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Welspun Corp (WGSR.BO) 
 Core Business Strong, but WMSL to Be a Drag 
  

 Factoring in the Apollo dilution — We have revised our estimates and target price 
for WLCO as we now take into account the Rs13bn equity infusion (in the form of GDR 
and CCD) by Apollo Group into WLCO and the resultant 25% equity dilution. In 
addition, with WLCO now acquiring an 87.5% stake in WMSL (Welspun Maxsteel – a 
0.9MMT sponge iron producer) for Rs8bn, we take a closer look at WMSL’s operations. 

 WLCO’s core business remains strong... — As per mgmt, WLCO’s core pipe 
business remains strong, with robust demand being seen globally. As before, WLCO 
continues to focus on the more lucrative North American and Middle East markets, 
besides targeting new markets such as Latam. Consequently, the company’s plants in 
the US and the Middle East are seeing strong utilization, and are completely booked for 
the next 6-9 months, with the overall order book stable at US$1.1bn.  

 ...But WMSL to be a drag — WMSL uses natural gas as a raw material in its sponge 
iron (DRI) plant. Its operations have been significantly impacted in the last 2-3 months 
with the reduction in KG gas supply (WMSL’s peak gas requirement is ~0.85 mmscmd 
of which 0.36-0.37 mmscmd of KG supply is now down to nil). This, in our view, would 
lead to a <50% utilization in FY12E vs. a normalized utilization of 94% in FY11 
(WMSL’s PAT breakeven is at a 50% utilization), with any turnaround contingent on 
additional gas supplies. 

 Revise TP to Rs160 — We have reduced our estimates as we now factor in 1) ~25% 
equity dilution impact of the Apollo Deal, and 2) reduced sales forecasts given 
shutdown in 1Q and slower ramp-up of the Anjar mill. Our TP of Rs160 (from Rs236) is 
based on 6.5x FY13E P/E (7.5x Sep-12E earlier), with the cut in the multiple reflecting 
concerns on global slowdown. We currently ascribe no value to WLCO’s stake in 
WMSL, as we expect the gas supply situation for the latter to remain challenging, with 
no immediate solution in sight. However, we continue to be positive on WLCO’s core 
pipe business, and expect order win announcements to be a key trigger for the stock.   
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Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield 

31 Mar (RsM) (Rs) (%) (x) (x) (%) (%) 

2010A 6,104 26.74 133.5 4.3 0.8 27.4 1.7 

2011A 6,330 27.68 3.5 4.1 0.7 19.9 1.7 

2012E 6,359 22.18 -19.9 5.2 0.6 15.8 2.2 

2013E 7,122 24.84 12.0 4.6 0.5 13.5 2.6 

2014E 8,296 28.94 16.5 3.9 0.4 13.1 2.6 

Source: Powered by dataCentral           

Buy/High Risk 1H
Price (30 Sep 11) Rs114.30
Target price Rs160.00

from Rs236.00   
Expected share price return 40.0%
Expected dividend yield 1.7%
Expected total return 41.7%
Market Cap Rs23,403M
  US$478M

 
 

Price Performance 
(RIC: WGSR.BO, BB: WLCO IN) 

 

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures. 

Garima Mishra 
+91-22-6631-9877 
garima.mishra@citi.com 

Saurabh Handa 
+91-22-6631-9858 
saurabh.handa@citi.com 
  

 

 Company Update 
 Target Price Change 
 Estimate Change 
 



Welspun Corp (WGSR.BO) 
30 September 2011 

 

Citigroup Global Markets 2 
 

        Fiscal year end 31-Mar 
 

2010 2011 2012E 2013E 2014E 

        Valuation Ratios     

        P/E adjusted (x) 4.3 4.2 5.2 4.6 4.0 
        EV/EBITDA adjusted (x) 2.7 2.9 2.9 2.0 1.4 
        P/BV (x) 0.8 0.7 0.6 0.5 0.5 
        Dividend yield (%) 1.7 1.7 2.2 2.6 2.6 
        Per Share Data (Rs)     
        EPS adjusted 26.74 27.68 22.08 24.77 28.82 
        EPS reported 26.74 27.68 22.08 24.77 28.82 
        BVPS 141.99 169.52 200.00 226.85 254.79 
        DPS 2.00 2.00 2.50 3.00 3.00 

        Profit & Loss (RsM)     

        Net sales 73,503 80,236 83,548 95,020 101,302 
        Operating expenses -62,377 -69,845 -73,085 -83,308 -88,111 
        EBIT 11,126 10,391 10,463 11,711 13,191 
        Net interest expense -2,071 -1,471 -1,746 -1,858 -1,724 
        Non-operating/exceptionals 185 184 661 743 863 
        Pre-tax profit 9,240 9,104 9,377 10,596 12,329 
        Tax -3,136 -2,871 -3,048 -3,497 -4,069 
        Extraord./Min.Int./Pref.div. 0 97 0 0 0 
        Reported net income 6,104 6,330 6,330 7,099 8,261 
        Adjusted earnings 6,104 6,330 6,330 7,099 8,261 
        Adjusted EBITDA 13,186 12,831 13,566 15,580 17,398 
        Growth Rates (%)     
        Sales 28.1 9.2 4.1 13.7 6.6 
        EBIT adjusted 126.4 -6.6 0.7 11.9 12.6 
        EBITDA adjusted 107.7 -2.7 5.7 14.9 11.7 
        EPS adjusted 133.5 3.5 -20.2 12.2 16.4 

        Cash Flow (RsM)     

        Operating cash flow 4,055 3,938 8,024 8,338 10,887 
        Depreciation/amortization 2,061 2,440 3,103 3,869 4,207 
        Net working capital -4,110 -4,735 -1,408 -2,631 -1,581 
        Investing cash flow -3,115 -3,372 1,600 -6,500 -6,500 
        Capital expenditure -3,571 -16,182 -7,950 -6,500 -6,500 
        Acquisitions/disposals 0 0 0 0 0 
        Financing cash flow 4,339 13,099 8,500 -1,243 -1,294 
        Borrowings -1,062 12,584 2,777 -9,600 -2,000 
        Dividends paid -478 -479 -666 -922 -922 
        Change in cash 5,279 13,664 18,124 595 3,093 

        Balance Sheet (RsM)     

        Total assets 91,425 110,428 125,581 133,363 141,244 
        Cash & cash equivalent 17,028 7,532 6,515 7,110 10,202 
        Accounts receivable 8,077 12,915 13,734 15,620 16,652 
        Net fixed assets 38,333 51,560 56,407 59,038 61,330 
        Total liabilities 62,414 73,709 78,028 71,753 72,295 
        Accounts payable 9,356 11,683 12,166 13,836 14,751 
        Total Debt 25,476 38,060 40,836 31,236 29,236 
        Shareholders' funds 29,011 36,719 47,553 61,610 68,949 

        Profitability/Solvency Ratios (%)     

        EBITDA margin adjusted 17.9 16.0 16.2 16.4 17.2 
        ROE adjusted 27.4 19.9 15.8 13.5 13.1 
        ROIC adjusted 21.4 15.2 12.1 12.2 12.7 
        Net debt to equity 29.1 83.1 72.2 39.2 27.6 
        Total debt to capital 46.8 50.9 46.2 33.6 29.8 

        

For further data queries on Citi's full coverage universe 
please contact CIRA Data Services Asia Pacific at 
CIRADataServicesAsiaPacific@citi.com or +852-2501-
2791 
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Figure 1. WLCO-Apollo Deal: Current Status 

Infusion by Infusion into Amount Comments 
Apollo Global WLCO Rs13bn Transaction complete (Rs7.9bn of CCD + Rs5.2bn of GDR) – Post CCD conversion, Apollo will have a 22% 

stake in WLCO 
WLCO WMSL Rs8bn Transaction complete – WMSL is now a subsidiary of WLCO (WLCO has a 87.5% stake in WMSL) 
Apollo Global WMSL Rs1.4bn Transaction complete – Apollo has a 12.5% stake in WMSL  

Source: Citi Investment Research and Analysis 

 

Value accretion from Welspun Maxsteel (WMSL) likely to 
be delayed 

 Post the Apollo transaction, WLCO bought out a majority (87.5%) stake in WMSL 
at a trailing normalized EV/EBITDA of ~8x, which, as highlighted earlier in our 
report (Welspun Corp (WGSR.BO) - PE Deal with Apollo – Valued Up, but Does it 
Add Value?), made it a pricey acquisition for WLCO. 

 WMSL’s operations have been significantly impacted in the last 2-3 months with 
the reduction in KG gas supply (its peak gas requirement is ~0.85 mmscmd of 
which 0.36-0.37 mmscmd of KG supply is now down to nil). This, in our view, 
would lead to a ~50% utilization in FY12E vs. a normalized utilization of 94% in 
FY11. Utilizations could remain impacted for the time being, given that LNG, at 
current price levels, remains uneconomical and KG ramp-up may not happen in 
the near-term. We estimate PAT break-even for the company at 50% utilization 
levels. 

 WMSL has a 0.9 MMT sponge-iron (DRI) capacity, which it planned to expand to 
1.7 MMTPA in the next 2 years (estimated capex of Rs3-4bn). However, with 
current operations under pressure owing to reduced gas supplies, the company 
has now put its capex plans on hold. This, in our view, is a positive for WLCO as 
further investments into WMSL’s expansion plans will now likely be deferred. 

Figure 2. WMSL – Sensitivity to Utilization 

  FY11 FY12E 
Utilization % 94% 25% 50% 75% 100% 
EBITDA Rsm 1,500 401 801 1,202 1,602 
EBITDA/ton* US$/T 39 39 39 39 39  

Source: Citi Investment Research and Analysis estimates   *Assuming EBITDA/ton remains in line with FY11 

 

Estimates revisions 

We revise our earnings estimates mainly on the back of the following: 

 We now base our EPS assumptions on the new diluted share count, post the 
Apollo deal. Thus, while the share count has increased by 25%, we are not 
building in any contribution from WMSL going forward, leading to the sharp EPS 
cut. 

 Our FY12E PAT revision is largely on account of a cut in production estimates to 
factor in the shutdown in 1Q, as well as slower than expected production ramp-
up of the new Anjar mill. We have cut production estimates for FY13/14 also as 
we now expect slower ramp-up of new capacities. 

Core Business Strong, but WMSL to Be a 
Drag 

Contribution from WMSL is significantly 

dependent on utilizations and gas 

supplies 

https://ir.citi.com/0cRdZjHTjk1WZclk%2Fw8nqmB5nv3ppwn3igVNO%2FYb7LI%3D�
https://ir.citi.com/0cRdZjHTjk1WZclk%2Fw8nqmB5nv3ppwn3igVNO%2FYb7LI%3D�
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Figure 3. WLCO – Estimates Revisions 

Year to Net Profit (Rs Mils.) Diluted EPS (Rs) Dividend Per Share (Rs) 
31-Mar Old New Old New % Chg Old New 
2012E 6,608 6,359 28.90 22.18 -23.2% 2.5 2.5 
2013E 7,779 7,122 34.02 24.84 -27.0% 3.0 3.0 
2014E 9,170 8,296 40.10 28.94 -27.8% 3.0 3.0  

Source: Citi Investment Research and Analysis estimates 

 
 

Figure 4. WLCO – Key Assumptions 

WLCO Units FY11 FY12E FY13E FY14E 
Pipe sales 000 MT 909 1,004 1,129 1,205 
Pipe capacity  000 MT 1,900 2,250 2,250 2,250 
Pipe capacity utilization % 48% 45% 50% 54% 
Plate/Coil Sales 000 MT 377 510 660 660 
Plate capacity  000 MT 1,500 1,500 1,500 1,500 
Plate capacity utilization % 25% 34% 44% 44%  

Source: Citi Investment Research and Analysis estimates 
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Welspun Corp 
 
Company description 

Welspun Corp (WLCO) is a line-pipe manufacturer with an installed pipe capacity of 
2.25 MMTPA. The company produces three types of pipes: HSAW, LSAW and 
ERW, primarily used in the oil & gas industry. It has also expanded its operations by 
backward integrating its pipe business with the manufacture of steel coils and 
plates. Its domestic operations are based out of Anjar and Dahej (in Gujarat) and 
Mandeya (in Karnataka), while it also has pipe mills in the US and Saudi Arabia. 
Currently, WLCO has an order book of ~US$1.1bn, a significant proportion of which 
are export orders. WLCO has also acquired a majority stake in Welspun Maxsteel 
(WMSL), 0.9 MMTPA sponge-iron producer. 
 
Investment strategy 

We have a Buy / High Risk (1H) rating on Welspun shares. We remain positive on 
WLCO’s core pipe business, given its high-quality product offerings, accreditations 
with key customers, and expanding capacities at a time when crude prices are high 
and global pipe demand is strong. WLCO's leverage to higher-margin international 
markets (exports are ~80% of its order book) is a key positive. WLCO has 
capacities in the US, where demand should remain strong (+150% yoy growth), and 
the Middle East, where pipeline capex is rising despite political concerns. New order 
wins should be a positive catalyst for the stock, driving capacity utilizations and 
earnings going forward. However, we are cautious on WLCO’s acquisition of 
Welspun Maxsteel, as we expect the gas supply situation for the latter to remain 
challenging, with no immediate solution in sight. 
 
Valuation 

We cut our target price to Rs160 (from Rs236) on a lower target multiple and lower 
estimates, with the cut in the multiple reflecting concerns on global slowdown.  

Our target price for WLCO of Rs160 is based on a Mar-13E P/E of 6.5x (previously 
Sep-12E P/E of 7.5x). We set our target multiple at the lower end of WLCO’s 5-year 
trading band of 5-10x, as we factor in lingering market concerns related to the 
sector and company-specific issues. Our fair-value P/E looks undemanding in light 
of WLCO's reasonable growth profile (EPS CAGR of 14% over FY12-14E). We 
believe a P/E methodology is appropriate given that WLCO operates in a cyclical 
industry. 
 
Risks 

We rate WLCO shares High Risk, as opposed to Medium Risk suggested by our 
quantitative risk-rating system, given that the resolution of the corporate-
governance issue could take time. We see the main downside risks which could 
prevent the shares from reaching our target price as being: 

Decline in crude prices - A sharp decline in crude prices would negatively affect 
exploration activities, delaying investments in fresh pipe infrastructure. 

Economic downturn - Development of new pipeline infrastructure is contingent on 
sustained economic growth. Slower growth and/or a global downturn would impact 
new order wins and growth prospects for WLCO. 
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Execution delays - WLCO has undertaken new projects to expand its capacity; any 
execution delays would be a negative for the company. 

Sourcing of raw material - WLCO is dependent to a large extent on external 
suppliers for the sourcing of raw materials for its pipe and plate mills. While it 
manages to lock-in raw material prices once it wins an order, any sharp volatility in 
steel prices could pose a risk. 

Exchange rate fluctuation - Even though there exists a natural hedge between 
WLCO's revenues and expenses, a sharp currency fluctuation could adversely hit 
the company. 

Reputational risk - Most of WLCO's key clients are in quality-conscious markets 
such as the US and Canada. Any quality issues arising from products supplied by 
Welspun could hamper its reputation in the global markets. 

Further dilution and/or value destructive acquisitions - Any further dilution or 
unrelated diversification would be negative for WLCO’s FCF generation. 
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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 
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Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. 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, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  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, Jl. 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 SMBC Nikko 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 to ‘wholesale clients’ only as defined by s5C(1) of the Financial 
Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as 
defined by the FAA, 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 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.O. Box 4889, Karachi-74200.  The Product is made available in the 
Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange 
Commission. 20th Floor Citibank Square Bldg. 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.Senatorska 16, 00-923 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. 
(“CGMSPL”), a capital markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 1 Temasek Avenue, 
#39-02 Millenia Tower, Singapore 039192, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended 
for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). 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. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in 
connection with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities 
and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL 
provides no independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client 
Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients 
who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   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 the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, 
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Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, 
Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both 
regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be 
reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers 
securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be 
considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only 
and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial 
products mentioned in the Product must take into account existing public information on such security or the financial products or any registered prospectus.  
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 a member of FINRA and registered with 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.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
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 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. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 

© 2011 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. 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 of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of 
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information 
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. 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 Firm accepts no liability whatsoever for the actions of 
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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 
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