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  India Computer Services       
  

Joining the dots: Pick-up to 
take time 

   
 
 

 Stability, not recovery; Recovery to take time, in our view 
We remain bearish on Indian IT stocks. We believe ‘stability’ is not recovery & that 
incrementally the Rupee  poses downside risk to ests. Based on channel checks, 
including discussions with the senior partner/CEOs of two leading global IT 
outsourcing consultants, TPI & Alsbridge, we believe decisions are still not being 
taken & any recovery could be slow. We see no pricing power. We maintain our 
Underperform ratings on TCS, Infosys, Wipro & HCL Tech at 14-17x FY11 PE  & 
0-4% 2yr EPSg. Of these, we have a relative preference for TCS on valuation & 
lower Re sensitivity. Greatest risk of disappointment from Wipro/HCL Tech. Niche 
buys: MphasiS (8xFY11) on offshoring by EDS & WNS (7x FY11) on BPO.  

CY09:“Summer pause now” & ramp ups likely next year 
Good news: Market is not worsening & Requests for Information (RFIs) have 
picked up, but of course, pick up in discussions is from a much lower base than 
last year & budgets are unlikely to change this year. Bad news: Decisions still not 
being taken, given client business confidence is yet fragile. Secondly, the impact 
of the sluggish summer months, starting now, could be more pronounced this 
year. Finally, given start up costs of a new deal can be high, savings from 
offshoring may be difficult to achieve this year, & hence the bulk of the deals could 
ramp next year.  

CY10: Flattish budgets? Optimisation, buzz word 
In line with our view that global macro recovery will likely be slow, consultants &   
customers confirm that “optimization” is the theme in IT spending. Hence, the 
pace of recovery in IT spending is debatable in 2010. Our best estimate is that 
budgets remain flattish next year & recovery in IT services could be late cycle.  

Pricing risk: Too early to call victory  
Pricing steadiness post the 5-15% pressure seen earlier in the year likely reflects 
improved sentiment, but could re-surface, in our view, when deals close. Near 
term pricing pressure stems from currently low levels of utilization. In BPO, 
competition from locations like Philippines could cap prices.  

Offshore vendors could fare better, but competition stiff 
Growth trends for offshore vendors are flat to positive, in our view, given the value 
offered & likely greater ‘passion’ of Indian vendors vs incumbents. That said, we 
have heard of a couple of global vendors being very competitive on pricing. 
Accenture has ~40,000 people in India now & IBM close to 55,000 in exports. 
Also alternate "near shore" locations including Mexico, domestic US, 
Costa Rica etc. could nibble at demand, at the margin.  
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Table 1: IT Valuation Summary 

 
Tata 

Consultancy Wipro 
Infosys 

Tech Patni HCL 
Tech 

Mahindra 
Rolta 
India Mastek 

Infotech 
India MphasiS 

Hexaware 
Tech 

Educomp 
Solu 

ML Code TACSF WIPRF INFYF PATIF XHCLF TMHAF RLTAF MSKDF IFKFF MPSSF XFTCF EUSOF 
Bloomberg Code TCS IN WPRO 

IN INFO IN PATNI 
IN 

HCLT 
IN TECHM IN RLTA IN MAST 

IN INFTC IN MPHL IN HEXW IN EDSL IN 

ML Rating C-3-7 C-3-7 C-3-7 C-1-7 C-3-7 C-2-7 C-3-8 C-3-7 C-3-7 C-1-7 C-3-7 C-1-7 
Currency INR INR INR INR INR INR INR INR INR INR INR INR 
Year End Mar Mar Mar Dec Jun Mar Jun Jun Mar Oct Dec Mar 
Nprice 380  380  1,770  242  192  761  128  219  150  391  49  3,063  
Market Cap in mn $ 15,487  11,612  21,128  645  2,680  1,931  430  123  173  1,703  147  1,104  

              
EPS             
 EPS Rs FY08 25.6  22.5  79.2  33.5  15.4  50.7  14.5  44.2  15.4  14.1  7.7  38.0  
 EPS Rs FY09 26.4  26.7  102.5  27.0  15.6  59.4  14.7  48.0  16.7  41.7  4.1  71.4  
 EPS Rs FY10E 26.2  24.9  95.6  23.5  12.5  43.8  10.8  31.1  18.8  43.3  4.1  115.3  
 EPS Rs FY11E 28.6  26.0  102.6  27.1  14.6  50.1  12.2  28.9  18.5  51.5  4.9  169.4  
              
 EPS gr % FY08 22.6% 10.3% 21.0% 29.7% -18.3% 7.7% 37.6% 16.6% 2.0% nm -11.4% 146.3% 
 EPS gr % FY09 3.0% 18.7% 29.5% -19.4% 1.6% 17.0% 1.4% 8.4% 8.3% nm -46.4% 87.8% 
 EPS gr % FY10E -1.0% -6.9% -6.8% -12.7% -20.2% -26.2% -26.4% -35.1% 12.2% 4.0% 1.0% 61.6% 
 EPS gr % FY11E 9.3% 4.4% 7.3% 15.0% 16.8% 14.4% 12.6% -7.2% -1.3% 18.8% 17.9% 46.9% 
              
PE (FY08 EPS)(x) 14.8  16.9  22.4  7.2  12.5  15.0  8.8  5.0  9.7  nm 6.4  80.6  
PE (FY09 EPS)(x) 14.4  14.2  17.3  9.0  12.3  12.8  8.7  4.6  9.0  9.4  12.0  42.9  
PE (FY10E EPS)(x) 14.5  15.3  18.5  10.3  15.4  17.4  11.8  7.0  8.0  9.0  11.8  26.6  
PE (FY11E EPS)(x) 13.3  14.7  17.3  8.9  13.2  15.2  10.5  7.6  8.1  7.6  10.0  18.1  
              
EV/EBITDA (FY08)x 12.5  13.7  17.7  3.1  7.4  11.0  4.98  3.0  6.5  17.4  4.9  40.5  
EV/EBITDA (FY09)x 10.0  10.5  12.5  3.6  6.4  7.4  4.28  2.7  6.4  6.1  4.6  20.4  
EV/EBITDA (FY10E)x 9.9  10.0  13.1  3.5  5.8  7.7  4.47  3.9  4.7  5.2  4.5  11.3  
EV/EBITDA (FY11E)x 8.4  9.0  11.3  2.1  5.9  6.8  3.86  3.8  4.8  4.3  4.9  7.8  
              
EBIT % FY08 22.6% 17.3% 27.8% 17.9% 18.2% 16.9% 23.5% 14.2% 12.6% 15.1% 9.3% 32.7% 
EBIT % FY09 23.7% 17.5% 29.7% 10.3% 16.8% 20.8% 20.1% 15.5% 14.8% 21.3% 8.8% 26.9% 
EBIT % FY10E 21.7% 16.5% 26.2% 9.0% 15.7% 19.1% 16.4% 11.4% 12.8% 21.2% 10.3% 38.5% 
EBIT % FY11E 21.6% 15.8% 26.3% 12.4% 14.6% 19.4% 16.4% 11.2% 11.6% 22.1% 8.7% 41.0% 
              
ROE (FY08) (x) 47  31  36  19  22  61  23  32  18  24  17  35  
ROE (FY09) (x) 37  31  37  13  20  48  20  29  13  47  9  26  
ROE (FY10E) (x) 28  24  27  10  14  24  13  16  13  34  9  26  
ROE (FY11E) (x) 24  22  24  11  14  21  13  13  11  31  10  29  
              
Dividend Yield FY08 1.7% 1.6% 0.6% 1.2% 4.5% 0.3% 1.6% 1.9% 0.8% nm 3.1% 0.1% 
Dividend Yield FY09 2.0% 1.6% 1.9% 1.2% 4.9% 0.7% 2.4% 2.0% 0.8% 0.0% 1.5% 0.1% 
Dividend Yield FY10 2.1% 1.6% 1.3% 1.2% 3.9% 0.5% 2.3% 2.2% 1.0% 1.0% 1.7% 0.1% 
Dividend Yield FY11 2.1% 2.0% 1.4% 1.2% 2.4% 0.6% 1.7% 2.4% 1.3% 1.3% 1.7% 0.1% 
              
PE ex cash FY08 14.6  16.9  22.4  4.4  11.2  14.0  8.9  5.1  9.2  27.7  5.8  72.1  
PE ex cash FY09 14.2  14.2  16.8  5.4  11.0  11.7  9.5  4.0  8.7  9.1  9.4  39.0  
PE ex cash FY10 14.1  15.0  18.1  6.4  13.0  16.8  12.3  5.7  7.5  8.3  11.2  24.5  
PE ex cash FY11 12.5  14.2  16.4  4.3  11.7  14.7  11.0  5.8  7.5  6.4  9.1  17.2  
Source: Banc of America Securities-Merrill Lynch Research 
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Table 2: BPO Valuation Summary 

  
Bloombrg 
Ticker FYE 

Share 
Price Mkt Cap EV/Sales 

Dil EPS (Non 
GAAP) EV/EBIT P/E 

2-year gr 
FY09- ROE 

     USD mn FY09 FY10E FY11E FY09 FY10E FY11E FY09 FY10E FY11E FY09 FY10E FY11E 11CAGR FY09 FY10E FY11E 
Pure Play BPO 
players (non GAAP)                                        
Genpact G US Dec * $11.5 2,463 2.3 1.8 1.5 0.76 0.68 0.81 13.0 11.7 9.1 15.1 16.9 14.2 3.1% 22.1% 20.8% 17.0% 
WNS WNS US Mar $8.5 360 1.2 1.1 0.8 1.08 1.16 1.28 8.1 6.4 4.9 7.8 7.3 6.6 9.0% 22.4% 26.2% 27.8% 
EXL EXLS US Dec * $9.8 283 0.9 1.0 0.9 0.58 0.43 0.65 14.0 16.7 8.9 16.9 23.1 15.2 5.6% 9.8% 7.4% 10.9% 
FSSOF FSOL IN Mar Rs24.0 213 1.3 1.2 1.0 1.43 1.66 2.03 16.9 15.6 12.1 16.7 14.4 11.8 19.0% 7.3% 6.0% 6.9% 
Average      830 1.44 1.29 1.07 0.96 0.98 1.19 13.00 12.60 8.74 14.15 15.42 11.95 9.0%       
Median      322 1.28 1.14 0.96 0.92 0.92 1.05 13.52 13.63 8.99 15.91 15.66 13.01 7.0%       
                     
Pure Play BPO 
players (GAAP)                                        
Genpact G US Dec * $11.5 2,463 2.3 1.8 1.5 0.70 0.59 0.71 14.0 12.6 10.0 16.4 19.5 16.2 0.6% 12.0% 10.7% 10.9% 
WNS WNS US Mar $8.5 360 1.2 1.1 0.8 0.19 0.18 0.38 16.7 16.2 10.0 45.1 46.1 22.5 41.6% 3.9% 4.1% 8.1% 
EXL EXLS US Dec * $9.8 283 0.9 1.0 0.9 0.49 0.19 0.37 10.9 15.3 12.9 19.9 52.6 26.4 -13.2% 8.3% 3.2% 6.3% 
Average      1,035 1.5 1.3 1.1 0.46 0.32 0.49 13.9 14.7 11.0 27.2 39.4 21.7 9.7%       
Median      360 1.2 1.1 0.9 0.49 0.19 0.38 14.0 15.3 10.0 19.9 46.1 22.5 0.6%       
Source: Banc of America Securities-Merrill Lynch Research 

 

Table 3: IT Sector Performance 
 Price as of  Absolute Change  Relative Change (%) 
Name 19-Jun-09  1 month 3 month 6 month 12 month YTD  1 month 3 month 6 month 12 month YTD 
Educomp 3063  14% 58% 12% -8% 27%  13% -2% -22% -7% -15% 
Firstsource 24  40% 66% 84% -32% 85%  38% 3% 28% -32% 23% 
HCL Technologies 192  21% 84% 37% -28% 67%  19% 14% -5% -28% 11% 
Hexaware  49  39% 71% 136% -11% 132%  37% 6% 64% -11% 54% 
Infosys 1770  14% 36% 49% -3% 59%  12% -15% 3% -3% 5% 
Infotech 151  -10% 75% 34% -34% 46%  -12% 8% -7% -34% -3% 
Mastek 219  20% 89% 30% -45% 35%  18% 17% -9% -44% -10% 
Mphasis 391  51% 102% 150% 63% 151%  49% 25% 74% 64% 67% 
Patni 242  33% 100% 81% 2% 87%  31% 24% 26% 3% 24% 
Rolta 128  45% 138% 1% -56% 10%  42% 47% -30% -56% -27% 
TCS* 380  13% 48% 48% -12% 59%  12% -9% 3% -12% 6% 
Tech Mahindra 761  109% 178% 188% 1% 208%  106% 73% 100% 1% 104% 
Wipro 380  -1% 64% 53% -20% 63%  -3% 1% 6% -19% 8% 
              
BSE IT Index 3277  15% 48% 40% -22% 47%  13% -8% -3% -22% -2% 
BSE Sensex 14522  2% 61% 44% 0% 51%  0% 0% 0% 0% 0% 
*1:1 bonus share issue declared on 16 Jun 2009 
Source: Bloomberg 
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Price objective basis & risk 
HCL (XHCLF, C-3-7, Rs191.90) 
Our PO of Rs116 is at 8x FY11E PE, at 20% discount to TCS. The discount 
reflects greater cyclical exposure in its R&D svcs, enterprise application & 
development svcs, the lower margins and weaker Balance Sheet. Upside risks 
include faster than expected ramp of deals won and tax holiday extension, which 
could boost FY11E earnings by 15% to 20%. Key downside risks are integration 
of the over US$700m worth of acquisitions made in late CY2008 in SAP 
consulting and BPO and exposure to engineering & R&D services and now 
enterprise solutions, both exposed to cuts in discretionary IT spending. 

Infosys Tech (INFYF / INFY, C-3-7, Rs1771.10/$36.14) 
Our PO of Rs1,350 (US$29 for ADR, at parity) is at approx 13x FY11E PE, in line 
with trough valuations seen in 2001. Risks are steeper and longer than 
anticipated global slowdown, greater competition from global and Indian vendors, 
and Rupee appreciation. Upside risks to estimates stem from any large deal wins, 
weaker-than-expected Rupee or extension of tax holiday beyond Mar 2010. 

MphasiS Ltd (MPSSF, C-1-7, Rs391.80) 
Our PO of Rs390 is at 9x FY10 P/E, a 20% discount to tier 1 vendors. We believe 
the narrower discount is fair given increased revenue visibility, improved margins, 
strong cash flows and stronger 10% two year earnings growth. 
 
Risks: change in transfer pricing mechanism between HP and MphasiS and 
slower-than-expected volume growth from HP/EDS clients. Industry risks: a 
worse-than-expected slowdown in the United States, sharper-than-expected INR 
appreciation and increasing competition. 

Tata Consultancy (TACSF, C-3-7, Rs380.85) 
Our PO of Rs300 is set at an FY11E PE of 10.5x, based on a 20% discount to 
Infosys' target PE. This is higher than the historical PE discount range of 5 to 
10%, to factor in higher exposure to the banking vertical and the auto sector. 
Downside risks are steeper and longer than anticipated global slowdown, greater 
competition from global and Indian vendors, integration and ramp up challenges 
in e-Serve and Rupee appreciation. Upside risks include faster than expected 
macro recovery and tax holiday extension. 

Wipro (WIPRF / WIT, C-3-7, Rs380.70/11.59) 
Our PO of Rs260 ($8 for ADR, at 25% premium to local) is at about 10x FY11E at 
20% discount to Infosys, reflecting relatively higher exposure to vulnerable 
sectors such as technology, retail & manufacturing and lower predictability of 
revenues and earnings and a more leveraged Balance Sheet. Risks are faster 
than expected deal closure and ramp up. 

WNS (Holdings) L (WNS, C-1-9, $8.45) 
Our price objective of USD12.8 is at approximately 10x 1-yr forward (FY11)  PE, 
at nearly 20% discount to leader Genpact given the WNS CEO search is still on 
and given Genpacts superior management depth, global delivery and industry low 
attrition. Key risks include impending CEO change, high vertical and client 
concentration with insurance forming nearly 50% of revenues and top client at 
25% of revenues. Expiry of income tax holiday in Mar 2010, growing competition, 
currency volatility are the other key risks. 
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I, Mitali Ghosh, hereby certify that the views expressed in this research report 
accurately reflect my personal views about the subject securities and issuers. I 
also certify that no part of my compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or view expressed in this 
research report. 
  
Special Disclosures 
In accordance with the SEBI (Foreign Institutional Investors) Regulations and with 
guidelines issued by the Securities and Exchange Board of India (SEBI), foreign 
investors (individuals as well as institutional) that wish to transact the common 
stock of Indian companies must have applied to, and have been approved by 
SEBI and the Reserve Bank of India (RBI). Each investor who transacts common 
stock of Indian companies will be required to certify approval as a foreign 
institutional investor or as a sub-account of a foreign institutional investor by SEBI 
and RBI. Certain other entities are also entitled to transact common stock of 
Indian companies under the Indian laws relating to investment by foreigners. 
Merrill Lynch reserves the right to refuse copy of research on common stock of 
Indian companies to a person not resident in India. 
American Depositary Receipts (ADR) representing such common stock are not 
subject to these Indian law restrictions and may be transacted by investors in 
accordance with the applicable laws of the relevant jurisdiction. 
Global Depository Receipts (GDR) and the Global Depository Shares of Indian 
companies, Indian limited liability corporations, have not been registered under 
the U.S. Securities Act of 1933, as amended, and may only be transacted by 
persons in the United States who are Qualified Institutional Buyers (QIBs) within 
the meaning of Rule 144A under the Securities Act. Accordingly, no copy of any 
research report on Indian companies' GDRs will be made available to persons 
who are not QIBs. 
   

India - Software & IT Services Coverage Cluster 
Investment rating Company ML ticker Bloomberg symbol Analyst 
BUY 
 Educomp Solu EUSOF EDSL IN Pratish Krishnan 
 MphasiS Ltd MPSSF MPHL IN Pratish Krishnan 
 Patni PATIF PATNI IN Mitali Ghosh 
 Patni Computer PTI PTI US Mitali Ghosh 
 WNS (Holdings) L WNS WNS US Mitali Ghosh 
NEUTRAL 
 Genpact Ltd G G US Mitali Ghosh 
 Tech Mahindra TMHAF TECHM IN Pratish Krishnan 
UNDERPERFORM 
 ExlService Holdi EXLS EXLS US Mitali Ghosh 
 Firstsource FSSOF FSOL IN Mitali Ghosh 
 HCL XHCLF HCLT IN Mitali Ghosh 
 Hexaware Tech XFTCF HEXW IN Pratish Krishnan 
 Infosys Tech INFYF INFO IN Mitali Ghosh 
 Infosys Tech - A INFY INFY US Mitali Ghosh 
 Infotech Enterprises Ltd IFKFF INFTC IN Pratish Krishnan 
 Mastek MSKDF MAST IN Pratish Krishnan 
 Rolta India RLTAF RLTA IN Pratish Krishnan 
 Rolta India-GDR XLROF RTI LI Pratish Krishnan 
 Tata Consultancy TACSF TCS IN Mitali Ghosh 
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Important Disclosures   
   
Investment Rating Distribution: Industrials/Multi-Industry Group (as of 01 Apr 2009) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 36 40.91%  Buy 16 51.61% 
Neutral 20 22.73%  Neutral 6 35.29% 
Sell 32 36.36%  Sell 8 29.63%  
Investment Rating Distribution: Technology Group (as of 01 Apr 2009) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 83 40.10%  Buy 32 43.24% 
Neutral 46 22.22%  Neutral 23 58.97% 
Sell 78 37.68%  Sell 27 36.99%  
Investment Rating Distribution: Global Group (as of 01 Apr 2009) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 1243 38.21%  Buy 520 46.39% 
Neutral 841 25.85%  Neutral 349 47.04% 
Sell 1169 35.94%  Sell 388 36.30% 
* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months. For purposes of this distribution, a stock 
rated Underperform is included as a Sell. 
 

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK 
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of a 
stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There 
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster; 
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least 
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a 
stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better 
understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation). 
Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster* 

Buy ≥ 10% ≤ 70% 
Neutral ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
* Ratings dispersions may vary from time to time where BAS-ML Research believes it better reflects the investment prospects of stocks in a Coverage Cluster. 

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered 
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common 
industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent BAS-ML Comment referencing the stock. 
 

Price charts for the securities referenced in this research report are available at http://www.ml.com/research/pricecharts.asp, or call 1-888-ML-CHART to have 
them mailed.   
 

One or more analysts responsible for covering the securities in this report owns such securities: Tata Consultancy. 
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Infosys Tech, Wipro, WNS Holdings-ADR. 
The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: HCL, Infosys Tech, MphasiS, 

Tata Consultancy, Wipro. 
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Tata 

Consultancy. 
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: HCL, Infosys Tech, MphasiS, 

Tata Consultancy, Wipro. 
In the US, retail sales and/or distribution of this report may be made only in states where these securities are exempt from registration or have been qualified for 

sale: HCL, Infosys Tech, MphasiS, Tata Consultancy, Wipro. 
MLPF&S or an affiliate has received compensation for investment banking services from this company within the past 12 months: HCL, Infosys Tech, MphasiS, 

Tata Consultancy, Wipro. 
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company 

within the next three months: HCL, Infosys Tech, MphasiS, Tata Consultancy, Wipro, WNS Holdings-ADR. 
MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 10th day 

of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 10th day of a month reflect the ownership position at 
the end of the second month preceding the date of the report: Infosys Tech, MphasiS, Tata Consultancy, WNS Holdings-ADR. 

The country in which this company is organized has certain laws or regulations that limit or restrict ownership of the company's shares by nationals of other 
countries: HCL, Infosys Tech, MphasiS, Tata Consultancy, Wipro. 

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Infosys Tech, Wipro, WNS 
Holdings-ADR. 

The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Infosys 
Tech, MphasiS, Tata Consultancy, Wipro. 
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The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Merrill 
Lynch, including profits derived from investment banking revenues.   
 

Other Important Disclosures 
 

Merrill Lynch Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 
"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates, including BofA (defined below). "BofA" 

refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL"), Banc of America Investment Services, Inc ("BAI") and 
their affiliates. Investors should contact their Merrill Lynch or BofA representative if they have questions concerning this report. 

Information relating to Non-US affiliates of Merrill Lynch and Distribution of Affiliate Research Reports: 
MLPF&S, BAS, BAI, and BASL distribute, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): 

Merrill Lynch (France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch 
(South Africa): Merrill Lynch South Africa (Pty) Ltd; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner & 
Smith Limited; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch 
(Singapore): Merrill Lynch (Singapore) Pte Ltd; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de 
Bolsa; Merrill Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch 
International Incorporated (Seoul Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT 
Merrill Lynch (Indonesia): PT Merrill Lynch Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill 
Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International Bank 
Ltd, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated Zürich representative office. 

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized 
and regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America 
Securities - Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia 
Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; is issued and 
distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed investment adviser 
regulated by the Malaysian Securities Commission; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in Singapore by 
Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and 198602883D respectively) 
and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd and Bank of 
America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), 
AFS License 235132 provides this report in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in 
preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation 
Authority. No approval is required for publication or distribution of this report in Brazil. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin. 
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in 

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person (other than BAS, BAI and 
their respective clients) receiving this research report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and 
not such foreign affiliates. 

BAS distributes this research report to its clients and to its affiliate BAI and accepts responsibility for the distribution of this report in the US to BAS clients, but 
not to the clients of BAI. BAI is a registered broker-dealer, member of FINRA and SIPC, and is a non-bank subsidiary of Bank of America, N.A. BAI accepts 
responsibility for the distribution of this report in the US to BAI clients. Transactions by US persons that are BAS or BAI clients in any security discussed herein must 
be carried out through BAS and BAI, respectively. 

General Investment Related Disclosures: 
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 

to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, 
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or 
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the 
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different 
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to 
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments, including ADRs, effectively assume currency risk. 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by Merrill Lynch entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the 
handling of research conflicts, which is available upon request. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

Merrill Lynch is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any 
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
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Merrill Lynch, through business units other than BAS-ML Research, may have issued and may in the future issue trading ideas or recommendations that are 
inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames, 
assumptions, views and analytical methods of the persons who prepared them, and Merrill Lynch is under no obligation to ensure that such other trading ideas or 
recommendations are brought to the attention of any recipient of this report. 

Copyright and General Information regarding Research Reports: 
Copyright 2009 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks 

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the 
use of Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent 
of Merrill Lynch. Merrill Lynch research reports are distributed simultaneously to internal and client websites and other portals by Merrill Lynch and are not publicly-
available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, 
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment recommendations, estimates or 
price targets) without first obtaining expressed permission from an authorized officer of Merrill Lynch. 

Materials prepared by Merrill Lynch research personnel are based on public information. Facts and views presented in this material have not been reviewed by, 
and may not reflect information known to, professionals in other business areas of Merrill Lynch, including investment banking personnel. To the extent this report 
discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult 
their own legal advisers as to issues of law relating to the subject matter of this report. Merrill Lynch research personnel's knowledge of legal proceedings in which 
any Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies 
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, 
discussed with, and may not reflect information known to, professionals in other business areas of Merrill Lynch in connection with the legal proceedings or matters 
relevant to such proceedings. 

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as 
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or 
warranty on behalf of the issuer(s). Merrill Lynch policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for 
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis. 

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax 
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional. 

The information herein (other than disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee 
its accuracy. This report may contain links to third-party websites. Merrill Lynch is not responsible for the content of any third-party website or any linked content 
contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The 
inclusion of a link in this report does not imply any endorsement by or any affiliation with Merrill Lynch. Access to any third-party website is at your own risk, and you 
should always review the terms and privacy policies at third-party websites before submitting any personal information to them. Merrill Lynch is not responsible for 
such terms and privacy policies and expressly disclaims any liability for them. 

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment 
recommendation current. 

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer 
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision. 

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any 
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses 
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of 
any kind. Sales persons and financial advisors affiliated with BAS, BAI, MLPF&S or any of their affiliates may not solicit purchases of securities or financial 
instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 

Neither Merrill Lynch nor any officer or employee of Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses 
arising from any use of this report or its contents.   
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