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Powerchip Semiconductor Corp.

Record losses in 3Q08; maintain cautious stance

e Record losses in 3Q08:; Powerchip reported a net loss of NT$15B in 3Q08,

well below our estimate. EBITDA aso was significantly negative (negative

NT$4.0B), due to the sharp DRAM price correction (we estimate 23% qoq)
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in spot and contract markets. The company’s cash position is still
reasonable at NT$16B, boosted by private placements at Kingston, ASE and
Powertech. Bit growth was 6%, due to limited capacity addition and slow
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process migration. 65nm output was negligible in 3Q08 but should start to
ramp up from 4Q08.

Price Performance
16

e Industry capex to fall sharply in FY09, but demand should also slow: Ades
Powerchip lowered its FY 08 capex to NT$20B (10% lower) and guided for NTS 10 o
FY 09 capex of NT$10B (down 50% yoy). We expect most DRAM vendors
to have sharp capex cuts for FY09. However, we also worry about much
slower DRAM content growth (due to netbooks and poorer mix) and poor

4

Oct-07 Jan-08 Apr-08 Jul-08 Oct-08

. — 5346.TWO share price (NT$
PC unit grOWth. TSE (rebased)
« Financing situation looks better than Promos but still under pressure: YID Im sm  1m
Powerchip is in a better financia position due to its higher cash position (it ABS  |-656% 84%  -40.1% -68.1%
can survive three more quarters of cash burn at current levels). However, REL  |-236% 258% -125% -208%

Powerchip still has around NT$22B of loan repayments maturing in the next
12 months. While the chance of refinancing of these loans is higher than
Promos, leverage still remains very high.

e Maintain cautious stance, remain Neutral: We remain cautious on the
memory space, given the sharply weakening demand environment, financing
difficulties and erosion of book value. We expect a rebound sometime in
2009, but would favor Tier-1 DRAM makers in an upturn. Powerchip still
needs a sharp rebound to come back into profitability and has to contend
with debt repayments in the medium term. In addition, the sharp
depreciation in the Korean Won makes Taiwan DRAM makers even less
competitive. We maintain Neutral and cut our Dec-08 PT to NT$4.6 (0.6x
FY 08E book) from NT$7.50. A key risk is a faster-than-expected production
cut at Tier-1 DRAM makers.

Reuters: 5346.TW, Bloomberg: 5346 TT

| FY06  FYO7 FYO8E FYO9E FYO7  FY08 FYO9E FY10E
Sales (US$B) 92.1 77.5 60.6 71.6| YIEBPS (NT$) 16.6 1323 172 4.63| 52-Week range NT$4.1-15.6
Operating Profit 278 -110 -36.6 -19.9| PB 0.3 04 0.6 1.0 Shares Out. (Com) 7,845MM
EBITDA 51.8 22.3 31 10.3| ROE (%) 227 -10.7  -51.0  -50.1| Avg daily volume 51.5MM
Pre-Tax Profit 293 -150 -430  -25.0| Core ROIC (%) 216 48  -21.0  -12.5| Avg daily value NT$400.8MM
Net Profit 275 -123  -419  -24.3| Cash Div. (NT$/Share) 047 1.36 0.00 0.00| Avg daily value US$12.3MM
Core net Profit 3.9 0.0 0.0 0.0| Quarterly EPS (US$) 1Q 2Q 3Q 4Q| Free float 65%
EPS (US$) 238 -123  -419  -243| EPS(FYO07) 099 -050 -025 -1.80| MarketCap US$1.14B
EPS growth (%) 352 -159  -533  -3.09| EPS (FYOSE) -124  -093  -194  -1.35| Date of Price 21 0ct 08
FD EPS (US$) 14 -3.0 0.9 -1.5| EPS (FY09E) -117  -095 -0.64  -0.33| FYO8E Div Yld (%) 0
Cash EPS (US$) 46.8 25.1 34 48| Abs. Per (%)(1M,3M,12M) 554 -61.2  -76.0| Exchange rate 32.71US$
Net debt 58.0 88.4 934  100.0{ Rel. Perf (%)(1M,3M,12M) -50.3  -50.3  -67.6| GDR5346q.L US$1.80
BVPS (US$) 125.8  103.5 60.6 36.3| Dec-08 PT 4.6 Ratio 1/10

Source: Company data, Bloomberg, J.P. Morgan estimates.

See page 7 for analyst certification and important disclosures, including non-US analyst disclosures.

J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.
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Table 1: Powerchip Semiconductor Corp — Earnings results summary

NT$ in millions, year-end December

JPMorgan

TS © jpMest.  Variance  Yearago % YIY Last %QIQ FYOSE  FYOOE
period period
Sales 14,970 16,092 -T% 17,918 -16% 17,440 -14%  Old EPS (NT GAAP) -4.42 -3.08
Gross Profit -8,942 -6,993 28% -2,330 284% -5,843 -53%  New EPS (NT GAAP) -5.33 -3.09
Gross Margin -59.7% -43.5%  -1,628 bsp -13.0%  -47 pct pt -33.5% -26 pctpt % change -21% 0%
Operating profit -10,431 -8,119 28% -3,386 208% 7,122 -46%  PIE (x) -0.9 -15
Operating margin -69.7% -50.5%  -1,922 bsp -189%  -51 pet pt -40.8% 29 petpt  ROE (%) -51.0 -50.1
EBT -13,730 -8,906 54% -3,245 323% -7,610 -80%  P/B(x) 0.6 1.0
Net profit -15,015 -8,639 74% -1,903 689% -7,273 -106%
EPS (NT$) -1.94 -1.10 76% -0.25 687% -0.93 -109%
Source: Company reports, J.P. Morgan estimates.
3Q08 review
Table 2: Powerchip Semiconductor Corp 3Q08 — Actual versus J.P. Morgan estimates
NT$ in millions, year-end December
Actual JPM est. Variance Comment
Sales 14,970 16,092 -7.0% Higher price erosion, slower transition to 65nm
Gross profit -8,942 -6,993 -28% Lower-than-expected cost down
Gross Margin -60% -43% -1628 bps
Operating profit -10,431 -8,119 -28% Opex in line
Operating Margin -70% -50% -1922 bps
PBT -13,730 -8,906 -54% Higher losses at Rexchip due to slower move to 65nm process
Net Income -15,015 -8,639 -74% High tax expenses in 3Q08 despite mounting losses
EPS (reported, NT$) -1.94 -1.10 -76%

Source: Company reports, J.P. Morgan estimates.

NT$ in millions, year-end December

Earnings estimate revisions

Table 3: Powerchip Semiconductor Corp — Earnings estimate revisions

Revised Prior Change

4Q08E 1Q09E FYO8E FYO9E 4Q08E 1Q09E FYO8E FYO9E 4Q08E 1Q09E FYO8E FYO9E
Sales 13,326 14,409 60,577 71,616 14,595 16,706 62,968 72,136 -9% -14% -4% -1%
Gross profit -1,745 -6,652 | -31,088  -15,035 -7,396 5,530 | -28,790  -17,106 -5% -20% -8% 12%
Gross Margin -58% -46% -51% -21% -51% -33% -46% -24% | -7pctpts  -13pctpts | -6pctpts 3 pet pts
Operating profit -8,944 -7,660 | -36,587  -19,869 -8,418 6,699 | -33741  -21971 -6% -14% -8% 10%
Operating Margin -67% -53% -60% -28% -58% -40% -54% -30% | -9pctpts  -13pctpts | -7pctpts 3 pct pts
EBT -10,907 9,449 | -43,039  -25,028 9,322 -7,434 | -37,388  -24,200 -17% -27% -15% -3%
Net Income -10,580 -9,166 | -41,853  -24,277 -9,042 -7434 | -34,698  -24,200 -17% -23% -21% 0%
EPS (New TW
GAAP) -1.35 -1.17 -5.33 -3.09 -1.15 -0.95 -4.42 -3.08 -17% -23% -21% 0%

Source: Company reports, J.P. Morgan estimates.
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Figure 1: 12M Forward P/E
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—— POWERCHIP SEMICON. —— 4x 8x —— 12x —— 16x —— 20x
Source: Company reports, Datastream, J.P. Morgan estimates.

Figure 3: 12M Forward P/BV
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Figure 2: 12M trailing P/E
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Source: Company reports, Datastream, J.P. Morgan estimates.

Figure 4: 12M trailing P/BV
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Table 4: Powerchip Semiconductor Corp — Earnings model

FY07 FYOBE FYO9E

NT$ in billions, year-end December 1Q 2Q 3Q 4Q 1Q 20 3Q 4QE 1QE 2QE 3QE 4QE FYo7 FYO8E FYO9E FY10E
Revenue 28.9 17.3 17.9 134 14.8 174 15.0 13.3 14.4 16.1 19.7 214 715 60.6 71.6 65.0
Depreciation 7.7 8.0 8.4 9.2 9.0 8.6 8.2 7.7 7.9 74 7.7 72 333 335 30.2 23.8
COGS 20.0 20.1 20.2 22.9 23.4 23.3 23.9 21.1 211 21.3 22.6 21.7 83.3 91.7 86.7 73.6
Gross profit 8.9 2.9 2.3 95 -8.6 -5.8 -89 1.7 6.7 -5.2 2.9 0.3 -5.8 2311 -15.0 -8.7
Operating expense 1.6 11 11 15 15 13 15 1.2 1.0 1.0 1.3 15 5.2 55 48 4.4
Operating income 7.3 -4.0 -34 -11.0 -10.1 7.1 -10.4 -8.9 1.7 6.2 -4.2 -1.8 -11.0 -36.6 -19.9 -13.0
Net non-op inc (exp) 0.8 -1.4 0.1 -35 -15 -0.5 -33 -2.0 -1.8 -15 -1.0 -0.9 -4.0 -6.5 5.2 7.4
Pre-tax profit 8.1 5.4 3.2 -14.5 -11.6 -7.6 -13.7 -10.9 9.4 1.7 -5.2 2.7 -15.0 -43.0 -25.0 -20.5
Tax expense (credit) 0.6 -1.6 -1.3 -0.5 -1.8 -0.3 1.3 -0.3 0.3 0.2 0.2 0.1 2.8 -1.2 -0.8 0.0
Net profit 75 -38 -1.9 -14.1 9.7 -7.3 -15.0 -10.6 9.2 -15 -5.0 -2.6 -12.3 -41.9 -24.3 -20.5
New TW GAAP EPS (NT$) 0.99 -0.50 -0.25 -1.80 -1.24 -0.93 -1.94 -1.35 -1.17 -0.95 -0.64 -0.33 -1.59 -5.33 -3.09 -2.61
Key Drivers

Capacity (k wfpg 8-inch equiv) 874 955 1,012 1,124 1,191 1,225 1,225 1,225 1,326 1,394 1,461 1,495 3,964 4,865 11,346 12,962
Foundry wafer output (k) 161 123 171 178 194 194 194 194 203 203 203 203 632 778 1,846 2,302
DRAM Output (256Mb-eqiv m units) 430 507 535 659 811 861 904 911 1,064 1,196 1,370 1,515 2,131 3,487 8,400 8,628
Blended DRAM ASP (US$) 1.75 0.95 0.79 0.47 0.44 0.47 0.36 0.33 0.35 0.35 0.38 0.40 0.90 0.40 0.37 0.31
Margins (%)

Gross margin 31.0 -16.7 -13.0 -71.0 -57.7 -33.5 -59.7 -58.1 -46.2 -32.0 -14.9 -14 75 -51.3 -21.0 -13.3
Operating margin 25.4 -23.2 -18.9 -81.9 -67.9 -40.8 -69.7 67.1 -53.2 -38.5 214 -84 -14.2 -60.4 21.7 -20.1
EBITDA margin 49.8 324 354 9.7 46 10.6 -23.2 -7.2 33 9.1 184 25.6 323 -3.2 154 16.6
Net margin 26.1 -22.3 -10.6 -104.8 -65.7 -41.7 -100.3 -719.4 -63.6 -46.3 -25.6 -12.1 -15.8 -69.1 -33.9 -31.5
Sequential Growth (%)

DRAM Output (256Mb-eqiv m units) 18 18 5 23 23 6 5 1 17 12 15 11 96 64 141 3
Revenue -12 -40 4 -25 11 18 -14 -11 8 12 22 9 -16 22 18 -9
Gross profit -42 -132 -19 309 -10 -32 53 -13 -14 -22 -43 -90 -118 -437 52 42
EBIT -48 -154 -15 225 -8 -29 46 -14 -14 -19 -32 57 -140 -231 46 34
Net profit -51 -151 -51 639 231 -25 106 -30 -13 -19 -32 -48 -145 241 42 16
New TW GAAP EPS -46 -151 -51 629 -31 -25 109 -31 -13 -19 -32 -48 -145 -234 42 16

Source: Company reports, J.P. Morgan estimates.
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Q-Snapshot: Powerchip Semiconductor Corp.

Quant Return Drivers (a Score >50% indicates company ranks 'above average')

JPMorgan

J.P. Morgan Composite Q-Score

\Sl::)ur: 0% (worst) to 100% (best) vs Country vs Industry Raw Value 100% HIGH/STRONGER
P/E Vs Market (12mth fwd EPS) 0% 1% 7.9x C 75%
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EPS Growth (forecast) 0.0% u 50% |
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Closest in Country by Size (Consensus. ADV = average daily value traded in US$m over the last 3 mths)
Code Name Industry USD MCAP ADV PE FY1 Q-Score*
2603-TW Evergreen Marine Corp. (Taiwan) Ltd. Marine Shipping 1,326 5.98 NA 15%
2890-TW SinoPac Financial Holdings Co. Ltd. Regional Banks 1,322 4.97 25.3 36%
2888-TW Shin Kong Financial Holding Co. Ltd. Life/Health Insurance 1,278 16.71 -5.0 1%
2475-TW Chunghwa Picture Tubes Ltd. Electronic Components 1,206 7.83 NA 2%
3008-TW LARGAN Precision Co. Ltd. Electronics/Appliance Stores 1,178 27.75 12.3 82%
5346-TW Powerchip Semiconductor Corp. Semiconductors 1,151 10.97 -1.4
2606-TW U-Ming Marine Transport Corp. Marine Shipping 1,065 18.03 3.1 90%
6116-TW HannStar Display Corp. Electronic Components 1,041 6.69 NA 2%
2408-TW Nanya Technology Corp. Semiconductors 1,038 4.71 -1.3
3474-TW Inotera Memories Inc. Semiconductors 1,015 3.51 -3.2
6239-TW Powertech Technology Inc. Semiconductors 991 12.61 4.8 87%

Source: Factset, Thomson and J.P. Morgan Quantitative Research. For an explanation of the Q-Snapshot, please visit http://jpmorgan.hk.acrobat.com/gsnapshot/
Q-Snapshots are a product of J.P. Morgan’s Global Quantitative Analysis team and provide quantitative metrics summarized in an overall company 'Q-Score."
Q-Snapshots are based on consensus data and should not be considered as having a direct relationship with the J.P. Morgan analysts’ recommendation.

* The Composite Q-Score is calculated by weighting and combining the 10 Quant return drivers shown. The higher the Q-Score the higher the one month

expected return.

On a 14 Year back-test the stocks with the highest Q-Scores have been shown (on average) to significantly outperform those stocks with the

lowest Q-Scores in this universe. ** The number of up, down and unchanged target prices, recommendations or EPS forecasts that make up consensus.
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Income statement

Ratio Analysis

NT$ in billions, year-end Dec FYO7TA  FYO8E  FYO9E  FY10E %, year-end Dec FYO7TA  FYO8E  FYO9E  FYI10E
Revenues 775 60.6 71.6 65.0  Gross Margin -7.5 -51.3 -21.0 -133
Cost of Goods Sold 83.3 91.7 86.7 736  EBITDA margin 28.7 5.1 14.4 16.6
Gross Profit 5.8 -31.1 -15.0 -8.7  Operating Margin -14.2 -60.4 217 -20.1
R&D Expenses 3.0 35 34 3.1 NetMargin -15.8 -69.1 -33.9 -315
SG&A Expenses 2.3 20 14 13  Ré&DIsales 3.9 5.8 48 4.7
Operating Profit (EBIT) -11.0 -36.6 -19.9 -13.0  SG&A/Sales 29 33 2.0 2.0
EBITDA 22.3 -3.1 10.3 108
Interest Income 0.8 0.3 0.1 0.3 Sales growth -15.9 218 18.2 9.3
Interest Expense 1.7 31 35 4.2 Operating Profit Growth -139.7 -231.4 457 343
Investment Income (Exp.) -1.2 -4.5 2.9 -4.6  Net profit growth -144.6 -241.2 42.0 15.6
Non-Operating Income (Exp.) -1.8 0.9 11 1.0  EPS (Reported) growth -139.3 -234.4 42,0 15.6
Earnings before tax -15.0 -43.0 -25.0 -20.5  EPS (New TW GAAP) growth -145.3 -234.4 42.0 15.6
Tax -2.8 -12 -0.8 0.0 Interest coverage (x) -6.4 -11.6 -5.8 231
Net Income (Reported) -12.3 -41.9 -24.3 -20.5  Net debt to total capital 33.0 58.5 69.9 734
Net Income (Adjusted) -12.3 -41.9 -24.3 -20.5  Net debt to equity 61.1 148.6 262.2 657.2
EPS (Reported, NT$) -1.59 -5.33 -3.09 -2.61  Asset Turnover 34.6 335 42.4 39.3
EPS (Adjusted, NT$) -1.59 -5.33 -3.09 -2.61  Working Capital Turns (X) 20.1 -32 -3.2 7.3
BPS (NT$) 13.23 172 4.63 202 ROE -10.7 -51.0 -50.1 129.4
DPS 1.36 0.00 0.00 0.00 ROIC -4.8 -21.0 -125 9.4
Shares Outstanding (bn) 7.7 7.8 7.8 78 ROCE -4.0 -19.7 -12.5 -8.2
Balance sheet Cash flow statement
NT$ in billions, year-end Dec FYOTA  FYOBE  FY09E  FY10E  NT$in billions, year-end Dec FYO7TA  FYO8E  FYO9E  FYI10E
Cash and cash equivalents 25.1 34 4.8 21.8  NetIncome -12.3 -41.9 -24.3 -20.5
Accounts receivable 39 4.4 7.0 5.1  Depr. & Amortisation 333 335 30.2 238
Inventories 7.5 5.9 9.5 6.9  Change in working capital 75 -3.3 2.2 -3.0
Others 38 3.0 48 35  Other 0.0 0.0 0.0 0.0
Current assets 404 16.7 26.1 37.3  Cash flow from operations 285 -11.7 3.7 0.3
LT investments 34.0 37.2 343 29.7  Capex -43.5 9.4 -117 -137
Net fixed assets 140.6 116.5 98.1 88.0  Disposall (purchase) -26.5 -4.4 29 4.6
Others 9.1 10.3 10.3 10.3  Cash flow from investing -70.0 -13.8 -8.9 -9.2
Total assets 224.1 180.6 168.8 165.3  Free cash flow -15.0 211 8.1 -13.4
ST loans 211 15.1 132 12.0  Equity raised/ (repaid) 13.2 5.5 0.0 0.0
Payables 10.2 12.8 10.3 7.6 Debtraised/ (repaid) 30.4 5.0 6.6 25.9
Others 21.8 13.8 22.2 16.0  Other -135 42 0.0 0.0
Total current liabilities 53.0 417 45.7 35.6  Dividends paid -10.3 0.0 0.0 0.0
Cash flow from financing 19.8 3.7 6.6 25.9
Long term debt 67.3 78.3 86.8 113.9
Other liabilities 0.3 0.0 0.0 0.0  Netchange in cash 217 218 14 17.1
Total liabilities 120.6 120.0 1325 149.5  Beginning cash 46.8 25.1 34 4.8
Shareholders' equity 103.5 60.6 36.3 15.8  Ending cash 25.1 3.4 4.8 21.8

Source: Company reports, J.P. Morgan estimates.
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rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts. Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JIPMSI,
and may not be subject to NASD Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide.

Optionsrelated resear ch: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at

http://www.opti onscl earing.com/publicati ons/risks/riskstoc.pdf .

Legal Entities Disclosures

U.S.: PM S| isamember of NY SE, FINRA and SIPC. J.P. Morgan Futures Inc. isamember of the NFA. JPMorgan Chase Bank, N.A. isa
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) isa
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No.
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. K orea: J.P. Morgan Securities (Far East) Ltd,
Seoul branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) isa
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of
the National Stock Exchange of India Limited and The Stock Exchange, Mumbai and is regulated by the Securities and Exchange Board of India.
Thailand: JPMorgan Securities (Thailand) Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance
and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesiais amember of the Indonesia Stock Exchange and
is regulated by the BAPEPAM. Philippines. J.P. Morgan Securities Philippines Inc. is amember of the Philippine Stock Exchange and is
regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de VValores Mobiliarios
(CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casade Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is a member of the
Mexican Stock Exchange and authorized to act as abroker dealer by the National Banking and Securities Exchange Commission. Singapor e
This material isissued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [mica (p) 207/01/2008 and Co.
Reg. No.: 199405335R] which is amember of the Singapore Exchange Securities Trading Limited and is regulated by the Monetary Authority of
Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. Malaysia: This
material isissued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-x) which is a Participating Organization of
Bursa Malaysia Securities Bhd and is licensed as a dealer by the Securities Commission in Malaysia. Pakistan: J. P. Morgan Pakistan Broking
(Pvt.) Ltd isamember of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Issued and approved for distribution in the U.K. and the EEA by JPMSL. Investment research
issued by JPMSL has been prepared in accordance with JPMSL’ s Policies for Managing Conflicts of Interest in Connection with Investment
Research which outline the effective organisational and administrative arrangements set up within JPMSL for the prevention and avoidance of
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conflicts of interest with respect to research recommendations, including information barriers, and can be found at
http://lwww.jpmorgan.com/pdfdoc/research/ConflictM anagementPolicy.pdf. Thisreport has been issued in the U.K. only to persons of akind
described in Article 19 (5), 38, 47 and 49 of the Financia Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons
being referred to as "relevant persons'). This document must not be acted on or relied on by persons who are not relevant persons. Any investment
or investment activity to which this document relatesis only available to relevant persons and will be engaged in only with relevant persons. In
other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in their home jurisdiction

Germany: Thismaterial is distributed in Germany by J.P. Morgan Securities Ltd. Frankfurt Branch and JPMorgan Chase Bank, N.A., Frankfurt
Branch who are regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht. Australia: This material isissued and distributed by JPMSAL
in Australiato “wholesale clients” only. JPMSAL does not issue or distribute this material to “retail clients.” The recipient of this material must
not distribute it to any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the terms
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001. Hong Kong: The 1%
ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for
persons licensed by or registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the
disclosure may be based on the month end data from two months' prior.) J.P. Morgan Broking (Hong Kong) Limited isthe liquidity provider for
derivative warrants issued by J.P. Morgan International Derivatives Ltd and listed on The Stock Exchange of Hong Kong Limited. An updated list
can be found on HKEX website: http://www.hkex.com.hk/prod/dw/Lp.htm. Japan: Thereisarisk that aloss may occur due to achangein the
price of the sharesin the case of share trading, and that aloss may occur due to the exchange rate in the case of foreign share trading. In the case
of share trading, JPMorgan Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by
multiplying the executed price by the commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the
customer in advance. Financia Instruments Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. [82]
Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan. Korea: This report may have been
edited or contributed to from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch. Singapore: JPMSI and/or its
affiliates may have aholding in any of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding
isdisclosed in the Important Disclosures section above. India: For private circulation only, not for sale. Pakistan: For private circulation only,
not for sale. New Zealand: This material isissued and distributed by JPMSAL in New Zealand only to persons whose principal businessisthe
investment of money or who, in the course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute
this material to members of "the public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must
not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL.

General: Additiona information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any
disclosures relative to JPM S| and/or its affiliates and the analyst’ s involvement with the issuer that is the subject of the research. All pricing is as
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financia instruments
mentioned herein. JPMSI distributesin the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home
jurisdiction unless governing law permits otherwise.

“Other Disclosures’ last revised September 29, 2008.

Copyright 2008 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.



