuation

Traditional valuation methodologies like P/E and EV/EBITDA multiples can be
misleading if used to value pure infrastructure asset holders, as project
profitability can be lumpy, given the year of commissioning and life of the
asset. Infrastructure assets, especially electric utilities, generate regular and
largely predictable cash flow streams for a fixed period. Therefore, discounted
cash flow (DCF) is best suited.

While applying the DCF one can either choose free cash flow to the firm (FCF)
or free cash flow to equity (FCFE). We prefer FCFE as individual projects are
highly geared and gearing changes as debt is rapidly paid off.

We value Lanco Infratech at Rs80/share with EPC at Rs23/share (11x Dec-11
EPS - 20% discount to mid-cap construction), Power at Rs56.8/share (DCF on
FCFE using 13% CoE), Roads at Rs2/share (DCF on FCFE using 13% CoE) and
other businesses at Rs(-1.6)/share.
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Risks

Our quantitative risk-rating system, which tracks 260-day historical share price
volatility, assigns a High Risk rating to Lanco Infratech. However, we believe a
Medium Risk rating is more appropriate given the status of projects under
implementation, industry-specific risks, financial risk and management risks.

LANCI's Medium Risk rating is more appropriate as: 1) its 6,000MW of capacity
under implementation, has fuel, land, off-take arrangement and bulk of
financing tied up; 2) The construction on a large part of this capacity is in
advanced stage; 3)The power portfolio has ~80% of capacity operating on full/
fuel cost pass-through mechanism. These factors, we believe, reduce risk
substantially.

Given that LANCI is a play on both execution and operation of power plants,
execution delays would have a bigger impact on numbers and company value.
Other downside risks that could prevent the stock from reaching our target
price include financial closure delays, fuel supply disruption, equipment
quality and lower-than-expected merchant tariffs.
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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, 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.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available
Morgan Stanley research reports in addition to CIRA research reports.

Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.

The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. 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.

This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who
reviewed this research report on behalf of CIRA. This could create a conflict of interest.

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 through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the
Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Australia to Private Banking
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private
Banking wholesale clients through bankers and relationship managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts,
investors should contact the Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and
services to clients. The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobilidrios,
BACEN - Brazilian Central Bank, APIMEC - Associacao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associacao Nacional dos Bancos
de Investimento. Av. Paulista, 1111 - 11° andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup
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Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3. The
Product is made available in France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cézanne, 8éme,
Paris, France. The Product may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co.
KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main. If the Product is
made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza,
3 Garden Road, Hong Kong. Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Product is made available in Hong
Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. The Citigroup Private Bank
and Citibank N.A. is regulated by the Hong Kong Monetary Authority. The Product is made available in India by Citigroup Global Markets India Private Limited, which is
regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia through PT Citigroup
Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof may be distributed in
Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws and regulations.
This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and Financial Institutions
Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia
or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market laws and regulations.
The Product is made available in Israel through Citibank NA, regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21
Ha'arba'ah St, Tel Aviv, Israel. The Product is made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services
Authority. Foro Buonaparte 16, Milan, 20121, Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by
Financial Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.
Shin-Marunouchi Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by Nikko Cordial Securities Inc. it is being so distributed
under license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO) website. If you
have questions regarding GEO, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is
regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). Citibank Building, 39 Da-dong,
Jung-gu, Seoul 110-180, Korea. KOFIA makes available registration information of research analysts on its website. Please visit the following website if you wish to find
KOFIA registration information on research analysts of Citigroup Global Markets Korea Securities Ltd.
http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in Malaysia by Citigroup Global
Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Citibank, 165 Jalan Ampang, Kuala Lumpur, 50450. The Product is made
available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of
Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available
through Citigroup Global Markets New Zealand Ltd. (Company Number 604457), a Participant of the New Zealand Exchange Limited and regulated by the New Zealand
Securities Commission. Level 19, Mobile on the Park, 157 Lambton Quay, Wellington. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is
regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.0. Box 4889, Karachi-74200. The Product is
made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dom
Maklerski Banku Handlowego S.A. ul. Chalubinskiego 8, 00-630 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is
licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian Federation and
brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any information contained in the Product
shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does
not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the
Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd., a Capital
Markets Services Licence holder, and regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192. The Product is made
available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that is regulated by Monetary Authority of
Singapore. Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office is at
145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the
Financial Services Board. The investments and services contained herein are not available to private customers in South Africa. The Product is made available in Spain by
Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain. The Product
is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd., which is regulated by Securities & Futures Bureau. No portion of the report
may be reproduced or quoted in Taiwan by the press or any other person. No. 1, Songzhi Road, Taipei 110, Taiwan. The Product is made available in Thailand through
Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and 29/F, 82 North Sathorn Road, Silom,
Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski
Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited,
DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority
("DFSA" to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different CIRA

ratings distribution, in percentage terms for Investments in each sector covered is made available on request. Financial products and/or services to which the Materials
relate will only be made available to Professional Clients and Market Counterparties. The Product is made available in United Kingdom by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. This material may relate to investments or services of a person outside of the UK or to other
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre,
Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets Inc, which is regulated by FINRA and the US
Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU Member States, the Product is made
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority. Many European regulators require that a firm must establish, implement
and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment research. The policy applicable to CIRA's
Products can be found at www.citigroupgeo.com. Compensation of equity research analysts is determined by equity research management and Citigroup's senior
management and is not linked to specific transactions or recommendations. The Product may have been distributed simultaneously, in multiple formats, to the Firm's
worldwide institutional and retail customers. The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services
would not be permitted. Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject to change. If
in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other risks associated with a
particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared without taking account of the
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objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice,
having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant offer
document for the product and consider it before making a decision as to whether to purchase the product.

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