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Tech Mahindra (TEML.BO) 
 Downgrade to Sell: Disappointing 2Q; Expectations Remain High 
  

 Disappointing 2Q; second quarter in a row — Tech Mahindra reported another 

disappointing quarter with revenues growing only 4.7% qoq. Growth was led by 
BT, while non-BT business remained flattish. Margins fell ~30bp qoq. Net 
profit of Rs.1.8b was up 7% qoq due to higher other income and lower taxes. 

 BT/AT&T (top clients) restructuring; could delay recovery — Tech Mahindra 

indicated that its two top clients (BT and AT&T) are undergoing restructuring. 
We believe this could delay recovery in Tech Mahindra's business.  

 BT Global Services (BTGS) ramp-up slow — Management indicated that 

currently ~500 positions are being transitioned, with additional visibility on 
~500 positions. Management maintained that the contract would ramp up in a 
"J-Curve" manner; however, there seems to be a delay, in our view. 

 Headcount does not reflect strong pipeline — Tech Mahindra has hired ~1700 

employees in IT Services in H1FY08 compared to ~4,500 employees in 
H1FY07. On a higher base, it does not reflect confidence in the pipeline. 

 Revised FY09E 13% below consensus; Sell (3H) — We have revised our FY08E 

– FY10E estimates downwards by 7-17%. Our revised FY09E estimates are 
~13% below consensus and downgrades could follow post disappointing 2Q. 
The stock trades at 17x FY09E EPS. Our new target price of Rs.1330 is based 
on 17x FY09E EPS. 
 

Statistical Abstract             
                

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

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

2006A 2,354 18.32 104.2 72.6 22.5 42.7 0.8

2007A 1,213 9.82 -46.4 135.4 15.8 15.8 0.1

2008E 7,725 58.97 500.7 22.5 9.7 59.9 0.2

2009E 10,254 78.36 32.9 17.0 6.1 47.7 0.2

2010E 11,918 91.08 16.2 14.6 4.3 37.2 0.3

Source: Powered by dataCentral          

Sell/High Risk 3H

from Buy/High Risk   
Price (19 Oct 07) Rs1,329.45
Target price Rs1,330.00

from Rs1,920.00   
Expected share price return 0.0%
Expected dividend yield 0.2%
Expected total return 0.2%

Market Cap Rs161,250M
  US$4,080M
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Fiscal year end 31-Mar 2006 2007 2008E 2009E 2010E

Valuation Ratios
P/E adjusted (x) 72.6 135.4 22.5 17.0 14.6
EV/EBITDA adjusted (x) 69.7 23.3 19.6 13.3 10.0
P/BV (x) 22.5 15.8 9.7 6.1 4.3
Dividend yield (%) 0.8 0.1 0.2 0.2 0.3
Per Share Data (Rs)
EPS adjusted 18.32 9.82 58.97 78.36 91.08
EPS reported 18.32 9.82 58.97 78.36 91.08
BVPS 59.16 84.26 137.24 218.20 311.72
DPS 10.00 1.50 2.00 3.00 4.00

Profit & Loss (RsM)
Net sales 12,426 29,290 37,953 50,400 62,627
Operating expenses -10,146 -22,440 -29,996 -39,216 -48,594
EBIT 2,280 6,850 7,957 11,184 14,033
Net interest expense 341 15 632 620 620
Non-operating/exceptionals 0 0 0 0 0
Pre-tax profit 2,621 6,865 8,590 11,804 14,652
Tax -267 -741 -869 -1,550 -2,734
Extraord./Min.Int./Pref.div. 0 -4,911 5 0 0
Reported net income 2,354 1,213 7,725 10,254 11,918
Adjusted earnings 2,354 1,213 7,725 10,254 11,918
Adjusted EBITDA 2,280 6,850 7,957 11,184 14,033
Growth Rates (%)
Sales 31.4 135.7 29.6 32.8 24.3
EBIT adjusted 121.8 200.4 16.2 40.6 25.5
EBITDA adjusted 121.8 200.4 16.2 40.6 25.5
EPS adjusted 104.2 -46.4 500.7 32.9 16.2

Cash Flow (RsM)
Operating cash flow 1,704 -1,274 8,332 8,962 10,639
Depreciation/amortization 0 0 0 0 0
Net working capital -331 -2,448 1,280 -672 -660
Investing cash flow -1,174 -1,963 -1,414 -1,843 -1,877
Capital expenditure -1,515 -2,039 -2,087 -2,463 -2,497
Acquisitions/disposals 0 0 0 0 0
Financing cash flow -1,061 2,103 -468 -446 -595
Borrowings 0 170 -170 0 0
Dividends paid -1,185 -223 -298 -446 -595
Change in cash -531 -1,133 6,451 6,672 8,166

Balance Sheet (RsM)
Total assets 10,092 15,926 26,217 39,136 53,516
Cash & cash equivalent 2,265 1,647 8,853 16,432 25,567
Accounts receivable 4,377 8,216 10,398 13,808 17,158
Net fixed assets 2,031 3,412 4,744 6,300 7,828
Total liabilities 3,938 6,625 9,488 12,600 15,657
Accounts payable 0 0 0 0 0
Total Debt 0 170 0 0 0
Shareholders' funds 6,155 9,301 16,728 26,536 37,859

Profitability/Solvency Ratios (%)
EBITDA margin adjusted 18.3 23.4 21.0 22.2 22.4
ROE adjusted 42.7 15.8 59.9 47.7 37.2
ROIC adjusted 63.4 104.3 90.3 107.2 100.9
Net debt to equity -36.8 -15.9 -52.9 -61.9 -67.5
Total debt to capital 0.0 1.8 0.0 0.0 0.0

For further data queries on Citigroup's full coverage 
universe please contact CIR Data Services Asia Pacific at 
CitiResearchDataServices@citigroup.com
or +852-2501-2791
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Tech Mahindra reported a disappointing 2Q with revenue growth of 4.7% qoq in $ terms. Operating 
margins declined again; net income was helped by higher than expected other income and lower 
tax rates. Restructuring at top two clients, BT and AT&T, has resulted in uncertainty over growth 
outlook, and there does not seem to be recovery in sight. While the BTGS ramp-up should provide 
some growth in the coming quarters, we don’t think it is enough to support current valuations. We 
are reducing our FY09E estimates to 13% below consensus estimates. With our CAGR reduced from 
32% to 22% over FY07E-FY10E, we now expect the stock to trade at a discount to much diversified 
players like Satyam. Our target price of Rs.1330 is based on 17x FY09E EPS. We downgrade our 
recommendation to Sell/High Risk. Further delays in client restructuring could delay the recovery 
even more and increase risk to our estimates. 

What has changed? 

Second disappointing quarter in a row 

After a CAGR of 23% over 2QFY06-4QFY07, Tech Mahindra's growth has 
slowed down considerably to 4-7% qoq over the last couple of quarters. This is 
driven by sluggishness in revenues from the top two clients, BT and AT&T. 
Both major clients are undergoing some kind of restructuring and a recovery 
for Tech Mahindra could take longer than anticipated. 

Figure 1. QoQ revenue growth momentum has slowed considerably in FY08 
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Source: Company Reports 

 
Hiring does not inspire confidence on pipeline 

Hiring in H1FY08 has been ~1700 employees in IT Services compared to 
~4500 employees H1FY07. On a higher base and factoring in incremental 
business from BTGS, the hiring data does not seem to indicate a lot of 
confidence in the growth outlook.  

The company had in the past indicated 7500 campus hires for FY08. In 2Q 
earnings call, it indicated 5000 campus hires for FY09. Management has also 
talked about focusing efforts on reducing cost per employee using higher 

Disappointing 2Q; No Recovery in Sight
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proportion of campus hires. Putting all this together, the hiring plan does not 
inspire confidence on the outlook. 

Figure 2. Hiring in IT services has clearly slowed over last two quarters 
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BTGS deal seems to be behind schedule 

The BTGS deal was announced in December 2006. After ~10 months, 
management indicated in its 2Q earnings call that ~500 positions are now 
being transitioned, with an additional visibility of ~500 positions. Our rough 
calculations indicate that for an annualized $200m run rate offshore, Tech 
Mahindra should be deploying ~4000-5000 resources on the deal. Clearly, the 
BTGS ramp up seems to be behind schedule, in our view. 

Data points suggest weakness in TSP/Telecom OEM space 

Data points also suggest some weakness in the TSP space: 

1. Ovum data indicates that North American wireline capital spending in the 
first half of 2007 was down nearly 7 percent compared to last year, largely 
due to AT&T spending cuts resulting from its merger with BellSouth.  

2. Alcatel Lucent recently issued a profit warning. 

3. Ericsson recently issued a profit warning attributing it to a shortfall in sales 
in mobile network upgrades and expansion. 

4. Tech Mahindra indicated in the earnings call that BT was in the process of 
reorganizing and vendors must expect to grow more through end to end 
engagements rather than project-based business. 

5. Recently, Subex Azure, another Indian company in the telecom software 
space, revised guidance downwards due to a key customer in North 
America slowing down capex spend, impacting some contracts for Subex. 
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Cutting estimates 

Post two quarters of disappointment on earnings and little visibility of recovery, 
we have cut our earnings estimates by 7-17%. Management commented about 
re-structuring at a few of its top clients (both in Telecom Equipment and 
Telecom Service Provider space) leading to slower revenue growth.  

With negative sector data points and little visibility on near-term possibility of 
growth rebounding, we have cut our revenue forecast. We have also 
incorporated our economics team’s new INR/USD exchange rate forecasts into 
our model. 

Valuations to get de-rated 

With revenue and earnings slowing down, we believe Tech Mahindra would no 
longer trade at a premium to more diversified peers like Satyam.  

We value Tech Mahindra at 17x FY09E earnings. Our target P/E multiple of 17x 
is derived from a 10% discount to our target of 19x FY09E for Satyam. Satyam 
is widely used as a benchmark for valuing companies in the non-Tier I space; 
we use Satyam as benchmark for our entire mid-cap IT services universe.  

We expect TechM PER to get de-rated from a premium PE multiple to a 
discount PE multiple over Satyam as revenue and earnings growth slow from 
high teens to single digits.  

Figure 4. Tech Mahindra: 12-month forward PER valuation band chart 
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We believe P/E remains the most appropriate valuation measure given Indian IT 
companies’ profitable track record and earnings visibility. 

Figure 3. Earnings Revision 

FYE Net Profit EPS %  DPS 
31 Mar (RsM) (Rs) chg (Rs) 
2008E 7,725 58.97 -7.2 2.00 
  Prev 8,291 63.55   2.00 
2009E 10,254 78.36 -14.1 3.00 
  Prev 11,903 91.23   3.00 
2010E 11,918 91.08 -17.1 4.00 
  Prev 14,330 109.83   4.00 

Source: Citi Investment Research estimates 
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Upside Risks 

Large deal announcement: Announcement of any large deal from BT or any 

other customer could act as a positive catalyst for the stock price. 

Sharp ramp up in BTGS: Better than expected ramp up in BTGS could result in 

positive earnings surprise.  

INR depreciation: INR depreciation could be a positive for the entire IT 

services sector and would impact Tech Mahindra positively as well.  

Inorganic initiatives: Announcement of any inorganic initiatives could be a 

positive catalyst for the stock price.  

2QFY08 Result Tables 

Figure 5. Key financials 

Rs m 2Q07 1Q08 2Q08 QoQ YoY
Revenue (US m) 150 211 221 4.7% 46.8%
Revenue 6,976 8,763 8,976 2.4% 28.7%
Cost of revenue 4,149 5,492 5,658 3.0% 36.4%
Gross profit 2,827 3,271 3,318 1.4% 17.4%
Gross margin 40.5% 37.3% 37.0% -36bp -356bp
Operating expenses 1,058 1,338 1,346 0.6% 27.2%
EBITDA 1,769 1,933 1,972 2.0% 11.5%
EBITDA margin 25.4% 22.1% 22.0% -9bp -339bp
Depreciation and amortization 113 168 193 14.9% 70.8%
EBIT 1,656 1,765 1,779 0.8% 7.4%
EBIT margin 23.7% 20.1% 19.8% -32bp -392bp
Profit before tax 1,599 1,881 2,002 6.4% 25.2%
Income tax expense 169 183 187 2.2% 10.7%
Income from operations 1,430 1,698 1,815 6.9% 26.9%
EO income/(loss) 339 3 2 n.a. n.a.
Net profit 1,769 1,701 1,817 6.8% 2.7%
Recurring EPS - basic 12.67 14.04 14.99 6.8% 18.3%
Recurring EPS - fully diluted 11.14 12.92 13.87 7.4% 24.5% 

Source: Company Reports 

 

Figure 6. Revenue mix 

  1Q07 2Q07 3Q07 4Q07 1Q08 2Q08
Geography wise       
North America 18% 18% 19% 19% 19% 19%
Europe 67% 73% 73% 76% 74% 75%
Rest of World 15% 9% 8% 5% 7% 6%
Delivery location wise             
Onsite 34% 38% 40% 41% 43% 45%
Offshore 66% 62% 60% 59% 57% 55% 

Source: Company Reports 
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Figure 7. Key HR and execution metrics 

  1Q07 2Q07 3Q07 4Q07 1Q08 2Q08
Total headcount 12,366 15,080 17,774 19,749 21,146 23,100
 - IT delivery 11,721 14,413 15,527 17,181 18,092 18,883
    - net add 1,846 2,692 1,114 1,654 911 791
 - BPO delivery 0 0 1,542 1,755 2,019 3,191
    - net add 0 0 1,542 213 264 1,172
 - Sales & Support 645 667 705 813 1,035 1,026
Utilization 74.0% 69.0% 67.0% 67.0% 67.0% 63.0% 

Source: Company Reports 

Figure 8. Key client metrics 

  1Q07 2Q07 3Q07 4Q07 1Q08 2Q08
No. of active clients 65 70 78 83 87 96
Client relationship size       
>$ 1m 17 17 22 29 31 32
> $ 2m 10 12 15 18 18 17
> $ 5m 7 8 8 8 9 12
> $ 10m 5 5 5 6 6 6
> $ 15m 3 4 4 4 5 4
> $ 20m 2 3 3 3 3 3
> $ 25m 2 2 2 2 3 3
> $ 50m 1 1 1 2 2 2
Client concentration             
Top client 58% 64% 65% 67% 64% 65%
Top 5 86% 82% 82% 83% 85% 86%
Top 10 91% 90% 90% 89% 90% 89% 

Source: Company Reports 

 

Tech Mahindra 

Company description 

One of India's top 10 IT Services providers focused on the telecom space, 
TechM services Telecom Service Providers (TSPs), Telecom Equipment 
Manufacturers (OEMs), Software Vendors and Systems Integrators (SIs). 
Formed in 1986 – JV between M&M and British Telecom (BT). Key clients 
include BT, Alcatel, AT&T, Alltel, Convergys, Motorola, O2 and Vodafone. 
TechM is headquartered at Pune with development centres across India and a 
couple of centers in the UK. 45% of revenues from BSS, 20-25% from OSS, 
10-15% from Next generation networks and the remainder from new areas. 
TechM is the only Indian player in the top 10 BSS vendors worldwide, as 
ranked by Gartner Dataquest. 

Investment strategy 

We rate TechM Sell/High Risk (3H) based on a fundamental 12-month view. 
With high exposure to the telecom domain, TechM is likely to get affected with 
deteriorating fundamental trends in telecom vertical. While we expect margins 
to decline in FY08 on account of currency, wages and investments in the BT 
Global Services contract, there is downside risk to revenue estimates in case of 
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slower IT spend from telecom service providers. We expect revenue and EPS 
CAGRs of 29% and 22% respectively over FY07-FY10E. With our FY09 
estimates at 13% lower than the consensus, we see risks of consensus 
downward revisions weighing on the stock performance. 

Valuation 

With revenue and earnings slowing for Tech Mahindra, we believe it would not 
trade at a premium to more diversified peers like Satyam. Our target P/E 
multiple of 17x FY09E EPS is derived from a 10% discount to our target of 19x 
FY09E for Satyam. Satyam is widely used as a benchmark for valuing 
companies in the non-Tier I space; we use Satyam as benchmark for our entire 
mid-cap IT services universe. We expect TechM PER to get de-rated from a 
premium PE multiple to a discount PE multiple over Satyam as revenue and 
earnings growth slows from high-teens to single-digit growth.  We believe P/E 
remains the most appropriate valuation measure given Indian IT companies’ 
profitable track record and earnings visibility. 

Risks 

We rate Tech Mahindra High Risk, in line with our quantitative risk rating 
system. We believe a High Risk rating is appropriate as BT and AT&T have 
ownership/options in TechM and that ensures decent visibility on revenues and 
earnings, while the company also has strong cash flows and a solid balance 
sheet. However, the top two customers account for >75% of revenues, implying 
high client concentration risk. The key upside risks to our target price include: 
1) Any significant depreciation of the rupee against the US Dollar/Euro/GBP;  
2) A sharp upturn in IT spending among telecom service providers; 3) Sharp 
ramp-ups in BT Global services deal 4) Hiring rebounding in next few quarters; 
5) Large deal announcement; and 6) Acquisition-related risks. 
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respect to each issuer or security that the research analyst, strategist or research associate covers in this research report, all of the views expressed in this 
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requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details.  
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia to wholesale clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through Citi 
Smith Barney Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments Commission.  
Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 
004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and 
relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private 
Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available 
in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, 
APIMEC - Associação 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.  The Product may not be 
distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by 
Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin).  Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main.  If the Product is made available in Hong Kong by, 
or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  
Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission.  If the Product is made available in Hong Kong by The Citigroup Private 
Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  The Citigroup Private Bank and Citibank N.A. is regulated 
by the Hong Kong Monetary Authority.  The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities and 
Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia through PT Citigroup Securities Indonesia.  5/F, 
Citibank Tower, Bapindo Plaza, 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 
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(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.  If the Product 
was prepared by Citi Investment Research and distributed in Japan by Nikko Citigroup Limited ("NCL"), it is being so distributed under license.  If the Product was prepared 
by NCL and distributed by Nikko Cordial Securities Inc. or Citigroup Global Markets Inc. it is being so distributed under license. NCL 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.  In the event that an error is found in an NCL research report, a revised version will be posted on Citi 
Investment Research'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 Financial Supervisory Commission and the Financial Supervisory Service.  Hungkuk Life 
Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061.  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, which is regulated by Comision Nacional Bancaria y de Valores.  Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the 
Product is made available through Citigroup Global Markets New Zealand Ltd., a Participant of the New Zealand Exchange Limited and regulated by the New Zealand 
Securities Commission.  Level 19, Mobile on the Park, 157 lambton Quay, Wellington.  The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an 
indirect subsidiary of Citigroup Inc., which is regulated by Komisja Papierów Wartosciowych i Gield.  Bank Handlowy w Warszawie 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., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore.  
1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192.  The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore 
branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore.  Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South 
Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is 
regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services contained herein are not 
available to private customers in South Africa.  The Product is made available in Taiwan through Citigroup Global Markets Inc. (Taipei Branch), which is regulated by 
Securities & Futures Bureau.  No portion of the report may be reproduced or quoted in Taiwan by the press or any other person.  No. 8 Manhattan Building, Hsin Yi Road, 
Section 5, Taipei 100, Taiwan.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange 
Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in United Kingdom by 
Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person 
outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this 
material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is 
regulated by NASD, NYSE and the US Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless specified to the contrary, within EU Member 
States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  Many European regulators require that a firm 
must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment research. The 
policy applicable to Citi Investment Research'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 be illegal. 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. 

This Product is not intended for distribution in Poland.  Any receipt or review of the Product in Poland is not authorized by the Firm. 

© 2007 Citigroup Global Markets Inc. (© Nikko Citigroup Limited, if this Product was prepared by it). Citi Investment Research is a division and service mark of Citigroup 
Global Markets Inc. and its affiliates and is used and registered throughout the world. Citigroup and the Umbrella Device are trademarks and service marks of Citigroup or 
its affiliates and are used and registered throughout the world. Nikko is a registered trademark of Nikko Cordial Corporation. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure 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. The Firm accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or 
contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to 
the extent to which the Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the 
data and information contained therein.  Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your 
convenience and information and the content of the linked site does not in anyway form part of this document.  Accessing such website or following such link through the 
Product or the website of the Firm shall be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 


