India Textiles & Apparel

Raymond, Welspun look
attractive on valuations

B Raymond, Welspun look attractive post underperformance

The Indian textile sector has significantly underperformed the market in the last
few months. We believe this should be used as an opportunity to buy select
stocks in the sector. We recommend Raymond and Welspun India as our top
picks — both trading at a significant discount to their historic avg 1-yr forward PER.

Raymond - branded retail; subsidiary profits key triggers
Raymond is best positioned to capitalize on the branded textile and apparel
boom, given 1) strong domestic brand franchise; new brands launched in men’s
wear, kids and jeans wear; new ones planned in women’s wear and inner wear; 2)
wide and fast growing network of exclusive brand outlets. Further, the garment
exports subsidiary and shirting JV are expected to turn profitable in FYO8E.

Welspun - 46% earnings CAGR over FYO7E-09E

Key growth drivers are 1) Higher volumes in towels (20% CAGR over FY07-09E)
and bed linen (27% CAGR) on expanded capacities and 2) Margin improvement
(130bp), driven by higher efficiencies in new bed linen business and power cost

savings. EPS for FYO7E-09E have been revised upward by 6-7% to factor in the
decrease in fully diluted share capital, due to non-conversion of warrants.

Domestic branded textile and apparel boom

Organized textile and apparel retail has grown at 30% pa over the last two years.
We expect the robust growth to sustain over the next few years, driven by rising
disposable incomes, increased brand consciousness, rising mall space and
launch of new brands providing more choice for consumers.

Exports - apparel disappoints, home textiles does well
Apparel exports to the US disappointed, growing at a mere 7% in CY06, despite
the quota on China. However, towel exports remained strong (up 28%), with India
gaining 450bp market share. We expect apparel exports to pick up but remain
short of being spectacular in the absence of any labor reforms.

Overseas acquisitions/JVs - more in the pipeline

Both Raymond and Welspun are actively on the lookout for alliances with an
overseas brand, which could be launched in India (as in the case of Raymond) or
to extend market reach and move up the value chain (as in the case of Welspun).
Synergies from recently formed alliances should start flowing in over 1-2 years.

Modest rise in fiber prices to have a muted impact

We expect cotton costs to be higher by ~5% for cos in FYO8E. A 1% rise in cotton
price would impact Arvind’s profits by 7.5%, while the impact on Raymond would
be muted (0.8%), as it consumes multiple fibers. Wool prices, too, are likely to
rule higher for Raymond, but this would likely be offset by soft polyester prices.
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Table 1: Valuations and recommendations

EPS PER EVIE
MktCap CAGR (X (¥

Stocks Reco

FYO7E-
(US$mn) 09E FYO8E FYO8E
Raymond  BUY 467 22% 10 6
Welspun ~ BUY 121 46% 7 6
Himatsingka NEUTRAL 254 35% 15 10
Gokaldas  NEUTRAL 191 20% 10 7
Arvind Mills SELL 228 90% 13 7

Source: Merrill Lynch

Chart 1: Raymond'’s 1-yr forward PE band
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250 25X
16x
150 10x
50 5x
T T T T T T T T T T
50 J
238883333888885
522858 SO 5 2@SE 599
258385883535 558

Source: Merrill Lynch

>> Employed by a non-US affiliate of MLPF&S and is not registered/qualified as a research analyst under the NYSE/NASD rules.

Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their

investment decision.

Refer to important disclosures on page 10 to 13. Analyst Certification on page 9. Price Objective Basis/Risk on page 9.

10592362



@g Merrill Lynch
05 March 2007

Table 2: Recommendations & POs

Chgin
Stock Reco  Price 3m PO Upside
Raymond C-1-7 350 -18% 564 61%
Welspun  C-1-9 76 -15% 127 67%
Himatsingka C-2-7 120 -T% NA NA
Gokaldas  C-2-7 255 -18% NA NA
Arvind Mills C-3-7 50 2% NA NA

Source: Merrill Lynch

Chart 3: Raymond - EBIT breakdown (Rsbn)
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Top picks - Raymond and Welspun India...

The Merrill Lynch Indian textile sector index is down ~10% over the last 6 months
while the market (Sensex) has risen ~12% over the same period. We believe
investors should use this sharp underperformance as an opportunity to buy into select
stocks in the sector. We recommend Raymond and Welspun as our top picks.

Raymond has fallen 18% in the last 3 months and is now trading at 10x FYO8E
PER - a significant discount to its historic average. Welspun, too, has fallen 15%
during the same period and now trades at 7x FYO8E PER even with an expected
earnings CAGR of 46% over FYO7E-09E.

Table 3: Comparative valuations

Stock PER (x) EVEE(X) EPSCAGR PEG  EBIDTAmargin  RoE

FYO7E  FYOSE FYO8E  FYO7E-09E  FYOSE FYO7E  FYO7E
Raymond 13 10 6 22% 05 14%  13%
Welspun 10 7 6 46% 0.1 19%  11%
Himatsingka 20 15 10 35% 0.4 31% 10%
Gokaldas 12 10 7 20% 05 1% 20%
Arvind Mills 25 13 7 90% 0.1 19% 3%

Source: Merrill Lynch

Raymond - a play on domestic branded textiles boom
We expect Raymond to deliver 22% earnings CAGR over FYO7E-09E driven by:

= Continued strong performance in the worsted fabric business —rise in
volumes (at about 8% pa), backed by expanded capacity and improved
realizations (about 3% pa), driven by consumer boom in the country.

= Robust 20% growth in branded apparel retailing business, driven by the
launch of new brands in new product segments and rising retail space.

= Increased contribution from garment export subsidiaries, with these
subsidiaries turning profitable, as also due to the JV for high-value cotton shirting.

= Improved profitability in the denim JV (with UCO), as the synergies from
the JV begin to flow in.

Besides the earnings drivers above, Raymond also has potential upside from
value unlocking in realty assets. The company holds 140 acres of land in
Thane, where a part of its worsted fabric facility is under operation. The company
plans to shift this facility to a lower cost location — Vapi, — gradually, over a period
of time (might take about two years or so).

Our PO of Rs564/share is based on a blended average of sum-of-parts valuation,
DCF valuation and target PE multiple of 16x for FYO8E — on par with its historic
(post quota period) average 1-yr fwd PE multiple.
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Chart 5: Welspun’s 1-yr forward PE band
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Welspun - a play on India’s home textiles exports boom
We see the following potential growth drivers in Welspun:

=  Higher volumes in both bed linen (27% CAGR over FYO7E-09E) and
terry towels (20% CAGR) from existing expanded and new capacities
coming up in 1HFYO08.

= Improvement in profitability in bed linen driven by higher capacity
utilization and improved operating efficiencies. Currently, EBIDTA
margins for bed linen hover at 6-6.5%. We expect them to improve
progressively to 13-14% by FYO9E.

= Margin improvement expected from expanded yarn capacity and power
cost savings — both likely to accrue from 1QFYQ08. Overall EBIDTA margins
are likely to expand by 130bp by FYO9E.

= Consolidation of Christy numbers to be earnings accretive by about 1% in
FYO9E.Christy’s manufacturing facility is planned to be shifted over the
course of the year to India. The cost savings on account of this should start
reflecting into the consolidated numbers from FYO9E.

At 7x FYO8E PE, with 46% earnings CAGR over FYO7E-09E, we find the
valuations extremely attractive. Our new PO of Rs127/share is based on 11x
FYO8E PER, close to the lower end of its historic 1-yr forward PE band. Our
earlier PO was based on Current 1-yr fwd PE multiple of 12x rolled over to
FYO8E. Since the 1-yr fwd multiple (which would now be FYO8E multiple only)
has gone down below the lower end of the PE band, we have taken 11x - which is
at the lower end of the historic 1-yr fwd PE band, as the target PE multiple.

..but less positive on other stocks in the sector
Maintain Neutral on Himatsingka on valuations

At 15x FYO8E earnings, the stock trades at a 35% premium to other Indian textile
companies under our coverage. We expect the premium to narrow, once the
company enters the less profitable bed linen business. We find the stock fully
priced at these levels, leaving little potential upside for the investors.

Gokaldas: Absence of labor reforms caps growth; Neutral
We remain Neutral on Gokaldas, despite the stock having corrected sharply in the
last few days, owing to a weak macro environment and unlikely change in the
inflexible labor laws in the near term. These factors will likely constrain growth at
15-20% pa, in our opinion.

Sell Arvind on continued weak denim outlook

The outlook for denim, especially in the domestic market, remains bleak. We
expect Arvind’s earnings to remain subdued over the next few quarters, on the
back of continued pressure on denim sales and rising costs. At a PER of 13x
FYO8E — a premium of 20% plus over sector average — valuations too look
expensive. Sell.
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Domestic branded textile and apparel boom
Organized textile and clothing retail, which accounts for 39% of total organized
retail, has grown at 30% CAGR over the last two years (Source: India Retail
Report 2007). We expect the robust growth to sustain over the next few years,
driven by 1) Demand side factors — rising disposable income, rising working
population and increased brand consciousness, and 2) Supply side factors —
rising mall space, increased investment and entry of new players.

Table 4: Organized textile & clothing retail - Size & growth

(Rs bn) CYo4 CY05 CY06 CAGR
Total retail 9,300 9,805 10,360 5.5%
Textiles and apparel retail 800 885 980 10.7%
Share (%) 8.6% 9.0% 9.5%

Organized retail 280 356 475 30.2%
Organized textiles and apparel retail 109 140 185 30.3%
Share (%) 38.9% 39.3% 38.9%

Source: Merrill Lynch, India Retail Report 2007

Raymond is at the forefront of this opportunity

Raymond, India’s leading textile and apparel brand, is best positioned, in our
view, to capitalize on the domestic branded textile and apparel boom. Besides,
the flagship Raymond brand, which continues to lead in suiting fabrics with 60%
market share and the men’s wear brands (formal/semi-casual), the company has
recently launched brands in other product segments as well. Its range of men’s
wear includes ColorPlus, Park Avenue, Parx and Manzoni — which continue to
grow at a decent pace. Its new launches include international premium jeans
wear brand, Gas, in JV with the Italian company, and the kids wear brand, Zapp.
Very recently, the company launched a men’s wear brand, Notting Hill, in the
value segment. Raymond plans to enter the women'’s wear segment as well,
which could be through a JV with an international brand.

Table 5: New brands launched recently

Product Brands Segment  Launchdate ~ Comments

Men's wear Notting Hill ~ Value Feb 2007

Jeans wear Gas Premium Nov 2006 50:50 JV with Grotto S.p.A. of Italy
Kids wear Zapp Premium Feb 2006

Women's wear Plans to launch soon

Inner wear Plans to launch soon

Source: Merrill Lynch, Company

Raymond, which already has the widest network of exclusive brand outlets
(EBOs) in India with close to 469 outlets (both owned and franchised) and retail
space of 1.1mn sq ft (besides other sale points such as multi-brand outlets and
departmental stores) plans to go aggressive with its rollout of EBOs. Most of the
new store additions are likely to be in the upcoming malls in the country.

Table 6: Raymond's retail footprint

EBOs FYO06A FYO7E FYO8E
The Raymond Shop 330 365 405
Park Avenue, Parx, Manzoni 10 30 60
ColorPlus 44 62 82
Zapp 0 8 23
Gas 0 4 44
Total 384 469 614
No. of sq ft (mn) 0.8 11 15

Source: Merrill Lynch, Company
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Exports - a mixed bag

Apparel exports to the US disappoint...

India’s apparel exports to the US have been a disappointment in CY06 — the year
after which quotas were reimposed on China. Indian apparel exports grew by a
mere 7% YoY as against expectations of high-teens growth, clearly failing to
capitalize on the opportunity created by reimposition of Chinese quotas. We cite
the following likely key reasons for this disappointment:

= Limited apparel capacities in India; constrained mainly by rigid labor laws.

= Competition from other low-cost countries such as Indonesia, Bangladesh,
Vietham and Cambodia. Each of these countries registered 18-27% YoY
growth in CYO06 in exports to the US.

= High labor turnover (more than 25%), resulting in existing factories operating
at sub-optimal levels.

Table 7: US imports: India's performance vis-a-vis China and Pakistan across categories

US Imports (US$mn)
Textiles and apparel
Apparel

Terry towel

Bed linen

Market shares (%)
Textiles and apparel
Apparel

Terry towel

Bed linen

Source: Merrill Lynch, OTEXA

China Pakistan India

CY06 CY05 YoY (%) CY06 CY05 YoY (%) CY06 CY05 YoY (%)
27,067 22,405 20.8 3,250 2,904 119 5,031 4,617 9.0
18,518 15,143 22.3 1,412 1,259 12.2 3,187 2,976 7.1
210 176 19.1 205 166 23.6 291 228 21.7
378 244 55.1 418 284 47.0 225 204 10.2
YoY (bp) YoY (bp) YoY (bp)

29% 25% 390 3% 3% 23 5% 5% 22
26% 22% 381 2% 2% 14 4% 4% 12
18% 16% 215 18% 15% 267 25% 21% 449
28% 23% 484 31% 27% 395 16% 19% (267)

..but home textiles do well

In home textiles, where, we believe, India enjoys a competitive advantage over
China and other low-cost countries, it has done reasonably well, gaining 450bp
market share in US towel imports. In bed linen, though, the performance has not
been as good, with 10% YoY growth and 267bp drop in market share. We expect
bed linen exports to pick up, as the new capacities from Welspun and Alok (not
rated) stabilize. Home textiles is not as labor intensive as apparel, and hence,
growth in this segment has not been constrained by inflexible labor laws.

Overseas acquisitions/JVs - more to come

Most textile companies, including Raymond, Welspun India, Himatsingka and
Gokaldas, are actively scouting for acquisition and JV opportunities. Raymond is
looking at JVs with international apparel brands — more specifically in the
women’s wear and inner wear segments — for launch in India. Welspun India and
Himatsingka are looking at brand acquisitions in the home textiles space.
Gokaldas has plans for a JV with an overseas apparel company for producing a
new apparel line.

Most of the acquisitions in the textile space, in the recent past, have taken place
at low valuation multiples (market cap/sales of 0.5-0.6x, EV/E of 5-6x). But, in all
these cases, the acquired company has also had very low net margins. Hence,
while many of these acquisitions may not be significantly EPS accretive in the
initial years, they do make a good strategic fit. The strategic rationale for these
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Chart 6: Cotton price trend
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alliances is to acquire international branding and retailing capabilities, gain
access to the US and EU markets, acquire technology and know-how, and
international design capabilities as well as product development skills.

Himatsingka pays 0.8x EV/sales for Bellora acquisition
Himatsingka has forged out ~US$15mn for the 70% stake in Bellora. This works
out to EV/sales of ~0.8x, which is at a premium over other acquisitions in this
space (Weslpun'’s acquisition of Christy was at ~0.4x EV/sales). We still await the
details on Bellora’s financials. Given that Bellora is a niche luxury brand there is a
possibility that the company might be enjoying superior margins and hence some
of this premium might be justified.

Bellora is a premium European bed linen brand with presence in Italy and other
parts of Europe. Bellora had sales of Euros 29mn in CY06, of which ~60% came
from exclusive stores and the balance from up-market department stores and
franchise stores.

The acquisition is in line with company’s stated objective of acquiring niche
premium bed linen brands in the US & EU. Management has indicated for
another acquisition in the same space, post which 50% of its new bed linen
capacity could be locked in at realizations of about US$5/meter — a significant
premium to the mid-end players (at US$3-4/meter).

Welspun plans to shift Christy manufacturing to India

Christy, in which Welspun acquired an 85% stake in July last year, plans to shift
its manufacturing facility to India over the course of the current year. This should
result in cost savings which should start reflecting into the consolidated numbers
from FYO9E. As per management guidance, consolidation of Christy should result
in about 1% accretion in FYO9E EPS.

Modest fiber price rise to have a muted impact
Cotton prices likely to be higher by ~5% in FYO8E

We expect about 5% higher cotton prices for textile companies in FYO8E (already
built into our forecast). International cotton prices have been flat YoY on
expectations of a decent crop in the current season. However, domestic cotton
prices are currently up 10% YoY, despite record production, as higher export
demand is likely to result in a significant drawdown in inventory positions.

Table 8: Cotton Balance Sheet

(mn bales) 2004-05 2005-06 2006-07E YoY (%)
End End End

Region Production  stock Production  stock Production  stock  Production End stock
World 120 54 114 54 117 53 2% 2%
USA 23 6 24 6 22 8 -9% 37%
India 19 9 19 8 21 7 9% -18%
China 29 13 26 16 31 15 18% -4%
Pakistan 11 4 10 3 10 3 2% -19%

Source: Merrill Lynch, USDA
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Table 9: Sensitivity of cotton prices to earnings
Impact of 1% rise in cotton prices

Arvind Mills -1.5%
Welspun -2.0%
Raymond -0.8%

Source: Merrill Lynch

Chart 7: Wool price* trend
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Impact of rise in cotton prices: Arvind - most; Raymond -
least

A 1% rise in cotton prices would impact Arvind’s earnings the most, by 7.5%.
However, the impact would be muted for Raymond, as it consumes multiple fibers
(cotton, wool and polyester).

Higher wool prices to be offset by softer polyester prices
Wool prices are up 17.5% YoY, owing to drought in Australia this season, which
has impacted wool production. Wool is mainly used in the manufacture of worsted
fabrics, which account for 40% of Raymond’s consolidated sales. Wool cost as a
proportion of worsted sales is a mere 12% for Raymond, and hence even a 10-
15% rise in wool prices would not have any significant impact on the company’s
margins. Further, polyester prices have come off by 17.5% from their peak in Sep
2006. This should help offset the negative impact of rise in wool prices.

Chart 8: PSF price trend
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TUFS extension to be positive for the sector

Key measures announced in the Union Budget

= Extension of Technology Upgradation Fund Scheme (TUFS) for the 11" Plan
period. Allocation under the scheme has been increased from Rs5.35bn last
year to Rs9.11bn for FY07-08.

m  Provision for Textile Parks has been increased from Rs1.89bn earlier to
Rs4.25bn in the current Budget.

= Reduction in import duty on polyester fiber & yarn from 10% to 7.5%.
= Rentals on commercial properties have been brought under the service tax net.

=  Minimum Alternate Tax (MAT) provision extended to income from 100%
Export Oriented Units (EOUs).
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Impact of Measures

Positive for cos. with capex plans over the next five years. Most companies
under our coverage are through their peak capex phase. Still TUFS
extension will lower the cost of borrowings (5% interest cost reimbursed by
the Government under the scheme) on any incremental capex they do over
the next 5 years.

Positive impact on textile cos which use polyester as a raw material.
Marginally positive (~1%) for Raymond, for which polyester cost is about 8%
of its worsted sales, assuming the duty cut flows through into the domestic
polyester prices.

Rental costs for retailing companies would go up. This is marginally negative
for Raymond’s retail business.

Marginally negative for Gokaldas and Himatsingka — both have part of their
income coming from 100% EOUs. However, this should only impact their
cash profits and not reported profits as these companies can claim deferred
tax asset credit on MAT.
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Price Objective Basis & Risk

Raymond Ltd.

Our PO of Rs564/share for Raymond is based on a blended average of (1)
valuation based on a target P/E multiple of 16x for FYO8E, (2) sum-of-the-parts
valuation, and (3) DCF valuation.

Risks stem from fluctuation in key raw material prices, changing fashion trends
impacting company’s sales volumes and realizations, exchange rate fluctuation
risk and project execution risk.

Welspun India
Our PO of Rs127/share for Welspun India is based on a target PE of 11x for
FYO8E, which is close to the lower end of its historic 1-year forward PE band.

Risks stem from the fluctuation in key raw material prices, impact on sales
volumes and realizations due to competition, exchange rate fluctuation risk and
project execution risk.

Analyst Certification

I, Manish Sarawagi, hereby certify that the views expressed in this research
report accurately reflect my personal views about the subject securities and
issuers. | 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.
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Investment Rating Distribution: Textiles/Apparel Group (as of 31 Dec 2006)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 13 56.52% Buy 3 23.08%
Neutral 9 39.13% Neutral 2 22.22%
Sell 1 4.35% Sell 0 0.00%
Investment Rating Distribution: Global Group (as of 31 Dec 2006)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1306 42.74% Buy 406 31.09%
Neutral 1509 49.38% Neutral 446 29.56%
Sell 241 7.89% Sell 53 21.99%

* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months.

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, indicators of expected total return
(price appreciation plus yield) within the 12-month period from the date of the initial rating, are: 1 - Buy (10% or more for Low and Medium Volatility Risk
Securities - 20% or more for High Volatility Risk securities); 2 - Neutral (0-10% for Low and Medium Volatility Risk securities - 0-20% for High Volatility
Risk securities); 3 - Sell (negative return); and 6 - No Rating. 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.

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: Arvind Mills, Gokaldas, Himatsingka Seid, Raymond Ltd., Welspun India.

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: Arvind Mills, Gokaldas, Himatsingka Seid, Raymond Ltd., Welspun India.

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.
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Other Important Disclosures

UK readers: MLPF&S or an affiliate is a liquidity provider for the securities discussed in this report.

Information relating to Non-U.S. affiliates of Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S):

MLPF&S distributes 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 Global (Taiwan) Limited; 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.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-U.S. affiliates. MLPF&S is the distributor of this research report in
the U.S. and accepts full responsibility for research reports of its non-U.S. affiliates distributed in the U.S. Any U.S. person 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.

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited, which is authorized and
regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd, a registered securities dealer
under the Securities and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC; is
issued and distributed in Taiwan by Merrill Lynch Global (Taiwan) Ltd or Merrill Lynch, Pierce, Fenner & Smith Limited (Taiwan Branch); is issued and distributed in
Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed investment adviser regulated by the Malaysian Securities Commission; and is issued and distributed in
Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and
198602883D respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. 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. No approval is required for
publication or distribution of this report in Brazil.

Merrill Lynch (Frankfurt) is regulated by BaFin.

Copyright, User Agreement and other general information related to this report:

Copyright 2007 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. 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 eligible to receive such research prior to any public dissemination by Merrill Lynch of
the research report or information or opinion contained therein. 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) prior to Merrill Lynch's public disclosure of such information. 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. Merrill Lynch makes no
representations or warranties whatsoever as to the data and information provided in any third party referenced website and shall have no liability or responsibility
arising out of or in connection with any such referenced website.

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 investment or any options, futures or derivatives related to such securities or investments. It 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 who may
receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or investment strategies
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Investors should note that income
from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors may
receive back less than originally invested. Past performance is not necessarily a guide to future performance. 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.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this report. In addition,
investors in securities such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume currency risk.

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 Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf.

Fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current.
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