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SKS Microfinance (SKSM.BO) 
 Sell: Asset Quality Concerns Not Alleviated 
  

 Higher credit costs lead to larger than expected losses in 2Q FY12 — SKS’ losses 
expanded to Rs3.8bn in 2Q, driven by higher credit costs on its Andhra Pradesh (AP) 
loan portfolio. While its non-AP portfolio remained largely stable (on loan yields and 
asset quality), the AP regulatory environment is a key business constraint.  

 Lowering earnings, reducing TP to Rs155 — We are revising our earnings estimates 
down to factor in higher credit losses in 1H FY12 and reducing our target price to 
Rs155 (from Rs200), benchmarked now at 1.2x Adjusted BV (after incorporating losses 
from the AP book, net of tax benefits). Persistent regulatory overhang continues to 
meaningfully impact SKS’ business prospects; the longer the impasse in AP continues, 
the lesser is the likelihood of recoveries from this portfolio. Maintain Sell (3H). 

 AP and WB recoveries still low, could hurt more — SKS’ AP loans are Rs8.2bn 
(32.8% of loans), down from its peak of Rs15bn a year ago (post ~Rs5.5bn of write-
offs, provisions and marginal recoveries). Incremental recoveries continue to be low for 
AP (~10%) and WB (~85%). We expect low eventual recoveries in AP (~15%), given 
the unsecured nature and long repayment gaps (over 1 year for most loans).  

 Likely capital raising near term — SKS has sought shareholder approval for 
incremental capital issuance of Rs9bn. At current stock prices, this would lead to 42% 
dilution for existing shareholders. While this would support capital adequacy and 
liquidity management, the current weak capital markets could lead to delays. 

 Expected MFI Bill a positive, but delays a key risk — We believe the proposed MFI 
Bill, if enacted, would  be a positive for the MFI sector (removes the AP Ordinance and 
its inherent constraints). The Bill is expected to be presented in the coming months; 
however, given the uncertain political environment, risks of delays cannot be ruled out. 
Moreover, we believe the road to profitability for SKS will still be long and gradual, and 
it is too early to turn positive on the stock. 
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Statistical Abstract             
                

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

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

2010A 1,740 30.94 77.9 5.7 1.2 21.6 0.0 

2011A 1,116 16.31 -47.3 10.8 0.7 8.2 0.0 

2012E -6,940 -95.96 na -1.8 1.2 -48.4 0.0 

2013E -612 -8.46 91.2 nm 1.2 -5.8 0.0 

2014E -874 -12.09 -42.9 -14.5 1.4 -8.9 0.0 

Source: Powered by dataCentral           

Sell/High Risk 3H
Price (09 Nov 11) Rs175.55
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Expected share price return -11.7%
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        Fiscal year end 31-Mar 
 

2010 2011 2012E 2013E 2014E 

        Valuation Ratios     

        P/E adjusted (x) 5.7 10.8 -1.8 nm -14.5 
        P/E reported (x) 5.7 10.8 -1.8 nm -14.5 
        P/BV (x) 1.2 0.7 1.2 1.2 1.4 
        P/Adjusted BV diluted (x) 1.2 0.7 2.1 2.5 2.4 
        Dividend yield (%) 0.0 0.0 0.0 0.0 0.0 
        Per Share Data (Rs)     
        EPS adjusted 30.94 16.31 -95.96 -8.46 -12.09 
        EPS reported 30.94 16.31 -95.96 -8.46 -12.09 
        BVPS 148.47 246.23 150.26 141.81 129.72 
        Tangible BVPS 148.47 246.23 150.26 141.81 129.72 
        Adjusted BVPS diluted 148.85 248.33 84.47 71.02 72.29 
        DPS 0.00 0.00 0.00 0.00 0.00 

        Profit & Loss (RsM)     

        Net interest income 5,960 8,186 2,889 4,667 6,603 
        Fees and commissions 726 1,008 747 988 1,285 
        Other operating Income 15 22 44 88 175 
        Total operating income 6,701 9,217 3,681 5,743 8,063 
        Total operating expenses -3,511 -5,130 -4,071 -3,975 -4,636 
        Oper. profit bef. provisions 3,190 4,087 -390 1,768 3,427 
        Bad debt provisions -513 -2,362 -6,220 -2,694 -4,752 
        Non-operating/exceptionals 0 0 0 0 0 
        Pre-tax profit 2,677 1,724 -6,610 -927 -1,325 
        Tax -937 -608 -330 315 450 
        Extraord./Min. Int./Pref. Div. 0 0 0 0 0 
        Attributable profit 1,740 1,116 -6,940 -612 -874 
        Adjusted earnings 1,740 1,116 -6,940 -612 -874 
        Growth Rates (%)     
        EPS adjusted 77.9 -47.3 -688.2 91.2 -42.9 
        Oper. profit bef. prov. 131.9 28.1 -109.5 553.1 93.9 

        Balance Sheet (RsM)     

        Total assets 40,552 42,997 31,824 39,022 47,012 
        Avg interest earning assets 34,716 40,808 37,376 36,289 44,361 
        Customer loans  29,778 36,029 29,333 36,293 45,281 
        Gross NPLs 97 182 7,208 7,574 7,915 
        Liab. & shar. funds 40,552 42,997 31,824 39,022 47,012 
        Total customer deposits 0 0 0 0 0 
        Reserve for loan losses 122 334 2,449 2,455 3,761 
        Shareholders' equity 9,580 17,808 10,868 10,256 9,382 

        Profitability/Solvency Ratios (%)     

        ROE adjusted 21.6 8.2 -48.4 -5.8 -8.9 
        Net interest margin 17.17 20.06 7.73 12.86 14.88 
        Cost/income ratio 52.4 55.7 110.6 69.2 57.5 
        Cash cost/average assets 9.9 12.3 10.9 11.2 10.8 
        NPLs/customer loans 0.3 0.5 24.6 20.9 17.5 
        Reserve for loan losses/NPLs 125.6 183.4 34.0 32.4 47.5 
        Bad debt prov./avg. cust. loans 2.3 7.2 19.0 8.2 11.7 
        Loans/deposit ratio na na na na na 
        Tier 1 capital ratio 28.5 44.6 32.5 25.1 18.2 
        Total capital ratio 28.5 44.6 32.5 25.1 18.2 

        

For further data queries on Citi's full coverage universe 
please contact CIRA Data Services Asia Pacific at 
CIRADataServicesAsiaPacific@citi.com or +852-2501-
2791 
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Figure 1. SKS Microfinance — 2Q FY12 Results: Key Financial Highlights (Rupees Million, Percent) 

 2Q FY12 2Q FY11 YoY % 1Q12 QoQ% CIRA Comments 
 Interest Income  1,141   3,367  -66.1  1,499  -23.8 Interest yields on non-AP portfolio remains unchanged at 25% levels. Interest on 

AP book recognized only on actual receipt 
 Interest Expense  (527)  (908) -41.9  (629) -16.2 Cost of funding continues to increase - now ~13.5% levels 
Net Interest Income  614   2,459  -75.0  869  -29.4 Low AP collections force NIMs down sharply 
 Fee-Based Income  170   360  -52.7  269  -36.6  
 Other Non-Interest Income  -   50  NM  -  NM  
Non Interest Income  170   360  -52.7  269  -36.6 Remains low as incremental disbursements have fallen sharply 
Operating Income  784   2,818  -72.2  1,138  -31.1  
Operating Expenses  (1,078)  (1,407) -23.4  (1,131) -4.7 Declining, though much slower than the decline in assets, should continue to 

reduce going ahead 
Pre-Provision Profit   (294)  1,412  NM  6  NM Below estimates as revenues disappoint significantly 
Charges for Bad Debts  (3,533)  (173) 1941.4  (1,837) 92.4 Driven by write-offs in the AP portfolio (also some part in WB), ahead of 

regulatory requirements, management says no need for more provisions near to 
medium term 

Other Operating Items  -   -  NM  -  NM  
Operating Profit  (3,827)  1,238  NM  (1,830) 109.1  
Pre-Tax Profit  (3,827)  1,238  NM  (1,830) 109.1  
Tax  (18)  (433) -95.8  (357) -94.9  
Net Profit  (3,845)  805  NM  (2,187) 75.8 Well below estimates on higher than expected credit costs, should mark 

an earnings trough 
EPS  (53.24)  11.19  NM  (30) 75.8  
DPS  -   -  NM  -  NM  
Gross Loan Portfolio  26,350   54,340  -51.5  34,500  -23.6 Includes securitized loans of 2.1bn, AP exposures now down to Rs8.2bn (33% 

of total loans) 
Borrowings  13,918   35,004  -60.2  17,240  -19.3  80% of funding comes from banks (50% public sector, 21% private and 9% 

foreign banks)  
       
AIEA  30,436   50,081  -39.2  37,825  -19.5  
AIBL  15,579   31,310  -50.2  19,800  -21.3  
Total Assets  28,663   57,430  -50.1  36,250  -20.9  
 Avg Assets  32,457   48,826  -33.5  39,625  -18.1  
Non-Performing Loans (NPL)  9,250   100  9150.0  11,780  -21.5 Large write-offs in the AP portfolio has reduced NPLs, though asset quality 

stress remains on the remaining AP book 
Loan Loss Reserves (LLR)  (1,080)  337  NM  (1,360) -20.6  
Shareholders’ Funds  11,810   18,040  -34.5  15,630  -24.4  Management has sought shareholder approval for Rs9bn of fresh capital raising  
Book Value Per Share  163   250  -34.6  216  -24.4  
     NM  
Members (mn) 6.396 7.772 -18% 6.879 -7.0 Steady reduction in members as incremental lending in AP has not resumed 
Branches 2032 2407 -16% 2093 -2.9 Consolidation of the branch network, especially in AP 
Employees  19,315   27,054  -29%  20,859  -7.4 Steady employee attrition - not being replaced for now 
Key Ratios (%) 2Q FY12 2Q FY11 Bps Δ YoY 1Q12 Bps Δ QoQ 
ROAA (annualized)  (47.4)  6.6  -5399  (22.1) -2531  
ROAE (annualized)  (130.2)  17.9  -14810  (56.0) -7426  
Net Interest Margin (bps)  807   1,964  -115687  919  -11218 NIMs continue to decline as AP portfolio is a key drag 
Fee Inc/Operating Income  21.7   12.8  895  23.6  -190  
Other Non-Interest Inc/Op Inc  21.7   12.8  895  23.6  -190  
Op. Cost/ Operating Income  137.4   49.9  8751  99.4  3798 Costs remain high and will be a challenge going ahead even as growth resumes 

gradually 
Asset-to-Equity Ratio  223   301  -7810  221  239  
NPL/Loan Ratio  35.1   0.2  3492  34.1  96  
LLR/NPL Ratio  11.7   (337.0) 34868  11.5  13  Coverage levels remain low - higher write-offs and low regulatory requirements 

on loan losses currently   
Source: Company and CIRA 
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Figure 2. SKS Microfinance — Earnings Revision (Summary) 

 Net Profit (Rs mn) EPS (Rs) DPS (Rs) 
 Old New % change Old New % change Old New 
FY12E -3,331 -6,940 NM -46.1 -96.0 NM 0.0 0.0 
FY13E -952 -612 NM -13.2 -8.5 NM 0.0 0.0 
FY14E 551 -874 NM 7.6 -12.1 NM 0.0 0.0  

Source: Citi Investment Research and Analysis estimates 

 

Figure 3. SKS Microfinance — Valuation Summary 

 Rs million 
Networth (Sep-11)       11,810  
Unprovided AP loan book        8,220  
Less: Recoveries @ 15%        1,233  
Less: Future Tax Break Available        4,486  
Residual Impact from AP portfolio        2,501  
Adjusted Networth        9,309  
Book Value per share, Rs           129  
Fair Value (1.2x Adjusted BV), Rs           155   

Source: Citi Investment Research and Analysis estimates 
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SKS Microfinance 
 
Company description 

SKS Microfinance (SKS) was started by Dr. Vikram Akula, a social entrepreneur in 
1998, as a non-government organization (NGO) engaged in lending to people below 
the poverty line. It was converted into a non-banking finance company (NBFC) in 
2005 and also inducted a professional management team around the same time. 
Since then, SKS has grown rapidly and is now the largest MicroFinance Institution 
(MFI) in India. SKS has adopted a modified version of the Grameen Bank model 
and operates its lending primarily under Joint Liability Group (JLG) Model, inducting 
only women as members. Its typical loans run for 50 weeks with equal monthly 
repayments. 
 
Investment strategy 

We rate SKS shares as Sell/High Risk with a target price of Rs155. We believe the 
business is facing significant pressures on its loan book growth and quality, 
especially in the state of Andhra Pradesh. This is primarily due to a change in 
regulations in October 2010, restricting incremental lending as well as collections in 
the state. We believe this is likely to result in meaningful losses on this portfolio for 
SKS, and the longer the regulations stay in force, the greater could be the eventual 
write-offs.  

SKS is the largest microfinance player in India and is well positioned to benefit from 
the expanding reach of the microfinance segment. Key strengths of the company 
are: a) Large balance sheet size and wide distribution network, b) Professional 
management team, and c) Robust asset quality track record. However, these are 
largely offset by the likely moderation in loan growth and asset quality in the 
medium term, which are likely to impact its business performance, returns and 
valuations. 
 
Valuation 

We now believe adjusted book value rather than EVA is more appropriate for 
valuing SKS given the significant likelihood of asset quality impairments in the 
medium term. We adjust the book value for likely losses in SKS’ AP loan portfolio, 
net of tax benefits. We believe the balance non-AP portfolio is profitable on a steady 
state basis, and can have a mid-teens ROE in the current environment. We 
therefore value the business at 1.2x adjusted book value, giving a target price of 
Rs155 per share.  

We also benchmark our fair value for SKS based on CIRA's EVA model, which 
captures the long-term value of the business. Our EVA model assumes: a) risk-free 
rate of 8.5% in-line with the current 10-year G-Sec interest rates; b) longer-term 
loan loss provisions of 225bps given its inherently higher asset risk segment, 
though higher near- to medium-term losses, especially in the AP portfolio; c) longer-
term loan spreads of 900bps which is significantly higher than the banking sector 
given its high-yielding asset profile; and d) long-term fee income growth of 10%. 
This values the business at Rs160 per share. 
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Risks 

We assign a default High Risk rating to SKS given that the stock is deemed to be 
relatively volatile by our quantitative risk-rating model (based on stock price 
movements in the past year) or that it has a trading history of less than 3 months. 
Key upside risks that would keep the stock above our target price include: a) 
Stronger-than-expected loan growth, b) Reversal to a low interest rate/ easy liquidity 
environment, and c) Continued robust asset quality over the medium term. 
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of SKS Microfinance. This position 
reflects information available as of the prior business day. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from SKS 
Microfinance. 
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accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting 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. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

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 through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant 
of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product 
is made available in 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 dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
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Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Foro Buonaparte 16, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO) 
website.  If you have questions regarding GEO, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets 
Korea Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment 
Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea.   KOFIA makes available registration information of research analysts 
on its website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02.  The Product is made available in 
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission.  Menara Citibank, 165 Jalan Ampang, 
Kuala Lumpur, 50450.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo 
Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 
398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial 
Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as 
defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, 
Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and 
Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the 
Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange 
Commission. 20th Floor Citibank Square Bldg. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of 
Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The 
Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in 
accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license 
issued by the Federal Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the 
securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an 
appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian 
Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. 
(“CGMSPL”), a capital markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 1 Temasek Avenue, 
#39-02 Millenia Tower, Singapore 039192, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended 
for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made 
available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary 
Authority of Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in 
connection with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities 
and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL 
provides no independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client 
Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients 
who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the 
Republic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. 
Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  
The investments and services contained herein are not available to private customers in South Africa.  The Product is made available in Spain by Citigroup 
Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain.  The 
Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, 
Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, 
Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both 
regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be 
reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers 
securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be 
considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only 
and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial 
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products mentioned in the Product must take into account existing public information on such security or the financial products or any registered prospectus.  
The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of 
Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through 
Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the 
U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai 
International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market 
Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms 
for Investments in each sector covered is made available on request.  Financial products and/or services to which the Materials relate will only be made 
available to Professional Clients and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which 
is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other 
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.  
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which 
is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to 
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 

© 2011 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of 
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information 
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this 
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. 
This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of 
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of 
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 
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