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 Outperformance — After seven years of outperformance, we expect Emerging 
Markets to outperform again in 2008. However, market conditions will remain 
tough in the first half of the year. 

 Economic and Earnings Resilience — Emerging Markets have stronger economic 
growth and earnings resilience than in the developed world.  

 Valuation bubble? — Valuations are not as cheap as they were, but are still only 
trading at a small premium to global equities. They are nowhere near bubble 
territory yet. 

 Commodity Exporters vs Commodity Importers — Our strategists are currently 
more optimistic on commodity exporters (CEEMEA, LatAm) than commodity 
importers (Asia ex Japan).  

 Preferred markets — Our strategists like Korea, Taiwan, Hong Kong and Malaysia 
in Asia ex Japan, Mexico and Brazil in LatAm, and Russia, MENA and Turkey in 
CEEMEA. 

. Figure 1. Emerging Market Relative Performance (US$ %) 
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Emerging Market performance continues to hold up well against developed 
markets. This has been achieved against a backdrop of recessionary conditions 
in the US, severe liquidity constraints, and worrying increases in inflation. Can 
Emerging Markets continue to perform and perhaps even make further gains 
relative to developed markets? In this week’s note we address these issues by 
highlighting some of the key takeaways from presentations given by our Global, 
Asian, LatAm and CEEMEA strategists during their recent Emerging Market 
strategy roadshow in Europe. 

Globally, we remain positive on Emerging Markets. A combination of 
reasonable valuations, relative earnings resilience, good growth prospects, and 
supportive macro credentials keeps us Overweight. Also, we think emerging 
equities could be the beneficiary of much of the cheap money being supplied 
by central banks. Currently, we prefer CEEMEA and Emerging Asia to LatAm. 
Amongst our Emerging Market strategists, Andrew Howell in CEEMEA 
highlights the relative valuation attractions of the region. Russia, MENA and 
Turkey are his favoured markets. With LatAm at close to all time highs, our 
strategist Geoff Dennis is concerned valuations may not be sustainable in the 
near term. He prefers Mexico to Brazil. Both strategists expect earnings to be 
relatively resilient. Robust commodity prices remain important here. 

Our Asia ex Japan strategist, Markus Rosgen, is more cautious. Valuations still 
look too high and earnings risk is significant. He expects the region to fall back 
to trend, a 10%+ decline from here. Failure to hold this trend would imply 
substantially greater downside potential. His preference is for cheap markets, 
such as Taiwan and Korea, where expectations are low. 

Global Emerging Market View 

Emerging Markets have outperformed for seven consecutive years now and we think 
they can outperform again in 2008. Our bullish view is based on a number of 
drivers, including (1) relatively resilient economic and earnings growth, (2) 
valuations that suggest the region is not overly expensive, and (3) Emerging Markets 
are a likely beneficiary of much of the cheap money being pumped into the financial 
system right now. We discuss each of these drivers below. 

For 2008, our economists forecast the slowest year of global growth (2.8%) 
since 2003. In comparison to the past 20 years, this would be a relatively mild 
downturn. Developed markets have seen the greatest downgrades to 
expectations. Over the last six months, 2008 GDP forecasts for the US have 
come down from 2.5% to 0.8%. Similar declines have been seen in Europe — 
the UK from 2.8% to 1.4% and the Euro zone from 2.3% to 1.3%. In 
comparison, the downgrades to Emerging Market GDP forecasts have been 
more modest. Six months ago our Emerging Market economists forecasted 
2008 real GDP to grow by 6.9%. Now the forecast stands at 6.1%. This is 
broadly trend growth. While our economists do not subscribe to the decoupling 
argument, they do believe that Emerging Market economies are far better 
positioned to deal with a developed market slowdown than in previous cycles.  

The supportive macro backdrop for Emerging Markets should ensure greater 
earnings resilience than elsewhere. IBES consensus expectations are for 
14.8% earnings growth in 2008. While we suspect this will prove to be too 
high, the likely downgrades should be small compared to the earnings 
downgrades we forecast elsewhere.  

Thoughts From The Emerging Market 
Strategy Roadshow 

Emerging Markets to Outperform for 

eighth consecutive year 
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For example, consensus expectations are for US earnings to grow by almost 
15% in 2008, whereas our top-down forecast is for earnings to contract by 1%. 
So while there is some earnings risk in Emerging Markets, we think the real 
risks are elsewhere. 

Despite outperforming for seven consecutive years, Emerging Market 
valuations still remain reasonable, albeit not as attractive as they once were. 
On trailing PBV and PE measures, they trade at small premiums to the Global 
index. While some Emerging Markets, such as China and India, undoubtedly 
look expensive, the aggregate index is not in bubble territory as some investors 
have suggested. Figure 2 highlights this when comparing current relative 
valuations with previous equity market bubbles. 

Figure 2. Previous Equity Market Bubbles vs Emerging Markets Now 
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Given the relative growth attractions, there is the potential for Emerging 
Markets to benefit from much of the liquidity currently being pumped into the 
financial system. Previously, when central banks have cut rates, the liquidity 
has helped create a bubble somewhere. The easy liquidity during the late 
1980s, especially after the 1987 crash, helped fuel the Japanese bubble. 
Japan traded on a 100% premium to world equities. The easy liquidity during 
the late 1990s, especially after the LTCM/Russia default, helped fuel the TMT 
bubble. TMT peaked out at almost a 150% premium to world equities. Could 
cheap money help fuel a bubble in Emerging Markets this time? 

Valuations for Emerging Markets are not 

at bubble levels 
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Asia ex Japan 

Our Asia ex Japan Strategist, Markus Rosgen, is cautious on his region. He 
likes the long-term growth story, but believes that this is already in the price. 
Valuations need to decline before he becomes more positive. 

A good rule of thumb has been to sell the region when it hits 3x PBV (Figure 3). 
This is proving to be correct again. Even after the recent pullback, at 2.4x the 
PBV is still 46% above the average lows seen during the last two US 
recessions, when PBVs fell to 1.4x (1990/91) and 1.2x (2001). Downside risk 
on this measure remains. 

On a broader composite valuation measure, which includes an equally 
weighted index of trailing PBV, PE and dividend yields, a similar picture 
emerges. Not as expensive as it was, but still not at buy levels either (Figure 4).  

Figure 3. Asia ex Jp PBV & US Recessions  Figure 4. Asia ex Jp Composite Valuation  
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 Source: MSCI, Citi Investment Research 

 
On a normalised basis, using a return to the 10-year average ROE, Asia ex 
Japan PEs are close to 23x. This is almost 30% above the 10-year average 
(Figure 5). Within the region, markets looking most expensive on this measure 
are Indonesia, India, Malaysia and Hong Kong. The cheapest are Korea and 
Taiwan.  

Figure 5. Implied PE vs 10-Year Average by Market 

 Normalized P/E 10-year Normalized P/E
 (implied by a return average vs. 10-yr 
 to 10Y avg ROE) Normalized P/E* average (%) 
Asia ex Jp 22.8 17.9 27.5
Australia 19.7 22 -10.2
China 32.8 n/a n/a 
HK 20.4 14.1 45
India 29.1 19.1 52.8
Indonesia 33.4 21.1 58.4
Korea 15.5 21 -26.2
Malaysia 28.1 19.1 46.9
Philippines 32.3 17.3 87
Singapore 21.6 19.4 11.3
Taiwan 20.3 19.3 5.3
Thailand 20 18.6 7.6

Source: MSCI, IBES, Citi Investment Research 

 

Long-term growth story priced in 

Valuations still high 
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At a sector level Technology, Telecoms and Banks look cheap. Real Estate, 
Industrials and Energy are expensive. 

Using dividend duration (price to dividend ratio) as a valuation measure 
Markus highlights the attractions of markets / sectors where the pay-back 
period (assuming no growth in dividends or change in payout ratio) is short and 
therefore attractive. Taiwan’s has fallen from 160 years to just 22 years, but 
India at just under 80 years is the highest in Asia (Figure 6). Hong Kong and 
Malaysia also look cheap on this measure. At the sector level, Energy has the 
highest dividend duration. Banks at less than 20 years are as low as they ever 
have been (Figure 7). 

Figure 6. India & Taiwan Dividend Duration  Figure 7. Energy & Banks Dividend Duration 
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Markus also believes consensus earnings growth expectations are too high 
(10.6% in 2008E). An acceleration in downward revisions is expected in Q2 
and Q3 as global growth slows.  A major weight on profitability is the region’s 
terms of trade. Rising commodity prices have meant that import prices are 
rising faster than output prices, which suggest margins could be squeezed.  

Overall, Markus favours markets and sectors where expectations are low and 
cashflows and dividend yields are high. Taiwan, Korea, Hong Kong and 
Malaysia are attractive on this basis. China, India, Singapore and Indonesia are 
to be avoided. At the sector level, Telecoms, Utilities, Consumer and Banks are 
favoured over more cyclical areas.  

Latin America 

Geoffrey Dennis, our Latin American strategist, notes that his region has been 
the strongest performing of the Emerging Markets since the market peak in 4Q 
2007, even hitting a new all-time high at the end of February. Robust 
commodity prices, improving macro fundamentals, strong domestic demand 
growth in Brazil, and perceived lower risk of earnings downgrades have 
supported LatAm. A continuation of these solid fundamentals means that the 
long-term prospects for the region remain positive. However, in the short term 
general uncertainty on the global economic outlook and higher valuations make 
the region vulnerable should global markets correct again. 

Focus on low expectation markets and 

sectors 

Best performing EM region 
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Strong performance has pushed LatAm valuations into expensive territory 
relative to their history. The 12-month forward PE is now 12x, which is just over 
10% above the historical average, but not too stretched if you factor in the 
lower cost of capital. Other valuation measures are less supportive. The forward 
EV/EBITDA at 7.4 times is roughly 40% higher than the historical average 
(Figure 8). Meanwhile the trailing PBV is 3.3x, a 90% premium to its recent 
average (Figure 9). Even adjusting for high ROEs, it is still at a 10% premium. 
Any earnings downgrades will pull ROEs lower, warranting lower valuations. 
Earnings are clearly the key if these high valuations are to be justified. Current 
expectations are for 22% earnings growth in 2008E in LatAm, down from 29% 
in 2007, but still solid. Given high commodity prices and firmer domestic 
demand, Geoff sees limited earnings risk going forward, so long as there is not 
a prolonged, deep US recession and a sharp slowdown in global growth. 

Figure 8. LatAm Fwd. EV/EBITDA  Figure 9. LatAm Trailing Price to Book 
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Source: Citi Investment Research  Source: IFC/S&P, MSCI, Citi Investment Research 

 

Mexico is the most favoured market within the region. It remains one of the 
highest exposed economies to the US — US exports as a share of GDP are 23% 
versus just 2.3% in Brazil. This is far higher than all other EM economies, 
except Malaysia, and was one of the reasons why the market performed poorly 
in 2007. Despite this, we believe there are a number of reasons why Mexico 
should do well from here. 

First, the Mexican economy should be more resilient to the current US 
economic slowdown than in the last cycle. The present weakness in the US is 
being driven by the housing sector. The industrial sector, where Mexican 
companies are more exposed, remains sound. This is the opposite of what we 
saw in the early 2000s, when the US was in a manufacturing recession, but 
housing activity remained robust (Figure 10). This had a much bigger negative 
effect on the Mexican economy. 

Mexico favoured 
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Figure 10. Mexico Sensitivity to US Growth 
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Second, the Mexican currency has not appreciated vs the US, so the export 
sector has remained competitive. Finally, Mexican authorities can use counter-
cyclical fiscal or monetary policy to help offset any weakness from a US 
recession. This is a real option now given a sound fiscal position and controlled 
inflation. Within the market, Consumer Staples, Industrials and Telecoms are 
the favoured sectors.  

Much of the strong performance of LatAm has come from Brazil, which makes 
up two-thirds of the region’s market cap. The main driver of Brazilian 
performance has been commodity prices (Figure 11). The close correlation 
between Brazil and commodities is understandable given just under 60% of the 
index is in either the Energy or Materials sector. An obvious potential risk for 
Brazil and LatAm is a correction in commodity prices, particularly if the US$ 
were to appreciate. However, over the medium term we believe commodity 
prices will remain strong. Coupled with a buoyant domestic economy, the 
longer-term prospects for the market remain sound. We remain Overweight, but 
less so than in Mexico. Preference within the market is for defensive domestic 
plays, such as Consumer Staples, Financials, Industrials and Utilities, over the 
commodity cyclical sectors.  

Commodity prices key to Brazil 
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Figure 11. Brazil Relative & Commodity Prices 
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CEEMEA 

CEEMEA (Central & Eastern Europe, Middle East and Africa) has been the 
laggard Emerging Market region. It has underperformed LatAm and EM Asia by 
27% and 23%, respectively, since the start of 2006 (Figure 12). Andrew 
Howell, our CEEMEA strategist, believes the region offers relative value within 
Emerging Markets. It is long commodities and less directly exposed to the US. 
Earnings are expected to be resilient.  

Figure 12. MSCI EM Performance  Figure 13. EM 12 Month Forward PE 
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CEEMEA’s 12 month forward PE is 10.3x versus 11.9x in LatAm and 12.8x in 
Asia ex Japan. The region has suffered a dramatic de-rating relative to its 
peers, having traded at a premium to both as recently as mid 2006 (Figure 13). 
The de-rating of CEEMEA has been broad based. In early 2006 all of the major 
sectors were trading at a premium to their Emerging Market peers. Now, just 
one, Materials, is trading at a premium. Telecom valuations are in line, while 
Industrials, Financials and Energy all trade at sizeable discounts. 

The performance laggard 

Valuation discount 
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Perhaps a reason why CEEMEA has underperformed is because the region 
lacks a marketable name. Investors know where LatAm and Asia are, but are 
not quite sure where CEEMEA is. Certainly the region has seen fewer 
investment inflows than its peers. More recently, widening credit spreads, 
current account deficits (especially in E.Europe), inflation concerns, and 
Russian oil sector taxation have all weighed on sentiment towards the region. 

Exposure to the US is low compared to other emerging regions. For example, 
US exports make up about 3% of Emerging European GDP, 7% of Middle East 
GDP, and 8% of African GDP. This compares to almost 9% for Asia and over 
11% for all of LatAm. The lack of exposure to the US should support relatively 
resilient earnings. Another support for earnings is commodity prices. 40% of 
CEEMEA market cap is in commodity related sectors. We think commodity 
prices will remain robust and so should provide support to earnings. 

Our analysts’ earnings assumptions were tested to see how sensitive they are to 
different economic scenarios (Figure 14). At the moment, our analysts expect 
2008 earnings to grow by 10%. In a scenario where the US flirts with recession 
in the first half and recovers during the rest of the year, while commodity 
prices remain higher than currently forecast, our analysts would have to 
upgrade their growth expectations to 19%. In a second scenario, it was 
assumed that the US economy does not recover and Europe slows more 
markedly but avoids recession. The global economy only begins to recover in 
2009. If this was to occur, our analysts would have to downgrade their forecast 
to 8%. The final scenario assumed recession in the US and Europe for much of 
2008, lower commodity prices, and slower emerging market GDP growth. 
Against this backdrop, our analysts believe earnings could fall by 10%.  

Figure 14. CEEMEA 2008E Earnings Growth and PE Under Different Scenarios 
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Even under the worst-case scenario, with a 10% fall in earnings, the region 
does not look terribly expensive at less than 15x 2008E PE.  

Limited earnings risk? 
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At the market level, Andrew likes Russia, MENA (Middle East & North Africa) 
and Turkey. Russia has been held back recently because of a heavy IPO 
pipeline, with over $30bn raised in 2007. This looks to be clearing, which 
should remove an impediment to performance. The political outlook has been 
clarified and earnings should be robust so long as commodity prices remain 
high. It is largely insulated from the global credit crunch. Despite this, it 
remains easily the cheapest of the BRIC markets.  

MENA remains one of the least correlated equity markets with the MSCI ACWI. 
Much of this is due to the closed nature of many of these markets. However, 
this is changing. MSCI has introduced a Frontiers index, which includes most 
of these markets. As markets open up, we should see larger international flows 
into MENA. Although performance has been good recently, valuations remain 
attractive and considerably cheaper than in 2006. Strong domestic economies 
(especially amongst the oil producers), low real interest rates, and solid 
earnings growth are additional supports for the region. Preferred markets are 
UAE, Qatar and Egypt. 

Andrew is also Overweight in Turkey, but feels there is no rush to buy the 
market at the moment. It has been the worst performer in his region over the 
past 12 months. Although the economy is vulnerable to a European slowdown 
and the geopolitical background remains volatile, this looks to be priced in. 
Turkey trades at a PBV of less than 2x, its cheapest since 2005, yet profitability 
is high with ROEs of more than 20%.  

Summary 

Globally we expect Emerging Markets to continue to outperform. A combination 
of reasonable valuations, relative earnings resilience, good growth prospects, 
and supportive macro credentials drives this view. Also, we think emerging 
equities could be the beneficiary of much of the cheap money being supplied 
by central banks. Near term, uncertainties on the economic and earnings 
outlook and continuing liquidity problems in financial markets may well weigh 
on absolute performance during the first half of this year. But as these 
uncertainties unwind, the scene should be set for a more positive outlook later 
in the year for Emerging Markets and equities in general. Within Emerging 
Markets, we prefer CEEMEA and Emerging Asia to LatAm.  

Our Emerging Market strategists are more optimistic on those regions that are 
exporters of commodities — CEEMEA and LatAm — than those that are 
importers — Asia ex Japan. Earnings are expected to remain more resilient in 
the former, so long as commodity prices remain strong. Valuations, an 
extended period of underperformance, and lower exposure to the US economy 
favours CEEMEA over LatAm near term. Markus Rosgen is more cautious on 
Asia ex Japan. While the long-term growth story remains intact, valuations still 
look too high and earnings risk is significant.   

Prefer Russia, MENA and Turkey 
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Macro Out-takes 
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We provide brief summaries of our colleagues’ most recent work. Please let us 
know if you would like more detail. 
 
Regional Strategy  

Latin America Strategy Notebook: “The Infrastructure Opportunity” 

Ambitious infrastructure programs have been announced across Latin America, 
supported by the strength of the commodity cycle. The total annual size of 
regional infrastructure spending is now running at $35-$40 billion and rising, 
which should help boost GDP growth in Latin America at a time when the global 
economic cycle seems vulnerable. Beneficiaries, over time, should include 
Mexican construction and materials stocks ICA, Cemex, PASA, Mexichem and 
IDEAL, and Colombia's Cementos Argos. Brazilian toll road companies and 
utilities are in what we call the "wait-and-see" camp, with the benefits 
depending on the economics of each specific project. Finally, Mexican airports 
Asur and GAP would likely lose out long term if competing airports cannibalize 
their territories. Latin American markets are (just about) retaining their 
outperformer status. Overall, the current corrective phase in global markets is 
unlikely to be over yet; we still look for a global low around mid-2008. Latin 
America, while exhibiting some ability to “de-couple” (such as Brazil’s 
economy), will remain hostage to global events. 

Increditable: “Market, styles, currencies buffeted by credit market 

convulsions” 

The Fed’s indirect bailout of Bear Stearns reflects extreme measures for 
extreme times. Ironically, Japanese bank stock performance vs. TOPIX during 
the crisis was positive. We retain our overweight view of the bank sector. The 
yen/dollar rate hit a 12 year low, while correlation of TOPIX with the yen/dollar 
rate is near a record high. In local terms Japan is again one of the worst 
performing markets year to date (as of March 18). Four categories of style 
outperformance are being observed: solvency (balance sheet quality), 
price/free cashflow (attractively valued cash generation), high individual 
shareholding levels (avoid foreign selling), and earnings revision styles (reward 
positive revisions). We continue to believe Japan should benefit from a rebound 
of global equity markets in the second half of the year, but in the near term we 
expect more credit market dislocations. In light of the credit crunch and yen 
strength we are trimming export exposure and increasing exposure to net cash 
and free cashflow. We add Fuji Television and remove Mazda from our model 
portfolio. 

Monday Morning Musings: “The Case for Crumbling Commodities” 

The investment community might be in the process of recognizing some 
disquieting factors about commodities-focused portfolios that may have been 
overlooked as momentum-driven strategies dominated the past several months. 
Powerful performance in commodities over the last couple of years raises the 
plausibility that aggressive assumptions have further driven up prices that 
appear to be on the verge of correcting meaningfully as de-leveraging in 
various asset classes continues to play out. Moreover, industries including 
related resource extraction equipment and engineering services, which are 
appropriately perceived as significant beneficiaries, also face downward 
revaluation potential. 

Latin America                                  

Geoffrey Dennis                                   

24-Mar-08 

Japan             

Patrick Mohr       

21-Mar-08 

US                                               

Tobias Levkovich                                 

20-Mar-08 
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UK/European Equity Strategy: “Crisis of Confidence” 

Fed-sponsored bail-outs are synonymous with the spectre of systemic risks. 
LTCM in 1998. Bear Stearns in 2008. At the root of crisis in financial markets 
is too much leverage and too little liquidity.  Against some instruments, e.g. 
index-linked and short-dated government debt, it is hard to see equities 
offering anything but good value to an investor with a reasonable investment 
horizon. Against other asset classes, such as cash and benchmark bonds, 
equities also appear to offer investors a decent investment opportunity at the 
moment, but not by the same extreme measures. We stick with our knitting and 
continue to advocate an investment strategy that attempts: first, to avoid (or 
short) leverage, and second, to look for exposure to growth. This has been our 
investment mantra over the past 6-9 months:“short leverage/long growth”. We 
also continue to back the free-rider strategy.  

Economics  

Global Economic Outlook and Strategy  

Broad and deep deleveraging in core financial markets is generating significant 
volatility and generally higher risk premia. Tighter financial conditions will be a 
significant drag on the U.S. and other economies for some time.  Aggressive 
actions by the Fed should help to limit the U.S. slowdown, but the outlook is 
subject to heightened uncertainty. We expect the Fed to continue easing 
aggressively, taking the funds rate down to 1%. Emerging economies are also 
expected to slow in coming quarters, but policy offsets should limit the impact 
of the U.S. led slowdown on the emerging world. We have revised down 
markedly our growth forecast for 2008-09, reflecting slower global growth and 
the persistent tightening of financial conditions.  The U.S. recession is likely to 
be deeper than previously expected, with growth staying below trend until late 
2009. European growth is likely to slow below trend this year, with little or no 
recovery in 2009 unless financial conditions improve sharply. Emerging 
Markets growth remains likely to outperform industrial countries by a wide 
margin in 2008 and 2009. This will cushion the industrial country slowdown, 
but also reduces the extent to which the slowdown will yield the usual 
disinflationary windfall of large commodity price declines. Our forecasts for 
industrial country growth are lower almost everywhere, with U.S. growth now 
expected to be a little below 1% year over year in both 2008 and 2009, versus 
previous forecasts of 1.6% and 2.1%, respectively. Our forecasts for growth in 
the Euro area, the United Kingdom, and Japan are marked down by similar 
amounts, with growth in all main industrial countries converging to about 1% 
next year. If our forecasts are correct, 2008 and 2009 will be the first years in 
over three decades in which every G7 country has fallen short of 2% growth. 
We further revised down Asian forecasts, and now expect GDP growth to be 
9.8% in China and 7.7% in India, compared with our forecasts of 11% and 
9.3%, respectively, at the start of the year. 
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Market Outlook 

We expect the direction of equity markets in 2008 to reflect the conflict 
between two contradictory forces — potentially substantial earnings 
downgrades and increasingly attractive valuations. We think that valuations 
should win out (just) over the course of the year, but that economic and 
earnings headwinds may mean that markets may struggle to find a floor in the 
first half of the year. The impact of aggressive monetary easing and more 
realistic earnings expectations should set the scene for better performance in 
the second half. However, it will continue to be a volatile ride for investors. 
 
Regional Strategy 

We are Overweight Emerging Markets and Europe ex UK, which, in our view 
offer the best combination of relative earnings momentum, valuation 
attractions, and exposure to growth. We remain Neutral on UK and Japan. We 
are Underweight US and Developed Asia Pac.   

Sector Strategy 

At a sector level, we are Overweight sectors that exhibit the combination of strong 
growth and low risk. Or preferred sectors are Energy, Materials and Telecoms. Our 
Underweights are dominated by expensive defensives Consumer Staples and 
Utilities and the over-leveraged Financial sector.   

Risk 

The biggest risk to our strategy is a deeper, broader and more sustained 
slowdown in the global economy than the market is currently discounting. Even 
after recent falls, equities would be vulnerable if such a scenario was to unfold. 
Valuations, however, provide a considerable degree of downside protection if 
this was to occur. 

 

Figure 15. Regional And Global Sector Recommendations 

Overweight Neutral Underweight 
Emerging Markets UK US 
Europe ex-UK  Japan  Developed Asia Pac 
   
Overweight Neutral Underweight 
Energy Industrials  Financials  
Materials Health Care Consumer Staples 
Telecoms  Consumer Disc. Utilities 
 IT  

Source: Citi Investment Research 

 

 

 

 

 

 

GDP 2007 2008E 2009E 
Global 3.9 2.7 2.6 
Euro zone 2.6 1.3 1.1 
US 2.2 0.8 0.9 
EM 7.2 6.1 5.8 
Japan 2.1 1.7 1.0 
Asia 8.7 7.5 7.4 
    
CPI 2007 2008E 2009E 
Global 3.0 3.8 2.8 
Euro zone 2.0 2.0 1.7 
US 2.9 3.7 1.9 
EM 5.2 6.5 5.2 
Japan 0.0 0.7 0.2 
Asia 4.1 5.1 3.4 
    
Interest Rates Current 2Q08 4Q08 
ECB 4.00 3.75 3.25 
US Fed Funds 2.25 1.50 1.00 
UK Base 5.25 4.75 4.25 
Japan Call 0.50 0.50 0.50 
    
10Yr Yield Current 2Q08 4Q08 
Euro zone 3.85 3.75 3.85 
US 3.50 3.50 3.80 
UK 4.37 4.30 4.40 
Japan 1.26 1.40 1.30 
    
Ex Rates Current 2Q08 4Q08 
US$/€ 1.55 1.60 1.60 
US$/£ 1.99 1.96 1.92 
€/£ 1.28 1.22 1.20 
¥/US$ 101 98 95 

Source: Factset, Citi Investment Research 
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Figure 16. Market Intelligence by Region 

21 Mar 08 Free 
MC 

Wgt P/E EPS YoY % P/B ROE Div Yld EV/ 
Sales 

EV/ 
EBITDA 

Perf % (local) 

 US$bn % 07E 08E 09E 07E 08E 09E 08E 08E 08E 07 07 Weekly YTD 
Global 28,301 100 13.4 12.2 10.9 4.9 10.6 12.5 2.0 15.3 3.2 1.7 8.7 0.2 -13.8 
Devloped World 25,182 89.0 13.4 12.3 11.0 3.6 10.1 12.3 2.0 15.1 3.2 1.7 8.8 0.6 -13.7 
Emerging World 3,119 11.0 13.5 11.8 10.4 18.6 14.8 14.5 2.2 16.9 3.1 1.8 7.9 -3.0 -15.1 
North America 13,151 46.5 15.3 13.8 12.1 -0.5 14.3 14.9 2.3 16.3 2.6 1.9 9.4 2.4 -9.3 
USA 12,105 42.8 15.5 13.9 12.2 -1.0 14.6 15.3 2.4 16.2 2.6 1.9 9.4 3.0 -9.5 
Canada 1,046 3.7 13.2 12.0 11.0 6.7 10.0 10.2 2.1 17.3 2.9 2.4 8.8 -3.5 -7.4 
Europe 8,313 29.4 11.2 10.3 9.4 6.1 7.4 10.1 1.8 16.1 4.3 1.5 8.0 -2.1 -17.6 
United Kingdom 2,598 9.2 11.3 10.3 9.5 6.5 4.5 8.2 2.0 17.0 4.3 1.5 7.8 -2.4 -14.9 
Europe ex UK 5,716 20.2 11.1 10.4 9.4 5.9 8.7 11.0 1.7 15.8 4.3 1.5 8.0 -2.0 -18.9 
France 1,282 4.5 11.0 10.1 9.2 1.2 10.8 9.9 1.6 14.6 4.2 1.2 7.7 -1.5 -18.8 
Germany 1,083 3.8 10.7 10.4 9.3 21.6 4.2 13.0 1.6 14.8 3.9 1.3 7.2 -2.4 -21.6 
Switzerland 862 3.0 13.6 11.7 10.5 -13.7 26.6 11.9 2.1 17.8 3.5 2.2 10.8 -1.9 -17.5 
Spain 530 1.9 11.7 10.4 9.3 18.1 12.9 12.0 2.0 18.7 4.9 2.4 10.5 0.0 -15.5 
Italy 454 1.6 9.6 9.0 8.3 3.1 6.7 8.8 1.3 13.9 6.2 1.6 5.6 -4.2 -21.9 
Netherlands 342 1.2 10.3 10.2 9.3 8.3 0.7 9.9 1.7 16.8 4.4 1.4 8.2 -0.3 -16.3 
Sweden 282 1.0 10.9 10.6 9.7 -2.3 1.5 8.5 1.9 16.8 4.9 1.5 9.7 -3.6 -16.8 
Finland 209 0.7 12.3 11.3 10.4 49.7 -8.8 8.6 2.5 21.8 4.2 1.4 12.3 -6.6 -23.4 
Belgium 154 0.5 9.4 9.1 8.2 -6.7 2.9 11.8 1.3 13.5 5.5 1.0 7.8 -0.5 -13.4 
Norway 123 0.4 10.9 10.4 9.2 -9.6 4.6 12.9 2.0 19.1 4.1 1.6 6.9 -2.7 -19.7 
Denmark 119 0.4 15.2 13.6 12.0 14.1 11.7 13.7 2.4 17.5 1.9 1.8 8.6 -1.3 -12.2 
Ireland 86 0.3 7.4 8.4 8.1 11.1 4.2 4.1 1.2 17.1 4.9 1.1 9.1 5.2 -9.1 
Greece 81 0.3 11.0 9.9 8.3 27.0 11.5 18.7 2.0 18.5 4.6 1.7 8.8 -3.3 -27.2 
Austria 69 0.2 9.4 8.5 8.1 9.2 10.4 11.4 1.6 12.8 3.5 1.4 6.8 -5.1 -21.5 
Portugal 40 0.1 13.2 12.2 11.1 -7.3 8.3 10.1 2.2 14.8 5.0 2.6 9.5 -1.2 -23.1 
Japan 2,558 9.0 13.6 12.8 11.7 8.6 8.9 9.0 1.3 9.7 2.0 1.2 8.6 1.8 -18.1 
Asia Pac ex JP 2,791 9.9 13.9 12.8 11.3 16.0 7.5 13.9 2.1 15.5 3.6 1.8 8.9 -1.6 -19.4 
Pacific ex JP 1,159 4.1 13.6 13.2 11.7 11.4 -1.2 12.5 2.0 14.6 4.5 2.9 11.2 -1.9 -20.2 
Australia 753 2.7 13.6 12.5 11.1 6.2 9.0 12.0 2.2 17.1 4.9 3.0 11.5 -1.4 -19.2 
Hong Kong 256 0.9 14.5 16.2 13.9 27.0 -25.4 15.4 1.7 9.6 3.4 3.1 10.5 -4.5 -24.8 
Singapore 135 0.5 12.6 12.9 11.5 17.9 -4.6 11.8 1.8 13.1 4.1 2.0 11.6 0.1 -16.8 
EM Asia 1,632 5.8 14.2 12.5 11.0 20.1 14.7 14.9 2.1 16.1 2.9 1.6 8.1 -1.3 -18.8 
Korea 425 1.5 12.4 10.9 9.6 9.3 12.8 12.9 1.6 13.9 2.0 0.8 5.7 3.6 -12.8 
China 405 1.4 15.3 13.0 11.2 29.6 18.8 16.3 2.4 18.0 2.9 2.1 9.1 -8.4 -31.9 
Taiwan 381 1.3 13.4 12.6 11.5 25.6 8.3 13.5 2.0 16.1 4.6 1.5 7.4 4.6 -1.0 
India 219 0.8 18.9 16.3 13.3 16.0 20.0 23.4 3.0 18.5 1.3 2.6 10.4 -5.9 -28.9 
Latin America 708 2.5 13.7 12.0 10.3 13.9 14.3 15.8 2.6 19.5 3.5 2.4 8.0 -4.9 -9.0 
Brazil 450 1.6 13.1 11.3 9.7 15.4 13.0 16.6 2.5 20.9 3.3 2.4 7.6 -6.8 -11.9 
Mexico 158 0.6 14.4 12.9 11.3 12.0 14.5 14.5 3.7 16.9 3.9 2.3 9.1 -0.5 -3.3 
Chile 44 0.2 19.4 15.8 13.5 10.8 29.8 17.0 1.9 11.9 3.2 2.4 10.2 0.0 -6.1 
Peru 23 0.1 13.4 11.6 12.1 8.8 15.8 -4.7    4.9 10.1 -6.2 4.2 
Argentina 17 0.1 10.9 9.1 7.0 7.9 16.7 24.1 1.6 18.0 1.8 1.6 5.5 -7.0 -1.5 
Colombia 14 0.1 22.9 16.6 14 19.6 38.1 17.9   3.6 3.6 16.3 -0.7 -13.3 
CEEMEA 779 2.8 12.3 10.5 9.2 19.1 15.2 12.8 2.0 17.3 3.1 2.0 7.4 -4.5 -11.9 
Russia 312 1.1 11.4 9.8 9.0 19.9 16.5 9.0 1.8 18.2 1.9 2.5 7.0 -5.5 -16.1 
South Africa 200 0.7 13.2 10.6 9.1 19.7 24.0 17.5 2.6 15.1 4.0 1.8 7.7 -5.9 -1.3 
Israel - Domestic 70 0.2 15.2 13.6 10.2 3.9 11.8 12.7 1.9 16.6 4.8 1.9 11.1 -2.5 -13.4 
Poland 53 0.2 11.5 11.1 10.6 15.4 0.1 15.3 2.2 16.6 4.2 1.1 6.4 -0.3 -18.1 
Turkey 42 0.1 8.7 7.7 6.5 48.5 5.4 18.7 1.5 17.5 3.9 1.1 6.4 -7.1 -29.1 
Egypt 30 0.1 17.5 14.2 15.8 42.1 -0.2 19.3 3.6 22.3 3.3 3.3 8.5 -3.4 2.3 
Czech Republic 27 0.1 16.8 14.4 12.9 42.2 16.5 12.0 2.8 19.3 4.1 2.9 7.8 1.6 -12.0 
Hungary 23 0.1 9.6 8.8 8.3 -13.9 8.4 5.9 1.7 19.8 4.0 1.5 6.4 0.4 -18.5 
Morocco 13 0.0 29.3 23.3 19.4 27.4 25.6 0.5 9.7 49.8 5.1 2.4 9.2 -0.7 24.8 
Israel - Non Domestic 6 0.0 15.7 14.1 12.5 26.0 11.8 12.7 3.0 18.0 7.0 6.3 10.4 3.1 1.0 
Jordan 3 0.0 19.4   -7.9      1.2 7.5 -2.0 1.9 

E = I/B/E/S estimates         Source: I/B/E/S, Worldscope, MSCI, Citi Investment Research   
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Figure 17. Market Intelligence by Sector 

21 Mar 08 Free 
MC 

Wgt P/E EPS YoY % P/B ROE Div Yld EV/ 
Sales 

EV/ 
EBITDA

Perf % (local) 

 US$bn % 07E 08E 09E 07E 08E 09E 08E 08E 08E 07 07 Weekly YTD 
Global 28,301 100 13.4 12.2 10.9 4.9 10.6 12.5 2.0 15.3 3.2 1.7 8.7 0.2 -13.8 
                
Level One                
Energy 3,259 11.5 11.8 10.3 9.8 5.1 13.8 5.2 2.2 20.8 2.5 1.4 6.6 -5.4 -13.8 
Materials 2,376 8.4 12.2 11.3 10.3 11.8 8.2 10.0 2.1 17.7 2.7 1.9 8.7 -6.2 -10.2 
Industrials 3,207 11.3 14.5 13.1 11.7 16.7 10.5 12.3 2.2 16.1 2.6 1.6 10.2 -0.5 -13.7 
Consumer Disc. 2,608 9.2 13.7 12.6 11.1 17.2 13.3 15.9 1.7 12.6 2.9 1.3 8.0 2.2 -13.6 
Consumer Staples 2,503 8.8 18.5 16.7 14.9 8.3 10.0 12.0 3.1 18.1 2.7 1.4 11.3 1.6 -7.5 
Health Care 2,299 8.1 14.8 13.7 12.3 10.4 8.6 11.5 2.8 19.7 3.0 2.6 10.7 2.1 -12.3 
Financials 6,245 22.1 11.0 10.2 8.9 -8.6 10.0 15.1 1.4 12.7 4.4 NA NA 4.3 -16.0 
IT 3,003 10.6 17.2 14.9 13.0 12.4 16.7 17.0 2.8 16.8 2.0 1.9 10.3 1.7 -16.1 
Telecoms 1,497 5.3 13.6 12.6 11.2 12.7 5.9 12.2 1.9 14.4 4.7 2.4 7.1 -0.6 -18.8 
Utilities 1,303 4.6 15.8 15.1 13.4 8.0 4.4 12.5 1.9 12.2 3.8 2.1 8.6 -1.5 -13.1 
                
Level Two                
Energy 3,259 11.5 11.8 10.3 9.8 5.1 13.8 5.2 2.2 20.8 2.5 1.4 6.6 -5.4 -13.8 
Materials 2,376 8.4 12.2 11.3 10.3 11.8 8.2 10.0 2.1 17.7 2.7 1.9 8.7 -6.2 -10.2 
Capital Goods 2,441 8.6 14.5 13.0 11.5 17.9 12.0 13.0 2.2 16.5 2.6 1.5 10.7 -0.8 -15.0 
Comm Svc & Supp 178 0.6 15.3 14.1 12.8 9.4 9.1 10.5 2.3 15.4 2.7 1.3 9.3 0.3 -7.9 
Transport 589 2.1 14.3 13.2 12.0 13.8 4.8 10.1 2.0 14.5 2.5 1.7 8.8 0.7 -9.8 
Autos 627 2.2 10.5 9.5 8.4 17.8 9.2 16.7 1.3 13.0 3.0 1.0 6.7 3.4 -16.7 
Consumer Durables 462 1.6 14.4 13.1 11.8 19.0 29.9 18.5 1.7 11.6 2.3 1.1 8.6 0.9 -16.6 
Consumer Services 337 1.2 17.0 15.7 13.9 22.6 7.6 13.1 2.8 15.6 3.1 2.4 11.4 0.8 -10.9 
Media 642 2.3 15.6 14.2 12.5 15.0 14.2 15.4 1.7 11.2 2.9 2.3 8.2 0.9 -12.0 
Retailing 540 1.9 15.5 14.4 12.8 11.0 7.8 13.0 2.4 14.4 3.2 1.0 8.6 4.7 -10.8 
Food & Staples 624 2.2 18.1 15.7 13.8 7.5 15.0 13.7 2.1 13.3 2.2 0.7 9.7 3.1 -7.3 
Food Bev & Tobac. 1,456 5.1 17.9 16.5 14.8 7.5 7.4 11.4 3.5 20.6 2.9 2.1 11.9 0.5 -7.6 
Household Products 423 1.5 21.1 18.6 16.6 13.2 13.8 11.9 3.5 18.7 2.2 2.4 12.1 2.9 -7.5 
Health Care 598 2.1 16.8 15.1 13.2 14.0 11.4 14.5 2.7 17.3 1.0 1.6 11.3 1.2 -15.8 
Pharma & Biotech 1,702 6.0 14.2 13.3 12.0 9.4 7.7 10.6 2.9 20.7 3.6 3.4 10.5 2.4 -11.0 
Banks 2,794 9.9 10.4 9.5 8.4 -5.3 9.3 14.1 1.4 13.7 5.1 NA NA 3.2 -15.7 
Div Financials 1,582 5.6 12.0 10.6 8.9 -28.9 27.8 19.6 1.4 12.6 4.0 NA NA 7.7 -17.0 
Insurance 1,267 4.5 9.6 9.4 8.4 4.2 -1.0 11.8 1.3 13.2 3.6 NA NA 3.5 -15.1 
Real Estate 602 2.1 17.4 17.7 15.8 16.9 -2.2 16.6 1.4 7.0 3.9 NA NA 2.2 -16.1 
Software & Services 984 3.5 20.0 17.0 14.7 23.8 17.9 15.2 3.8 22.1 1.7 3.6 12.1 2.3 -17.3 
Tech 1,485 5.2 16.0 13.7 12.0 17.9 18.3 13.7 2.4 15.6 2.0 1.4 10.6 0.4 -16.6 
Semi & Semi Equip 533 1.9 16.1 15.2 13.0 -14.2 9.7 32.7 2.4 14.4 2.4 2.3 8.0 4.0 -12.4 
Telecom 1,497 5.3 13.6 12.6 11.2 12.7 5.9 12.2 1.9 14.4 4.7 2.4 7.1 -0.6 -18.8 
Utilities 1,303 4.6 15.8 15.1 13.4 8.0 4.4 12.5 1.9 12.2 3.8 2.1 8.6 -1.5 -13.1 

E = I/B/E/S estimates         Source: I/B/E/S, Worldscope, MSCI, Citi Investment Research   

 
 



Global Equity Strategist 
25 March 2008 

 

Citigroup Global Markets  Equity Research 20 
 

Figure 18. 2008 P/E Estimates by Sector and Region 

21 Mar 08          
P/E 08E World US Eur ex UK UK Japan Dev Asia Em Asia Lat Am CEEMEA 
Region 12.2 13.9 10.4 10.3 12.8 13.2 12.5 12.0 10.5 
Energy 10.3 10.8 8.5 9.1 10.3 16.7 11.5 9.9 8.9 
Materials 11.3 14.2 11.1 10.5 10.3 11.7 10.5 10.0 11.0 
Capital Goods 13.0 14.6 11.8 11.7 10.1 17.3 14.7 14.8 12.4 
Comm Svc & Supp 14.1 13.4 11.6 14.2 18.9 17.2 15.0   
Transport 13.2 15.6 11.6 9.0 13.3 12.8 11.0 15.7 6.2 
Autos & Components 9.5 14.2 8.9 8.4 9.6  9.8  6.4 
Consumer Durables 13.1 14.4 12.6 7.4 13.9 13.7 10.9 14.2 10.5 
Consumer Services 15.7 17.7 13.1 11.5 23.9 16.7 14.2  22.3 
Media 14.2 15.4 11.1 14.4 20.4 13.4 18.3 16.4 13.3 
Retailing 14.4 16.3 14.2 9.4 16.0 16.5 16.8 21.5 7.1 
Food & Staples Retailing 15.7 16.0 14.7 14.1 15.7 18.6 19.2 20.1 12.7 
Food Bev & Tobacco 16.5 16.7 16.4 15.4 23.1 14.4 15.0 18.7 11.4 
Household Products 18.6 18.1 19.1 19.6 23.3  21.8 13.6  
Health Care Equip & Svc 15.1 14.6 17.9 20.7 16.5 19.0  29.0 12.2 
Pharma & Biotech 13.3 13.6 13.6 10.4 13.3 26.6 18.8  17.1 
Banks 9.5 14.3 7.8 7.7 10.4 10.9 11.5 10.3 9.3 
Div Financials 10.6 12.3 7.4 9.8 12.4 11.4 13.0 18.5 7.9 
Insurance 9.4 9.6 7.6 7.7 25.2 11.3 19.5  8.3 
Real Estate 17.7 27.3 11.6 18.9 18.4 15.1 12.7 16.4 9.0 
Software & Services 17.0 17.0 14.9 10.8 19.9 20.8 16.2 19.7 14.3 
Tech Hardware & Equip 13.7 15.2 10.8 10.6 14.4 8.7 10.0  12.7 
Semi & Semi Equip 15.2 16.4 11.1 14.1 18.2 15.0 13.6   
Telecom 12.6 13.4 11.1 11.2 12.9 14.4 14.9 13.1 13.6 
Utilities 15.1 14.9 14.1 13.3 28.8 16.6 13.4 12.1 18.5  

E = I/B/E/S estimates         Source: I/B/E/S, Worldscope, MSCI, Citi Investment Research   
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Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
 

Guide to Corporate Bond Research Credit Opinions and Investment Ratings:  Citi Investment Research's corporate bond research issuer publications include a fundamental 
credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding the credit risk of the 
company featured in the report.  The fundamental credit opinion reflects the CIR analyst's opinion of the direction of credit fundamentals of the issuer without respect to 
securities market vagaries.  The fundamental credit opinion is not geared to, but should be viewed in the context of, debt ratings issued by major public debt ratings 
companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings.  CBR risk ratings are approximately equivalent to the following matrix:  Low Risk -- 
Triple A to Low Double A; Low to Medium Risk -- High Single A through High Triple B; Medium to High Risk -- Mid Triple B through High Double B; High to Speculative Risk -- 
Mid Double B and Below.  The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a 
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by Citi Investment Research will also include investment 
ratings on specific issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of Citi 
Investment Research's expectations for total return, relative return (relative to the performance of relevant Citi bond indices), and risk rating. These investment ratings are: 
Buy/Overweight -- the bond is expected to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market); 
Hold/Neutral Weight -- the bond is expected to perform in line with the relevant Citigroup bond market sector index; or Sell/Underweight -- the bond is expected to 
underperform the relevant Citigroup bond market sector index.  Performance data for Citi bond indices are updated monthly, are available upon request and can also be 
viewed at http://sd.ny.ssmb.com/ using the "Indexes" tab. 

OTHER DISCLOSURES 
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner 
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
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information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 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 does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Investment Research 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. Smith Barney clients can ask their Financial Advisor 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 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 
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 
(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 Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Foro Buonaparte 16, Milan, 20121, Italy.  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. (Company Number 604457), 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 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 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, 
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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 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 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 U.A.E. by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  DIFC, Bldg 2, Level 7, PO Box 506560, Dubai, UAE.  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 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. 
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