
                                                     
 
 

 

 

 
JM MORGAN STANLEY 

March 28, 2007 

India Strategy 
More Snakes Than Ladders 

Conclusion:  As the market tries to forge ahead, we 
think it is more likely to encounter snakes that gulp it 
down to lower levels than arrows or ladders that propel 
it to higher levels.  There are three reasons for our 
view.  The first is that, anecdotally, investors seem 
complacent about the recent fall, having been burnt by 
their experience last year when they were caught being 
too bearish post the May 2006 fall.  Second, the market 
faces several headwinds in the form of a weaker 
domestic demand outlook (heralded by higher interest 
rates), a relatively less docile political environment at 
home and uncertain prospects for global risk appetite. 
Last, neither fundamentals nor market technicals 
suggest that we are done with the correction.   

What’s New:  Recent flows suggest that investors are 
not as bearish as they were in the weeks after the May 
2006 correction.  However, unlike in the aftermath of 
May 2006, investors have to deal with the prospects of 
slowing domestic growth – the only way India can fix its 
inflation problem in the coming months.  This is 
juxtaposed with a less favorable political environment 
with the forthcoming elections (19 in all over the next 
24 months) creating possibilities of a backlash on 
reforms, though probably not an upheaval in the 
government.  The market is trading at valuations that 
do not suggest positive returns, while fundamentals are 
looking less robust than before.  India’s high and rising 
beta indicates heavy dependence on global factors for 
its immediate performance and global factors appear 
less predictable than before.  This situation is hard for a 
mixed bag of technical indicators to neutralize.    

Implications:  Fundamentally, the fair value for the 
BSE Sensex is around 11,500 on our residual income 
model, but we see little to prevent it from trading below 
fair value (especially given that it has traded above fair 
value for months).  From a portfolio perspective, we are 
anchored in a relatively defensive portfolio, which is 
underweight consumer cyclicals and rate sensitives.  In 
a tactical move, we are increasing the cash balance in 
our model portfolio, while trimming our position in the 
software services sector.    

Morgan Stanley 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. Customers of Morgan Stanley 
in the U.S. can receive independent, third-party 
research on the company covered in this report, at 
no cost to them, where such research is available. 
Customers can access this independent research at 
www.morganstanley.com/equityresearch or can call 
1-800-624-2063 to request a copy of this research. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section. 
+= Analysts employed by non-U.S. affiliates are not registered pursuant to NASD/NYSE rules. 
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Exhibit 1 
India: Highly Correlated to the World 
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Source: FactSet, MSCI, Morgan Stanley Research 
Exhibit 2 
Sensex: Correction Not As Deep This Time 
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Source: Bloomberg, Morgan Stanley Research 
Exhibit 3 
India: Interest Rates Have Risen Quite Rapidly 
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Source: Bloomberg, SBI, Morgan Stanley Research 

 
 
Exhibit 4 
Sensex: Consensus EPS Lowered Since February 
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Source: FactSet, IBES, Morgan Stanley Research 
Exhibit 5 
Sensex: Earnings Revisions at the Sector Level  

NP08 
Current 

Value 
1 months 

back 
3 months 

back
6 months 

back

Market 15.1% 15.4% 15.2% 12.8%
Market ex energy 20.3% 20.5% 19.9% 17.1%
Cons. Discretionary 22.4% 23.1% 22.7% 22.7%
Cons. Staples 19.1% 19.9% 21.8% 19.2%
Energy 2.2% 3.0% 3.6% 2.5%
Financials 23.6% 23.3% 24.4% 22.3%
Healthcare 11.7% 12.8% 18.2% 18.9%
Industrials 23.8% 25.0% 23.5% 21.5%
Material 0.5% 0.0% -2.8% -6.1%
Tech 30.1% 29.7% 27.7% 24.7%
Telecom 44.0% 45.2% 41.9% 34.4%
Utilities 11.3% 11.0% 11.4% 9.9%
Source: FactSet, IBES, Morgan Stanley Research 
Exhibit 6 
India: Corporates Leveraging Balance Sheets  
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The Gulping Snakes 
As the market tries to forge ahead, we think it is more likely to 
encounter snakes that gulp it down to lower levels than 
arrows or ladders that propel it to higher levels.  There are 
three reasons for our view.  The first is that, anecdotally, 
investors seem complacent about the recent fall, having been 
burnt by their experience last year when they were caught 
being too bearish post the May 2006 fall.  Second, the market 
faces several headwinds in the form of a weaker domestic 
demand outlook (heralded by higher interest rates), a 
relatively less docile political environment at home and 
uncertain prospects for global risk appetite.  The fact is that 
Indian equity returns continue to be highly correlated with the 
world and hence heavily dependent on global outcomes 
(Exhibit 1).  The global scenario seems mired by sub-prime 
concerns in the US, a possible slowdown in China and 
inflation and growth issues in the US.  In such circumstances, 
we think that global risk appetite may not be as strong as it 
was in 2006.  Last, neither fundamentals nor market 
technicals suggest that we are done with the correction.   

Investors Have Come Back 
Investors seem to have learnt from their May 2006 experience 
by not selling down heavily into the February fall (Exhibit 2).  
In fact, in recent days and weeks, overseas investors seemed 
to have covered shorts and also bought stock in the cash 
market.  In the six weeks post the market high in May 2006 
(which is where we are currently with respect to the Sensex 
high hit on February 8, 2007), FIIs had purchased a net of 
US$200 million through the cash and futures market with net 
selling of US$2.1 billion in the cash market.  This time around, 
the six weeks post the February 8 high have witnessed net 
buying of over US$2 billion, including net buying of US$950 
million in the cash market.   

We think this reflects some complacency on the part of 
investors, especially given how different the macro conditions 
are today compared with May 2006.  Hence, we believe the 
market has not discounted the possible slowdown in growth 
that we think is only way India can resolve its inflation problem.  
In our view, the inflation problem is one of excess demand 
over supply and, with supply unlikely to be created quickly, 
demand needs to slow.  The rise in rates over recent months 
should produce a lagged effect on India’s leveraged 
consumption-driven growth cycle.  While bank deposit rates 
have risen 150 bps over the past four months, AAA corporate 
borrowing rates are up by close to 250 bps (Exhibit 3).  We 
expect GDP growth to slow from 9.2% in F2007 to 7.5% in 
F2008.   

The market also has to deal with a deteriorating political 
environment.  No doubt, politics have not contributed to the 
economy’s performance or, for that matter, the market’s 
performance over the past three years.  However, we think 
that 2007 could be an inflexion point.  We have already seen 
some signs of negative political intervention post the state 
elections in February.  Uttar Pradesh, India’s largest state, 
goes to the polls in the next two months.  We still see little risk 
to the government – the BJP and its allies do not appear to 
have enough support to be a serious threat, while the third 
front (ex Congress and the BJP) does not have the strength to 
form a government.  The BJP and its core allies plus 
Congress have close to 300 seats in the 543-seat parliament, 
leaving the third front with limited options.  However, the 
policy environment could be at risk if the parties in power at 
the centre suffer from electoral reversals.  We must also note 
that there are 19 state elections (including Uttar Pradesh) 
coming up over the next 24 months in the run-up to the next 
central elections in 2009.  As such, this does not imply a 
conducive background for positive policy action.   

Valuations and Earnings Are Doing OK … But Only Just 
Obviously, earnings are in good shape.  The economy is still 
operating at full speed.  In all probability, the forthcoming 
earnings season will be good.  However, expectations are 
also high, which lends itself to negative surprises.  It is 
noteworthy that, for the first time in several months, the sell 
side consensus has been lowering estimates.  We have seen, 
a small downward draft in the estimates for the BSE Sensex 
constituents (Exhibit 4).  F2008 EPS and F2009 estimates 
have been cut by 2% each since their peaks on February 8, 
2007.  The four sectors where forecast earnings growth has 
risen over the past month are: financials, technology, utilities 
and materials (Exhibit 5).  We think earnings will turn distinctly 
weaker in the latter part of 2007 if the economy slows down 
as we are forecasting.   

At the same time, ROE is also likely to come under pressure. 
The fact is that corporate India has upped the ante on adding 
assets to its balance sheet.  This will have negative 
implications for asset turnover, especially if revenue growth 
slows.  Corporate India is trying hard to shore up ROE by 
leveraging the balance sheet – the only viable option in the 
coming 12 months (Exhibit 6, and see A New ROE Wave 
dated February 14, 2007).  The other issue for investors to 
deal with is the slippage that we are witnessing in earnings 
quality.  Thus the share of operating cash flow in net profit is 
at an eight-year low, suggesting that book entries may be 
shoring up reported earnings (Exhibit 7, and see Who Cares 
for Cash?, dated January 2, 2007) 
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Exhibit 7 
Corporate India: Earnings Quality Suffering 
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Source: Company data, Morgan Stanley Research 
 
Exhibit 8 
India: Relative Valuations Still Rich 
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Source: FactSet, MSCI, Morgan Stanley Research 
 
Exhibit 9 
India: Equities Getting Expensive Relative to Bonds 
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Source: Bloomberg, company data, Morgan Stanley Research 

 

Exhibit 10 
India: Absolute Valuations Implying Negative Returns 
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Source: FactSet, MSCI, Morgan Stanley Research 
 
Exhibit 11 
India: Most Sectors Looking Richly Valued  

  MSCI India Asia Pac 
Emerging 
Markets 

March 27, 2007 P/E 
Curr / 

Avg 
Rel 
P/E 

Curr / 
Avg

Rel 
P/E

Curr / 
Avg

Consumer Discretionary 19.5 105% 1.2 114% 1.3 109%
Consumer Staples 22.7 72% 1.1 75% 1.1 68%
Energy 14.9 140% 1.4 168% 1.6 166%
Financials 25.2 217% 1.5 217% 1.6 218%
Health Care 28.5 93% 0.7 80% 1.3 118%
Industrials 24.8 160% 1.4 170% 1.4 166%
Technology 31.6 66% 1.9 99% 2.0 103%
Materials 11.2 93% 0.9 119% 0.8 92%
Telecoms 12.7 121% 0.8 140% 0.8 122%
Utilities 12.2 124% 0.9 132% 0.7 97%
Source: FactSet, MSCI, Morgan Stanley Research 
 
Exhibit 12 
India: Return Tails Remarkably Thin 
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The market trades at 16x F2008 earnings (based on the BSE 
Sensex, using consensus estimate).  This does not appear 
terribly expensive, but has to be put into context with where 
earnings estimates could go over the coming months.  The 
distinct difference from where we have been over the past 
three years is that earnings estimates may not necessarily 
rise in the coming months.  On a relative basis, India remains 
richly valued, at premiums of 29% and 40% over the world 
and emerging market P/E multiples on a one-year forward 
basis (Exhibit 8).  Relative to interest rates, valuations are 
now more expensive than they have been in six years (Exhibit 
9).  The trailing multiple on the MSCI India index suggests 
that we may have to deal with negative returns in the coming 
12 months.  At just over 22x earnings, historical patterns 
would suggest that there is a 75% chance that index delivers 
a negative return in the coming 12 months (Exhibit 10).  As 
we have noted recently, most Indian sectors are trading at a 
premium to history when compared with emerging markets.  
The exceptions are consumer staples, utilities and materials 
(Exhibit 11).  

Market Technicals: A Mixed Bag Providing Little Solace 
Market technicals remain a mixed bag.  To start with, breadth 
has been very feeble.  Of all the stocks that have traded over 
the past one year, 66% have delivered negative returns.  The 
median 12-month trailing return on all the stocks that have 
traded is -18.5%, whereas the BSE Sensex is up 15% over 
the same period.  Return tails are remarkably thin and now in 
‘buy’ territory (Exhibit 12).  Unsurprisingly, trading volumes 
are drifting lower (Exhibit 13).  All this would suggest that the 
market is far from exuberant.  However, the Nifty put-call ratio 
is also off its highs, indicating that the market has fewer 
‘shorts’ than a month ago (Exhibit 14).  The trailing six-month 
return is strong and this has historically indicated forthcoming 
weakness (Exhibit 15).  The bottom line is that market 
dynamics are probably neutral and not indicating an oversold 
market.  We think this could mean more downside than 
upside, given other factors at work.   

Model Portfolio Change 
Expectations have been building up in tech stocks.  True, 
earnings are likely to be strong, but the key is how good the 
guidance will be.  In the context of a slightly less predictable 
growth environment in the US and immediate currency 
concerns, coupled with the ownership issues, we think 
tactically it may be better to trade out of technology for the 
time being.  We are reducing our position in Infosys by 200 
bps, which effectively lowers our technology position to 
neutral versus the MSCI benchmark.  Our analyst, Anantha 
Narayan, continues to rate the stock Overweight.  Once 
again, given our view on the market, we move this to cash. 

Exhibit 13 
Sensex: Trading Volumes Fell in the Correction 
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Source: BSE, NSE, Morgan Stanley Research 
 
Exhibit 14 
Sensex: Nifty Put-Call Ratio Is Off Its Highs 
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Source: ASA, Morgan Stanley Research 
 
Exhibit 15 
Sensex: 6M Trailing Returns Suggest Downside 
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Model Portfolio 
 Reuters MSCI Portfolio Over/Under Price (Rs) Mkt Cap Avg 3M T/O Analyst YTD Perf.
Company Ticker Weight (%) Weight (%) - Weight (bps) 28/3/07 US$mn US$mn Rating (%)
Consumer Discretionary  7.0 0.0 -696  
Consumer Staples  6.0 9.6 355  
Hindustan Lever Ltd HLL.BO 2.1 5.6 350 197.8 10,018 20.1 Overweight -8.7
Marico Industries MRCO.BO NA 2.0 200 58.7 783 0.7 Overweight 8.7
Dabur India DABU.BO NA 2.0 200 90.7 1,795 3.6 Overweight -7.4
Energy  16.9 23.1 622  
Oil & Natural Gas Corp. ONGC.BO 3.1 6.1 300 866.3 42,645 29.5 Overweight -0.4
Reliance Industries Ltd. RELI.BO 13.1 15.1 200 1,348.7 43,243 104.1 Overweight 6.2
Hindustan Petroleum HPCL.BO 0.3 1.9 160 254.8 1,987 4.5 Underweight -8.5
Financials  20.8 12.5 -823  
HDFC Bank Ltd. HDBK.BO 3.1 3.1 0 955.5 6,886 16.7 Equal-Weight -10.7
ICICI Bank ICBK.BO 8.0 7.5 -50 857.6 17,563 36.1 Equal-Weight -3.7
Union Bank of India UNBK.BO NA 2.0 200 98.8 1,148 2.4 Overweight -19.5
Healthcare  4.9 5.9 101  
Lupin LUPN.BO NA 1.3 125 582.4 1,120 2.1 Overweight -4.9
Sun Pharma SUN.BO 0.7 4.7 400 996.8 4,752 6.5 Overweight 1.8
Industrials  9.1 0.0 -915  
Materials  6.4 1.5 -489  
Steel Authority of India SAIL.BO NA 1.5 150 110.0 10,452 35.1 Overweight 23.3
Technology   21.5 21.5 5       
Infosys Technologies Ltd. INFY.BO 14.2 15.2 100 1,992.3 25,035 74.2 Overweight -11.1
Patni Computer Systems PTNI.BO NA 1.0 100 372.8 1,182 3.4 Overweight -10.8
Tata Consultancy Services TCS.BO 2.3 5.3 300 1,201.0 27,050 38.8 Overweight -1.4
Telecoms   4.9 6.2 129       
Reliance Communications Ltd. RLCM.BO 4.2 6.2 200 418.5 19,691 88.7 Overweight-V -11.2
Utilities   2.5 3.9 142       
Reliance Energy RLEN.BO 0.8 1.8 100 482.4 2,357 9.5 NA -7.2
GAIL India GAIL.BO 1.1 2.1 100 267.3 5,201 5.4 Underweight 2.2
Cash   0.0 15.7 1,568       
NA = Not applicable/available            Source: Bloomberg, Morgan Stanley Research 

 

Market Focus 
  Current 1-W YTD

BSE Sensex 12,884.34 -0.48 -6.55

MSCI India * 533.03 1.21 -4.95
* Local currency, As of March 26, 2007.  Source: Bloomberg, Morgan Stanley Research 
 
 

Model Portfolio Changes 
From% To %

Infosys 17.2 15.2
Cash 13.7 15.7
Source: Morgan Stanley Research 
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The research analysts, strategists, or research associates principally responsible for the preparation of this research report have received 
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues 
and overall investment banking revenues. 
Morgan Stanley & Co. Incorporated makes a market in the securities of Infosys Technologies. 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions. 
 

STOCK RATINGS 
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. For example, Morgan 
Stanley uses a relative rating system including terms such as Overweight, Equal-weight or Underweight (see definitions below). A rating system 
using terms such as buy, hold and sell is not equivalent to our rating system. Investors should carefully read the definitions of all ratings used in 
each research report. In addition, since the research report contains more complete information concerning the analyst's views, investors should 
carefully read the entire research report and not infer its contents from the rating alone.  In any case, ratings (or research) should not be used or 
relied upon as investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's 
existing holdings) and other considerations. 
 

Global Stock Ratings Distribution 
(as of February 28, 2007) 
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For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell 
alongside our ratings of Overweight, Equal-weight and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we 
cover. Overweight, Equal-weight, and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see 
definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we 
correspond Equal-weight and Underweight to hold and sell recommendations, respectively. 
 

  Coverage Universe Investment Banking Clients (IBC) 

Stock Rating Category Count % of Total Count
% of Total 

IBC
% of Rating 

Category

Overweight/Buy 834 38% 288 42% 35%
Equal-weight/Hold 1003 45% 308 45% 31%
Underweight/Sell 370 17% 91 13% 25%
Total 2,207  687   
 
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley or an affiliate received investment banking compensation in the last 12 months. 
 

Analyst Stock Ratings 
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis 
over the next 12-18 months. 
Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-
adjusted basis over the next 12-18 months. 
Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted 
basis, over the next 12-18 months. 
More volatile (V) - We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in a month, based on a 
quantitative assessment of historical data, or in the analyst's view, it is likely to become materially more volatile over the next 1-12 months compared 
with the past three years.  Stocks with less than one year of trading history are automatically rated as more volatile (unless otherwise noted). We 
note that securities that we do not currently consider "more volatile" can still perform in that manner. 
Unless otherwise specified, the time frame for price targets included in this report is 12 to 18 months. 
 

Analyst Industry Views 
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below. 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; 
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index. 
 
Stock price charts and rating histories for companies discussed in this report are available at www.morganstanley.com/companycharts or from your 
local investment representative.  You may also request this information by writing to Morgan Stanley at 1585 Broadway, (Attention: Equity Research 
Management), New York, NY, 10036 USA. 
 

Other Important Disclosures 
For a discussion, if applicable, of the valuation methods used to determine the price targets included in this summary and the risks related to achieving these targets, 
please refer to the latest relevant published research on these stocks.  Research is available through your sales representative or on Client Link at 
www.morganstanley.com and other electronic systems. 

This report does not provide individually tailored investment advice.  It has been prepared without regard to the individual financial circumstances and objectives of 
persons who receive it.  The securities discussed in this report may not be suitable for all investors. Morgan Stanley recommends that investors independently evaluate 
particular investments and strategies, and encourages investors to seek the advice of a financial adviser.  The appropriateness of a particular investment or strategy will 
depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies discussed in this report may not be suitable for all investors, 
and certain investors may not be eligible to purchase or participate in some or all of them. 
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This report is not an offer to buy or sell or the solicitation of an offer to buy or sell any security or to participate in any particular trading strategy.  The "Important US 
Regulatory Disclosures on Subject Companies" section lists all companies mentioned in this report where Morgan Stanley owns 1% or more of a class of common 
securities of the companies.  For all other companies mentioned in this report, Morgan Stanley may have an investment of less than 1% in securities or derivatives of 
securities of companies mentioned in this report, and may trade them in ways different from those discussed in this report. Employees of Morgan Stanley not involved in 
the preparation of this report may have investments in securities or derivatives of securities of companies mentioned in this report, and may trade them in ways different 
from those discussed in this report. Derivatives may be issued by Morgan Stanley or associated persons. 

Morgan Stanley and its affiliate companies do business that relates to companies covered in its research reports, including market making and specialized trading, risk 
arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to 
and buys from customers the securities/instruments of companies covered in its research reports on a principal basis. 

With the exception of information regarding Morgan Stanley, reports prepared by Morgan Stanley research personnel are based on public information. Morgan Stanley 
makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when 
opinions or information in this report change apart from when we intend to discontinue research coverage of a subject company. Facts and views presented in this report 
have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel. 

Morgan Stanley research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses 
for such visits. 

The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational 
or financial conditions of companies or other factors.  There may be time limitations on the exercise of options or other rights in your securities transactions.  Past 
performance is not necessarily a guide to future performance.  Estimates of future performance are based on assumptions that may not be realized. Unless otherwise 
stated, the cover page provides the closing price on the primary exchange for the subject company's securities. 

To our readers in Taiwan:  Information on securities that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your 
reference only.  The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. This publication may not be 
distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Information on securities that do not trade 
in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities. MSTL may not execute 
transactions for clients in these securities. 

To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Dean Witter Asia Limited as part of its 
regulated activities in Hong Kong. If you have any queries concerning this publication, please contact our Hong Kong sales representatives. 

Certain information in this report was sourced by employees of the Shanghai Representative Office of Morgan Stanley Dean Witter Asia Limited for the use of Morgan 
Stanley Dean Witter Asia Limited. 

This publication is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Dean Witter Asia Limited (which accepts 
responsibility for its contents); in Singapore by Morgan Stanley Dean Witter Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia 
(Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in 
Australia by Morgan Stanley Dean Witter Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services licence No. 233742, which accepts 
responsibility for its contents; in Korea by Morgan Stanley & Co International Limited, Seoul Branch; in India by JM Morgan Stanley Securities Private Limited; in Canada 
by Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of this publication in Canada; in Germany by Morgan 
Stanley Bank AG, Frankfurt am Main, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley 
group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that this document has been written and distributed in 
accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. 
Incorporated and Morgan Stanley DW Inc., which accept responsibility for its contents.  Morgan Stanley & Co. International Limited, authorized and regulated by 
Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services and 
Markets Act 2000, research which has been prepared by any of its affiliates.  Private U.K. investors should obtain the advice of their Morgan Stanley & Co. International 
Limited representative about the investments concerned. In Australia, this report, and any access to it, is intended only for "wholesale clients" within the meaning of the 
Australian Corporations Act. 

The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers make no warranties or representations of any 
kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.  The 
Global Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P. 

Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. 
MSCI has not reviewed, approved or endorsed the projections, opinions, forecasts and trading strategies contained herein. Morgan Stanley has no influence on or 
control over MSCI's index compilation decisions. 

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley. 

Morgan Stanley research is disseminated and available primarily electronically, and, in some cases, in printed form. 

Additional information on recommended securities is available on request. 
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