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Cipla

Levers for earnings surprises

m We upgrade Cipla to Outperform from In-Line and raise
price target to Rs400 (Rs315 earlier) given levers for
earnings surprises and potential for valuation re-rating.

m Margin upside is visible, led by operating leverage benefits,
improved product mix and higher contribution from
developed markets.

m INR depreciation will benefit revenue and margin;
sensitivity analysis shows margin expansion of 50-150bps
for 5-15% INR depreciation.

m Potential generic Seretide launch in key EU markets in
FY13 could add 4-5% upside to revenue.

m 12-month PT of Rs400 valuing Cipla at 20x P/E.

Margin upside potential. Margin upside in the short term is
visible led by a) operating leverage benefits, b) product mix
improvements and c) higher contribution from developed
markets. Indore SEZ (20% of gross block, 8% of revenue)
achieved break-even in 2Q FY12, as per our calculation, with
potential to scale up to 15-20%-of revenue-at .peak.

Poised to gain from currency weakness. Cipla’s net

US$ export exposure is ~22% of sales; our sensitivity [analysis
shows margin gains of 50-150bps for 5-15% INR devaluation,
(4-12% upsides to our estimates). Operationally, the company’s
shorter duration forex hedges (2-3 months) and minimal debt
place it favourably to ride the current INR weakness.

Potential generic Seretide launch in EU in FY13 next
significant trigger. Cipla expects generic Seretide approval for
some key EU markets in FY13. We currently model no such
upside due to registration complexities (for product and device),
but a potential approval for MDI adds US$50-70m (4-5% of
revenue) to estimates on an annual basis.

Earnings growth = re-rating. Cipla’s valuations over the past
4-5 years have de-rated, tracking the 12-13% CAGR earnings
growth in FY08-11 (50% lower than FY03-08) and currently is
25-30% lower than peak valuations. Current upward trajectory
(17% CAGR over FY11-14E) position the stock for a valuation
re-rating given lower earnings volatility, healthy balance sheet,
potential for improved ratios and a reasonable risk-reward ratio.
We raise our 12 month PT to Rs400 valuing it at 20x (18x
earlier), which is in-line with peers like Sun Pharma and Dr.
Reddy’s. Key risks include potential negative impact of DPCO
outcomes.
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PRICE (as at 11 January 2012) PRICE TARGET

Rs340.55

Rs400.00

Bloomberg code
CIPLA IN

Market cap
Rs273,428m (US$5,288m)

Reuters code
CIPL.BO

12 month range
Rs274.50 - 354.60

EPS adj est change 20RE - 20BE 12%

Year end: March 2011 2012E  2013E  2014E
Sales (Rsm) 63,145 68,721 78,469 88,812
EBITDA (Rsm) 13,276 15,711 18,766 21,840
EBIT (Rsm) 10,734 12,884 15,661 18,432
Pretax profit (Rsm) 11,625 13,969 16,471 19,242
Net profit adjusted (Rsm) 9,896 11,400 13,566 15,816
FCF (Rsm) (429) 6,090 5,492 8,299
EPS adjusted (Rs) 12.32 14.20 16.90 19.70
DPS (Rs) 2.00 3.19 3.80 4.43
Book*value/share (Rs) 83.03 93.49 105.94 120.45
EPS growth adj (%) -3.1 15.2 19.0 16.6
DPS:growth (%) 0.0 59.7 19.0 16.6
EBITDA margin (%) 21.0 229 23.9 246
EBIT margin (%) 17.0 18.7 20.0 20.8
Net margin adj (%) 15.7 16.6 17.3 17.8
Div payout (%) 16.2 225 225 225
Net gearing (%) 71 1.9 -2.1 -7.5
ROE (%) 15.7 16.1 16.9 17.4
ROCE (%) 15.4 15.8 171 17.9
EV/Sales (x) 4.2 4.0 35 3.0
EV/EBITDA (x) 20.1 175 145 12.2
PBR (x) 3.9 3.6 3.2 2.8
PER adj (x) 26.8 24.0 20.2 17.3
Dividend yield (%) 0.6 0.9 11 1.3

Source: Company, Standard Chartered Research estimates
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Cipla BSE SENSEX 30 INDEX (rebased)
Share price (%) -1mth  -3mth -12mth
Ordinary shares 5 21 -2
Relative to Index 5 24 17

Relative to Sector

Major shareholder
Free float
Average turnover (US$)

Promoter (36.8%)
63%
8,475,329

Source: Company, FactSet
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Investment argument

Margin upside visible in the short term

We believe Cipla has the potential to deliver further margin expansion surprises despite its
partnership export model constraining overall margins in comparison to peers (~12% average
discount to peers like Dr Reddy’s, Ranbaxy and Sun Pharma, even after discounting for “limited
competition” products), see Fig 1 below. Future margin performance will be buoyed by a)
operating leverage benefits, b) improvement in product mix, c) higher contribution from developed
markets and d) recent currency movements. We thus increase our overall margin assumptions by
20-50bps for FY13/14.

Fig 1 — Cipla has lower margins than most large cap peers

Gross margin EBITDA margin
100 40 38
78 3
80 7
65 64 69 30
5698 62 23 29
60 4 5 21 22 2021
= R 20 1
40 12
0 < > 0 < >
[a) z S o a z 1S o
2 5 § 3 3 ¢ = 5 £ 3 3
o o a O o o
EFY11 B1HFY12 EFY11 E1HFY12

Source: Company, Standard Chartered Research

Large capacities being commercialized — potential for operating leverage

Cipla’s EBITDA margin has improved 140bps (end 2Q FY12) to 23.7% from FY05 levels of
22.4%. Our analysis of this margin recovery shows that it has been led by improved gross
margins. Gross margins have improved 300bps from FY10 to 2Q FY12 (and 500bps in the past
six years). Fixed costs, in our analysis, has contributed 650bps negatively to overall margins, with
overall fixed costs having grown at a 23% CAGR over FY05-11, against revenue growth of 19%
during the same period (see Fig 2 below).

Fig 2 — Fixed costs have outpaced sales growth in the past six years
FY05 FY11l CAGR (%) QI1FY12 %yoy Q2FY12 % yoy

Net sales (ex tech income) 21,813 61,303 18.8 15,676 7.0 17,563 10.0
Staff costs 1,166 4,895 27.0 1,712 24.0 1,875 36.0
Other fixed costs 5,380 17,504 21.7 3,824 24.0 4,413 17.0
Total fixed costs 6,546 22,399 22.8 5,537 24.0 6,288 22.0
EBITDA 5,054 13,276 17.5 3,457 -1.0 4,158 22.0
Gross margins (%) 51.4 56.5 57.4 59.5

EBITDA margins (%) 22.4 21.0 22.0 23.7

Source: Company, Standard Chartered Research

This sharp increase in fixed costs, in our view, is primarily due to the stepped up capex incurred
by the company in the past few years. Total capex during FY08-11 was Rs26bn, increasing total
gross fixed assets by 85% during the period. This included investments for formulations (Indore
~Rs9bn and Sikkim ~Rs3.1bn), APIs (Kurukumbh, Bangalore and Patalganga) and R&D facilities.
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Fig 3 — Gross fixed asset increased by 85% over the past four years
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Fig 4 — Capex additions have been higher in FY09 and FY11 as plants got commissioned

Incremental net sales 5.7 9.5 4.0 7.7
Incremental fixed cost 3.0 3.2 1.3 4.7
Incremental gross fixed asset 5.6 6.2 5.2 9.4

Source: Company, Standard Chartered Research

As shown in Fig 4 above, capex additions have not been uniform, with higher additions in FY09
and FY11, as plants have got commercialized. The recent spike in FY11 can largely be explained
by acquisition of Meditab assets and commercialization of Indore SEZ in May '10.

We believe that Cipla’s margins are poised to benefit significantly from higher operating leverage
over the medium term, especially as the company moves to commercialize its large investments
incurred over the past 4-5 years. To highlight, the Indore SEZ facility (20% of current gross block)
has seen a steady sequential ramp up (see Fig 5 below) in revenue, with the plant now clocking
revenue of ~Rs1.5bn quarterly (see Fig 5 below) and could contribute almost 10% of FY12
company revenue, as per our estimates. Conversely, the company is currently incurring ~Rs600-
700m as fixed costs every quarter from this plant, which would see some scale benefits as the
capacities are more efficiently utilized. As per our estimates, on a company gross margin of ~55%,
the Indore SEZ would have broken even in 2Q FY12, and could contribute positively to margins
from 3Q, with capacity scale-up providing upside benefits.

Fig 5 — We expect Indore SEZ to contribute ~10% of sales in FY12

4QFY11 1QFY12 2QFY12 FY11 FY12E
Indore SEZ sales 600 1,400 1,500 1,000 7,000
% of total sales 3.4 8.8 8.4 1.6 10.0
Total sales 17,881 15,911 17,825 61,726 68,353

Source: Company, Standard Chartered Research Estimates

On a gross fixed asset turnover basis of 1.5-2x, we believe the Indore SEZ could ramp up sales
to around Rs18-20bn at peak, in our view. However, predicting the timing of such a quantum
jump in revenue is difficult and would be contingent on the plant getting mandatory key regulatory
approvals, including USFDA approvals. According to the company, it expects to file for USFDA in
FY13 and thus we would expect such approvals 12-18 months post such filings.

Product mix improvements

A second leg for margin support comes from the improved product mix. Cipla’s recent export
growth has been led by Africa/MEA, which contributed 56% of total incremental export growth in
FYO04-11. The bulk of exports in these markets comprise ART (anti-retroviral therapy) sales that
are typically government contracts with high volume and low margins, marked by intense
competition. Cipla has indicated that it has recently begun to focus on better profit realizations in
its tender business, even at the expense of revenue.
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Fig 6 — Export growth has been led by Africa/MEA geographies
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We see developed market business gaining traction (currently 29% of exports, as per our
estimates), as many of Cipla’s existing partnership contracts (22 in US, 60 in EU) await
commercialization. This should help overall profitability in the businesses, in our view.

Currency depreciation to help margins expand

We estimate Cipla has a net US$ export exposure ((Total exports less EU exports) — (Total
Imports less estimated Forex fixed costs)) of ~22% of sales, which would imply that Cipla should
be a net beneficiary of the current depreciation in the Indian currency, both in revenue and also in
margins. Our sensitivity analysis shows that 5-15% depreciation in the INR would expand
margins by 50-150bps (see Fig 7 below) from our current margin estimate of ~24% for FY13.

Cipla does hedging on a monthly basis for net exports (US$190m in 2Q FY12, covering 2-3
months of exports), which is relatively of a shorter duration compared to most of peers. Thus we
expect the company to be an early beneficiary of the recent currency depreciation. Moreover, its
balance sheet position is also healthy, with marginal impact due to minimal debt on books.

Fig 7 — Sensitivity analysis — Impact on margin due to INR depreciation for FY13 estimates

Sales 78,469 80,258 82,047 83,836
EBITDA 18,766 19,633 20,501 21,368
EBITDA margin (%) 23.9 245 25.0 255
Increase in margin from base case (bps) 55 107 157

Source: Company, Standard Chartered Research Estimates

Inhaler opportunity profitable, but regulatory challenges remain

An important option value to Cipla will be the supply of inhalers to regulated markets, where Cipla
currently has four approvals and at least six products in the pipeline. Cipla has a relatively
attractive competitive position around inhalers, with an early mover advantage in the EU and a
reasonably strong franchise in India. Inhalers contribute almost 15-20% of Cipla’s total sales
(similar share both in exports and domestic formulations). Cipla is the leader in the domestic
market (estimated at ~55% market share in anti-asthmatic products and 70% market share in the
inhaler market.) Fig 8 shows sales of inhalers/aerosols over the past seven years.
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Fig 8 — Volume of aerosols have increased Fig 9 — Value of sales have increased
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Regulated markets, including the US and the EU, offer the largest pie, with the EU itself
representing Euro1.8bn of branded sales, in mono and combo therapies. It currently has
approvals for some mono therapies including budesonide inhalers in Germany, Portgual and
Spain, salmeterol inhalers in the UK, Germany, Poland and Ireland and beclomethasone in
Portugal.

The next trigger for Cipla in inhalers would come from combination therapy approvals. According
to the company, it is expecting approval for generic Seretide (fluticasone/salmeterol) in the EU
next year, which would be a significant approval for the company, representing its first
combination approval in these markets. The total Seretide market in the EU is ~US$1.8 bn, as
shown in Fig 10 below, with ~65% of the market in DPI (dry powder inhalers) form.

Fig 10 — DPIs form almost 65% of the market for Seretide in the EU

2,000
1,600
c
E1,200
@
> 800
400
H = = B
) .
Germany Italy Spain France UK Total market size
HDiskus BHFA

Source: Standard Chartered Research

We believe that Cipla would most likely be targeting approvals in the MDI (metered dose inhalers)
segment in the first phase, which is approximately one-third of the available opportunity in the EU,
with the key market of the UK contributing almost 55% of the MDI market in Seretide. We believe
that Cipla has a partnership with Neolabs for generic Seretide in the UK. While the basic patent
on the combination had expired in Sep 10, Seretide is covered by a Supplementary Protection
Certificate (SPC) extending patent protection until Sep '13. Neolab has filed to invalidate the
combination patent in key markets like Germany and the UK.

In the US market, Cipla is currently developing a fluticasone/azelastine nasal spray combination
for Meda, which is currently in Phase Ill trials. This arrangement has also been extended for other
key markets like the EU, Brazil, Australia and Japan and could lead to US$5m on registration in
each country and up to US$10m on attainment of certain milestones. Meda has filed for USFDA
approval in April 2011 with a PDUFA data set for May 2012, and is also expected to file for
Europe approvals shortly.
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We have not built in a separate revenue stream for upside from such approvals, despite the
Seretide opportunity being a fairly lucrative one for the company, with possibly only 2-3 other
generic players. The registration process is fairly complex, including data from separate trials and
device level complexities. Assuming a 20-25% market share with 30-40% price erosion, the total
market for generic Seretide in MDIs in the EU could represent almost US$70-80m with the UK
itself offering a market of US$50m for the company, as per our estimates. We have also not built
in separate upside from revenue or milestone on account of Meda in our estimates, where there
is a potential for milestone incomes in the next few quarters.

Valuation

Cipla’s valuations have been volatile, but have generally trended lower in the past five years.
From a peak valuation of 28-30x, the stock saw a significant de-rating, with lows of 13-15x in
2008 and current 18x. This de-rating tracked the underwhelming operations of the company, as

profit growth halved to 12-13% CAGR over FY08-11 from the historical 23-24% CAGR over
FY03-FY08.

Fig 11 — Cipla: PE band
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On a relative basis, the stock has underperformed its larger peers (see Fig 12 below). From a

historical premium of 20-25% to peers, the stock’s de-rating saw it trade at a discount to its larger
peers in 1H FY12.

Fig 12 — Cipla has come-off from its historical premium to peers, is now trading at par
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We believe that Cipla has the potential to surprise positively on earnings, given the above
discussed levers for margin surprises. While margin upside is more visible in the short term
(currency, operating leverage), the company could see significant upgrades if it secures
approvals for generic Seretide in some of the key markets in the EU. As highlighted earlier, the
company is expecting at least one market approval next year in the EU in generic Seretide and
we estimate full year sales of at least US$70-80m from the MDI segment alone, assuming

approvals across all key markets in the EU. This would represent 4-5% upside to our FY13
revenue estimates.

| Equity Research |
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Given its valuation history of valuation premium, lower earnings volatility, potential for improved
return ratios and healthy balance sheet, this would set the stage for valuations to also re-rate, in
our view. Moreover, the earnings trajectory is also expected to improve significantly, with
projected earnings CAGR of 17% over FY11-14E in our forecast period. This would be supported
by option value in inhalers (especially combos and potential for the company to execute a large
strategic contract in this segment). Moreover, the stock also scores favourably on a risk adjusted
basis, given the lower revenue growth built in consensus (and our estimates) and lowered risk of
negative surprises.

We thus set a new PT of Rs400 (Rs 315 earlier) and upgrade the stock to Outperform, basing our
PT on 20x (18x earlier). We have marginally increased our margin estimates by 20-50bps in
FY13-14E to factor in short-term currency movements.
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Income statement (Rsm)

Cash flow statement (Rsm)

Year end: Mar 2010 2011 2012E 2013E 2014E  Year end: Mar 2010 2011 2012E  2013E  2014E
Sales 56,057 63,145 68,721 78,469 88,812 EBIT 12,125 10,734 12,884 15,661 18,432
Gross profit 31,527 35,674 40,339 45,904 51,955 Depreciation & amortisation 1,671 2,542 2,827 3,106 3,408
SG&A (16,471) (21,173) (23,525) (25,924) (28,745) Net interest 186 891 1,085 810 810
Other income 0 0 0 0 0 Tax paid (2,285) (2,320) (2,794) (3,566) (4,175)
Other expenses (1,261) (1,226) (1,103) (1,213) (1,371) Changes in working capital (1,310) (2,889) (2,912) (5,519) (5,176)
EBIT 12,125 10,734 12,884 15661 18,432 Others 950 0 0 0 0
Net interest 186 891 1,085 810 810 Cash flow from operations 11,337 8,957 11,090 10,492 13,299
Associates 0 0 0 0 0
Other non operational 0 0 0 0 0 Capex (5,037) (9,386) (5,000) (5,000) (5,000)
Exceptional items 950 0 0 0 0  Acquisitions (1,664) (3,440) 0 0 0
Pretax profit 13,261 11,625 13,969 16,471 19,242 Disposals 0 224 225 225 230
Taxation (2,435) (1,952) (2,794) (3,129) (3,656) Others 0 0 0 0 0
Minority interests 0 224 225 225 230 Cash flow from investing (6,700) (12,602) (4,775) (4,775) (4,770)
Exceptional items after tax 0 (1) 0 0 0
Net profit 10,826 9,806 11,400 13,566 15,816 Dividends (1,873) (1,973) (3,001) (2,565) (3,052)
Issue of shares 6,656 293 0 0 0
Net profit adj 10,050 9,896 11,400 13,566 15,816 Change in debt (9,352) 5,668 0 0 0
EBITDA 13,795 13,276 15,711 18,766 21,840 Other financing cash flow 0 0 0 0 0
Cash flow from financing (4,568) 3,988 (3,001) (2,565) (3,052)
EPS (Rs) 13.70 12.32 14.20 16.90 19.70
EPS adj (Rs) 12.72 12.32 14.20 16.90 19.70 Change in cash 69 344 3,314 3,152 5,477
DPS (Rs) 2.00 2.00 3.19 3.80 4.43  Exchange rate effect 0 0 0 0 0
Avg fully diluted shares (m) 790 803 803 803 803  Free cash flow 6,300 (429) 6,090 5,492 8,299

Balance sheet (Rsm)

Financial ratios and other

Year end: Mar 2010 2011 2012E 2013E 2014E  Year end: Mar 2010 2011 2012E 2013E 2014E
Cash 621 1,010 4,324 7,476 12,953 Operating ratios
Short term investments 0 0 0 0 0 EBITDA margin (%) 24.6 21.0 22.9 23.9 24.6
Accounts receivable 15,666 14,908 16,945 19,348 21,899 EBIT margin (%) 216 17.0 18.7 20.0 20.8
Inventory 15,126 19,062 20,710 23,648 26,765 Net margin adj (%) 17.9 15.7 16.6 17.3 17.8
Other current assets 12,260 11,619 12,781 14,059 14,762 Effective tax rate (%) 18.4 16.8 20.0 19.0 19.0
Total current assets 43,673 46,599 54,761 64,532 76,379 Sales growth (%) 71 12.6 8.8 14.2 13.2
Net income growth (%) 40.4 -8.6 15.2 19.0 16.6
PP&E 26,954 33,799 35972 37,866 39,458 EPS growth (%) 38.1 -10.0 15.2 19.0 16.6
Intangible assets 0 0 0 0 0 EPS growth adj (%) 28.2 -3.1 15.2 19.0 16.6
Associates and JVs 0 0 0 0 0 DPS growth (%) 0.0 0.0 59.7 19.0 16.6
Other long term assets 2,464 5,904 5,904 5,904 5,904
Total long term assets 29,418 39,703 41,876 43,770 45,362 Efficiency ratios
ROE (%) 211 15.7 16.1 16.9 17.4
Total assets 73,091 86,302 96,637 108,302 121,742 ROCE (%) 19.9 15.4 15.8 171 17.9
Asset turnover (x) 0.8 0.8 0.8 0.8 0.8
Short term debt 0 0 0 0 0 Opcash/EBIT (x) 0.9 0.8 0.9 0.7 0.7
Accounts payable 9,980 9,581 10,382 11,482 12,677 Depreciation / CAPEX (x) 0.3 0.3 0.6 0.6 0.7
Other current liabilities 0 0 0 0 0 Inventory days 216.6 2271 255.7 248.6 249.6
Total current liabilities 9,980 9,581 10,382 11,482 12,677 Accounts receivable days 111.3 88.4 84.6 84.4 84.8
Accounts payable days 149.6 129.9 128.4 122.5 119.6
Long term debt 51 5,719 5,719 5,719 5,719
Convertible bonds 0 0 0 0 0 Leverageratios
Deferred tax 1,792 2,131 2,131 2,131 2,131 Net gearing (%) -1.0 71 1.9 -2.1 -7.5
Other long term liabilities 2,164 2,210 3,345 3,915 4,507  Debt/capital (%) 0.1 75 6.6 5.9 5.2
Total long term liabilities 4,006 10,060 11,195 11,765 12,357 Interest cover (x) 122.6 67.2 112.0 391.5 460.8
Debt/EBITDA (x) 0.3 0.2 0.4 0.3 0.3
Total liabilities 13,986 19,641 21,576 23,247 25,034 Current ratio (x) 4.4 4.9 5.3 5.6 6.0
Shareholders’ funds 59,106 66,661 75,061 85,056 96,708 Valuation
Minority interests 0 0 0 0 0 EV/Sales (x) 4.1 4.2 4.0 3.5 3.0
EV/EBITDA (x) 16.7 20.1 17.5 14.5 12.2
Total equity 59,106 66,661 75,061 85,056 96,708 EV/EBIT (x) 19.0 24.9 213 17.3 14.4
PER (x) 20.9 26.8 24.0 20.2 173
Total liabilities and equity 73,091 86,302 96,637 108,302 121,742 PER adj (x) 225 26.8 24.0 20.2 17.3
PBR (x) 4.5 3.9 3.6 3.2 2.8
Net debt (cash) (570) 4,708 1,394 (1,758) (7,235) Dividend yield (%) 0.7 0.6 0.9 1.1 1.3
Year end shares (m) 803 803 803 803 803
Source: Company, Standard Chartered Research estimates
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IL : Rs465.00 IL : Rs475.00 IL : Rs490.00 IL: Rs525.00
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Torrent Pharmaceuticals Ltd.

31/03/11
IL : Rs600.00

01/08/11
IL: Rs630.00

19/10/11
IL: Rs615.00

680

660
640
620 A
600
580 1
560 A
540 1
520 1
500

Jan 11 Feb11 Mar11 Apr 11

May 11 Jun 11 Jul 11 Aug 11 Sep 11 Oct11 Nov11 Dec 11 Jan 12

Source: FactSet prices / SCB ratings and price targets

Recommendation Distribution and Investment Banking Relationships

% of companies assigned this rating

% of covered companies with which SCB has provided investment

currently assigned this rating banking services over the past 12 months

OUTPERFORM 57.0% 9.6%
IN-LINE 31.1% 9.7%
UNDERPERFORM 11.9% 12.7%

Research Recommendation

Terminology

Definitions

OUTPERFORM (OP)

The total return on the security is expected to outperform the relevant market index by 5% or more
over the next 12 months

The total return on the security is not expected to outperform or underperform the relevant market

IN-LINE (IL) index by 5% or more over the next 12 months
UNDERPERFORM The total return on the security is expected to underperform the relevant market index by 5% or
(UP) more over the next 12 months

SCB uses an investment horizon of 12 months for its price targets.
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Additional information, including disclosures, with respect to any securities referred to herein will be available upon request. Requests should be
sent to scer@sc.com.

Global Disclaimer: Standard Chartered Bank and/or its affiliates ("SCB”) makes no representation or warranty of any kind, express, implied or statutory
regarding this document or any information contained or referred to in the document. The information in this document is provided for information purposes
only. It does not constitute any offer, recommendation or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment
strategy, nor does it constitute any prediction of likely future movements in rates or prices or represent that any such future movements will not exceed those
shown in any illustration. The stated price of the securities mentioned herein, if any, is as of the date indicated and is not any representation that any
transaction can be effected at this price. While all reasonable care has been taken in preparing this document, no responsibility or liability is accepted for errors
of fact or for any opinion expressed herein. The contents of this document may not be suitable for all investors as it has not been prepared with regard to the
specific investment objectives or financial situation of any particular person. Any investments discussed may not be suitable for all investors. Users of this
document should seek professional advice regarding the appropriateness of investing in any securities, financial instruments or investment strategies referred
to in this document and should understand that statements regarding future prospects may not be realised. Opinions, forecasts, assumptions, estimates,
derived valuations, projections, and price target(s), if any, contained in this document are as of the date indicated and are subject to change at any time without
prior notice. Our recommendations are under constant review. The value and income of any of the securities or financial instruments mentioned in this
document can fall as well as rise and an investor may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be
incurred. Foreign-currency denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a positive or adverse
effect on the value, price or income of such securities and financial instruments. Past performance is not indicative of comparable future results and no
representation or warranty is made regarding future performance. While we endeavour to update on a reasonable basis the information and opinions contained
herein, there may be regulatory, compliance or other reasons that prevent us from doing so. Accordingly, information may be available to us which is not
reflected in this material, and we may have acted upon or used the information prior to or immediately following its publication. SCB is not a legal or tax adviser,
and is not purporting to provide legal or tax advice. Independent legal and/or tax advice should be sought for any queries relating to the legal or tax implications
of any investment. SCB, and/or a connected company, may have a position in any of the securities, instruments or currencies mentioned in this document.
SCB and/or any member of the SCB group of companies or its respective officers, directors, employee benefit programmes or employees, including persons
involved in the preparation or issuance of this document may at any time, to the extent permitted by applicable law and/or regulation, be long or short any
securities or financial instruments referred to in this document and on the website or have a material interest in any such securities or related investment, or
may be the only market maker in relation to such investments, or provide, or have provided advice, investment banking or other services, to issuers of such
investments. SCB has in place policies and procedures and physical information walls between its Research Department and differing public and private
business functions to help ensure confidential information, including ‘inside’ information is not disclosed unless in line with its policies and procedures and the
rules of its regulators. Data, opinions and other information appearing herein may have been obtained from public sources. SCB makes no representation or
warranty as to the accuracy or completeness of such information obtained from public sources. You are advised to make your own independent judgment
(with the advice of your professional advisers as necessary) with respect to any matter contained herein and not rely on this document as the basis for making
any trading, hedging or investment decision. SCB accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special,
incidental, consequential, punitive or exemplary damages) from use of this document, howsoever arising, and including any loss, damage or expense arising
from, but not limited to, any defect, error, imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any
unavailability of the document or any part thereof or any contents or associated services. This material is for the use of intended recipients only and in any
jurisdiction in which distribution to private/retail customers would require registration or licensing of the distributor which the distributor does not currently have,
this document is intended solely for distribution to professional and institutional investors.

Country-Specific Disclosures - If you are receiving this document in any of the countries listed below, please note the following:

United Kingdom and European Economic Area: Standard Chartered Bank is authorised and regulated in the United Kingdom by the Financial Services
Authority. This communication is not directed at Retail Clients in the European Economic Area as defined by Directive 2004/39/EC. Nothing in this document
constitutes a personal recommendation or investment advice as defined by Directive 2004/39/EC.

Australia: The Australian Financial Services Licence for Standard Chartered Bank is Licence No: 246833 with the following Australian Registered Business
Number (ARBN: 097571778). Australian investors should note that this document was prepared for “wholesale clients” only within the meaning of section 761G
of the Australian Corporations Act 2001 (Act) and the Corporations Regulations. This document is not directed at persons who are “retail clients” as defined in
the Australian Corporations Act 2001. Brazil: SCB disclosures pursuant to the Securities and Exchange Commission of Brazil (‘CVM”) Instruction 483/10: This
research has not been produced in Brazil. The report has been prepared by the research analyst(s) in an autonomous and independent way, including in
relation to SCB. THE SECURITIES MENTIONED IN THIS DOCUMENT HAVE NOT BEEN AND WILL NOT BE REGISTERED PURSUANT TO THE
REQUIREMENTS OF THE SECURITIES AND EXCHANGE COMMISSION OF BRAZIL AND MAY NOT BE OFFERED OR SOLD IN BRAZIL EXCEPT
PURSUANT TO AN APPLICABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS AND IN COMPLIANCE WITH THE SECURITIES LAWS OF
BRAZIL. Hong Kong: This document is being distributed in Hong Kong by, and is attributable to, Standard Chartered Bank (Hong Kong) Limited which is
regulated by the Hong Kong Monetary Authority. India: This document is being distributed in India by Standard Chartered Securities (India) Limited which is a
SEBI registered broker and a member of the Bombay Stock Exchange Limited and The National Stock Exchange of India Limited. Korea: This document is
being distributed in Korea by, and is attributable to, Standard Chartered Securities Korea Limited which is regulated by the Financial Supervisory Service.
Singapore: This document is being distributed in Singapore by Standard Chartered Bank Singapore Branch only to accredited investors, expert investors or
institutional investors, as defined in the Securities and Futures Act, Chapter 289 of Singapore. Recipients in Singapore should contact Standard Chartered
Bank Singapore Branch in relation to any matters arising from, or in connection with, this document. South Africa: SCB is licensed as a Financial Services
Provider in terms of Section 8 of the Financial Advisory and Intermediary Services Act 37 of 2002. SCB is a Registered Credit Provider in terms of the National
Credit Act 34 of 2005 under registration number NCRCP4. United States: Except for any documents relating to foreign exchange, FX or global FX, Rates or
Commodities, distribution of this document in the United States or to US persons is intended to be solely to major institutional investors as defined in Rule 15a-
6(a)(2) under the US Securities Act of 1934. All US persons that receive this document by their acceptance thereof represent and agree that they are a major
institutional investor and understand the risks involved in executing transactions in securities. Any US recipient of this document wanting additional information
or to effect any transaction in any security or financial instrument mentioned herein, must do so by contacting a registered representative of Standard
Chartered Securities (North America) Inc., 1095 Avenue of the Americas, New York, N.Y. 10036, US, tel + 1 212 667 0700. WE DO NOT OFFER OR SELL
SECURITIES TO U.S. PERSONS UNLESS EITHER (A) THOSE SECURITIES ARE REGISTERED FOR SALE WITH THE U.S. SECURITIES AND
EXCHANGE COMMISSION AND WITH ALL APPROPRIATE U.S. STATE AUTHORITIES; OR (B) THE SECURITIES OR THE SPECIFIC TRANSACTION
QUALIFY FOR AN EXEMPTION UNDER THE U.S. FEDERAL AND STATE SECURITIES LAWS NOR DO WE OFFER OR SELL SECURITIES TO U.S.
PERSONS UNLESS (i) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL ARE PROPERLY REGISTERED OR LICENSED TO
CONDUCT BUSINESS; OR (ii)) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL QUALIFY FOR EXEMPTIONS UNDER
APPLICABLE U.S. FEDERAL AND STATE LAWS.

© Copyright 2012 Standard Chartered Bank and its affiliates. All rights reserved. All copyrights subsisting and arising out of all materials, text, articles and
information contained herein is the property of Standard Chartered Bank and/or its affiliates, and may not be reproduced, redistributed, amended, modified,
adapted, transmitted in any form, or translated in any way without the prior written permission of Standard Chartered Bank.
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