China Steel Corporation

Further steel price cut
needed; PO down to NT$17

B Deteriorating steel industry dynamics

After the in line 23% QoQ price cut for 1Q09, we believe CSC needs to cut its
2Q09 price by a further 15% QoQ (from our previous assumption of 10%) to
respond to competitors’ more aggressive price cuts due to further steel industry
deterioration. We reduce 2009E/10E EPS by 13%/11%. We also cut our PO to
NT$17 (based on 1x P/BV) from NT$20. Unprecedented losses (we expect three
consecutive quarters) may lead CSC to de-rate to trough valuations of 0.8-0.9x.

HRC: Largest price cut to react to China’s lower tax
Although the average price cut for 1Q09 of 23% is in line with our forecast, CSC
was more aggressive on HRC — cutting by 28%. This additional S5ppt price cut
exactly reflects China’s removal of 5% export duty on HRC, effective on 1
December. We think CSC will face more pricing pressure from Chinese peers if
China raises the rebate on high value products — CRC and galvanized steels.

15% price cut needed for 2Q09E vs. 10% previously

We believe CSC needs to cut 2Q09 steel price more aggressively as: (2) Chinese
competitors have recently lowered prices again and (2) downstream customers
need to have more competitive costs to sell additional inventory.

Most expensive steelmaker globally

CSC remains the world’s most expensive steelmaker, trading at 1.3x 09E P/BV
and 18.5x 09E EPS vs. global peer averages of 0.7x and 4.8x. And it's made slow
progress on its share buy back. To date, CSC has bought back only one-fifth
(622k shares) of the planned 300mn buy back (from 8 October to 7 December).

. Estimates (Dec)

(NT$) 2006A 2007A 2008E 2009E 2010E
Net Income (Adjusted - mn) 39,196 51,264 37,269 14,985 31,417
EPS 3.39 4.39 3.08 1.19 2.49
EPS Change (YoY) -23.7% 29.3% -29.9% -61.3% 109.7%
Dividend / Share 2.78 3.50 221 0.857 1.80
Free Cash Flow / Share 3.01 3.08 1.67 0.584 1.30
GDR EPS (US$) 2.09 2.67 1.84 0.713 1.50
GDR Dividend / Share (US$) 171 213 133 0.514 1.08
Valuation (Dec)

2006A  2007A 2008E 2009E 2010E
PIE 6.34x 4.90x 6.99x 18.07x 8.62x
Dividend Yield 12.93%  16.28%  10.30% 3.98% 8.35%
EV / EBITDA* 5.88x 4.61x 5.07x 10.48x 5.87x
Free Cash Flow Yield* 13.34% 13.81% 7.76% 2.82% 6.28%

* For full definitions of iQmethod ™ measures, see page 6.
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iQprofile™ China Steel Corporation

China Steel Corporation

Company Description

Founded in 1971 and listed on the Taiwan Stock
Exchange in 1974, China Steel Corp. (CSC) is
Taiwan's only integrated steel maker with domestic
leading position in upstream steel products- hot
rolled coils (HRC), cold rolled coils (CRC), steel
plates and so on. Its crude steel production volume
was 11m tons in 2006, 43% of domestic market
share. Its sales volume could be broken down into
HRC (43%), CRC (27%), bars and wire rods (17%),
plates (11%)

Investment Thesis

Key Income Statement Data (Dec) 2006A 2007A 2008E 2009E 2010E
(NT$ Millions)

Sales 177,658 207,919 260,236 215,837 237,706
Gross Profit 43,468 55,053 49,077 18,323 38,189
Sell General & Admin Expense (4,606) (5,001) (5,619) (4,800) (5,309)
Operating Profit 37,745 48,716 41,899 11,943 31,132
Net Interest & Other Income 9,934 12,935 3,855 6,788 8,139
Associates NA NA NA NA NA
Pretax Income 47,679 61,652 45,754 18,731 39,271
Tax (expense) / Benefit (8,482) (10,388) (8,485) (3,746) (7,854)
Net Income (Adjusted) 39,196 51,264 37,269 14,985 31,417
Average Fully Diluted Shares Outstanding 11,556 11,689 12,115 12,596 12,596
Key Cash Flow Statement Data

Net Income 39,196 51,264 37,269 14,985 31,417
Depreciation & Amortization 9,864 12,077 13,369 14,782 16,554
Change in Working Capital 4,531 (4,063) (13,621) 3,866 (891)
Deferred Taxation Charge NA NA NA NA NA
Other Adjustments, Net (5,940) (6,561) 3,186 (4,275) (4,727)
Cash Flow from Operations 47,651 52,717 40,203 29,358 42,353
Capital Expenditure (12,912) (16,754)  (20,000)  (22,000) (26,000)
(Acquisition) / Disposal of Investments (1,378) 10,386 (1,000) (1,000) (1,000)
Other Cash Inflow / (Outflow) (1,515) (821) 0 0 0
Cash Flow from Investing (15,804) (7,189) (21,000) (23,000) (27,000)
Shares Issue / (Repurchase) 0 0 5,760 0 0
Cost of Dividends Paid (39,642) (30,835)  (40,242)  (27,899) (29,371)
Cash Flow from Financing (33,389) (37,286) (34,482) (12,899) (19,371)
Free Cash Flow 34,739 35,962 20,203 7,358 16,353
Net Debt 6,327 4,271 19,550 41,090 55,105
Change in Net Debt 5,110 (13,677) 15,279 21,541 14,018
Key Balance Sheet Data

Property, Plant & Equipment 110,453 115,770 122,401 129,619 139,065
Other Non-Current Assets 80,127 86,661 88,536 91,476 96,596
Trade Receivables 4,346 4,379 5,481 4,546 5,006
Cash & Equivalents 33,448 30,045 14,766 8,226 4211
Other Current Assets 37,252 45,086 60,333 57,687 59,024
Total Assets 265,627 281,941 291,517 291,553 303,901
Long-Term Debt 23,165 24,161 24,161 34,161 49,161
Other Non-Current Liabilities 1,730 1,982 6 7 8
Short-Term Debt 16,610 10,155 10,155 15,155 10,155
Other Current Liabilities 20,589 22,987 31,753 29,701 30,002
Total Liabilities 62,094 59,285 66,075 79,024 89,326
Total Equity 203,533 222,655 225,442 212,529 214,575
Total Equity & Liabilities 265,627 281,941 291,517 291,553 303,901
iQmethod*” - Bus Performance*

Return On Capital Employed 13.5% 16.3% 13.3% 3.8% 9.5%
Return On Equity 19.6% 24.1% 16.6% 6.8% 14.7%
Operating Margin 21.2% 23.4% 16.1% 5.5% 13.1%
EBITDA Margin 26.8% 29.2% 21.2% 12.4% 20.1%
iQmethod* - Quality of Earnings*

Cash Realization Ratio 1.2x 1.0x 1.1x 2.0x 1.3x
Asset Replacement Ratio 1.3x 1.4x 1.5x 1.5x 1.6x
Tax Rate (Reported) 17.8% 16.8% 18.5% 20.0% 20.0%
Net Debt-to-Equity Ratio 3.1% 1.9% 8.7% 19.3% 25.7%
Interest Cover NM NM NM 18.7x 45.8x
Key Metrics

A lack of new technology initiatives in the
foreseeable future and a failure to fully pass-through
raw material price hikes to customers are the major
headwinds to China Steel's earnings growth, in our
view. We expect earnings to decline in 2009. Any
upside would have to come from its gross margin
expansion, which is not expected in the near future
as the company's major customers are facing weak
profitability.

Chart 1: Sales volume in 2007
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Table 1: Earnings cut of 13%/11% in 2009E-10E

Original version New Version % change
NT$mn 2008E 2009E 2010E 2008E 2009E 2010E 2008E 2009E 2010E
Sales 260680 226949 249743 260236 215837 237706 0% 5% 5%
Gross profits 49064 21300 43025 49077 18323 38189 0% -14% -11%
Operating profits 41886 14800 35841 41899 11943 31132 0% -19% -13%
Pre-tax profits 45741 21588 43980 45754 18731 39271 0% -13% -11%
Net Profits 37258 17271 35184 37269 14985 31417 0% -13% -11%
EPS 3.08 1.37 2.79 3.08 119 249 0% -13% -11%
Gross margin 188%  94% 172% 189%  85% 16.1%
Operating margin 16.1% 6.5% 144% 16.1% 55% 13.1%
Net margin 14.3% 76% 141% 14.3% 6.9% 13.2%
Source: Source: Merrill Lynch
Table 2: Quarterly earnings forecast
NT$mn 1Q08A  2Q08  3Q08 4QO08E 1QO09E 2QO09E 3Q09E 4QO09E
Sales 57,353 66,970 76,886 59,027 50,019 50,693 56,816 58,309
Gross profits 12,740 17,904 18,839 (406)  (2,798) (996) 10,243 11,874
Operating profits 10,999 16,015 16,891 (2,006) (4,378) (2,576) 8,633 10,264
Pre-tax profits 14336 18,836 15,348 (2,766) (3,388) (1,186) 10,423 12,882
Net Profits 11,713 15187 12,582 (2,213) (2,710) (948) 8,339 10,305
EPS 0.97 1.25 1.04 -0.18 -0.22 -0.08 0.66 0.82
Source: Merrill Lynch and company
Table 3: China Steel is global most expensive steelmaker
P/E (x) P/B (X) ROE (%) Dividend yield

2008E 2009E 2008E 2009E 2008E 2009E 2008E 2009E
China Steel 7.0 18.1 1.2 13 16.6 68 103%  4.0%
Global average 43 4.8 0.7 0.7 231 16.4 9.5% 7.3%
Asia Pacific peer (ex. Japan) 5.2 74 0.9 0.8 18.3 14.4 8.2% 6.7%
Japan average 54 54 1.0 0.9 17.8 17.2 4.7% 4.9%
China average 54 6.4 0.9 0.8 15.2 12.6 6.8% 6.1%

Source: Merrill Lynch
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Table 4: Financial forecasts

NT$m, year-end Dec 2007
Income Statement
Net sales 207919
Sales growth 17.0%
Gross profit 55053
Gross margin 26.5%
Operating income 48716
Operating margin 23.4%
Pre-tax income 61652
Pre-tax margin 29.7%
Income tax rate 16.8%
Net income 51264
EPS 439
Earnings growth 29.3%
Net margin 24.7%
Fully diluted EPS 4.38
EBIT 62,222
EBIT margin 29.9%
EBITDA 74,298
EBITDA margin 35.7%
Balance sheet
Cash & mkt. securities 30,045
Total current assets 79510
Non-current assets 202431
Total assets 281941
Total current liab. 33,142
Non-current liab. 26,143
Total liabilities 59285
Common stocks 114,963
Total Equity 222,655
IB debt 34,316
Net debt 4,271
Cash flow
Net income 51264
Depreciation & amortization 12077
Cash earnings 63340
Change in working capital -4063
Other op. CF changes -6561
Operating cash flow 52717
Net capital expenditures -16,754
Change in LT investment -682
Other inv. CF changes 10247
Investing cash flow -7189
Free cash flow 45527
Dividend paid -30,835
Equity financing 0
Debt financing -5,436
Other fin. CF changes -1,015
Financial cash flow -37286
Exchange influence 0
Change in cash flow 8242

Source: Merrill Lynch and company
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Price objective basis & risk

China Steel Corp (CISEF / CISXF)

Our PO for China Steel Corp. is NT$17/share (GDR - USD10.3). We derive our
fair value by using DCF. Assumptions used in our DCF are a 9.4pct WACC and
3pct long-term growth rate. Our PO translates to 1.0x 2009E P/BV. Risks: If the
company is able to more than fully pass on cost hikes to customers, there may be
potential upside. Shares could rise if it delivers earnings that are better than
consensus forecasts. The share price could decline in excess of our PO if the
company is unable to pass on most of the cost hikes to customers.

Analyst Certification

I, Albert Hsu, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. |
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.

Special Disclosures

Foreign investment in Taiwan securities is regulated and restricted. Currently,
foreign investment in Taiwan securities is permitted by investment through: (1)
global depository receipts, (2) convertible bonds, (3) mutual funds issued offshore
of Taiwan, and (4) a special foreign institutional investors (FINIs) and foreign
individual investors (FIDIs) program supervised by the Taiwan SFB whereunder
FINIs/FIDIs may apply for investment ID to invest in Taiwan securities by
registration with Taiwan Stock Exchange. FINIs will additionally need consent
from the foreign exchange authority, ie, the Central Bank of China. In addition to
the limitations above, various industry-specific percentage-based limitations on
foreign ownership of Taiwan companies (and in some cases prohibitions) may
apply. Investments are subject to exchange rate and currency conversion
restrictions and risks. Dividends and interest earned by foreign investors' Taiwan
securities/instruments are generally subject to a 20% withholding tax. Ordinary
shares are not available to ML private client accounts in the U.S.

This report is distributed in the Republic of China by Merrill Lynch, Pierce, Fenner
& Smith Inc., Taiwan Branch, which is regulated by the US SEC and the SFB of
the Republic of China.

Research provided by Merrill Lynch Global (Taiwan) Limited, a registered SICE,
for distribution in Taiwan is provided under contract to Merrill Lynch, Pierce,
Fenner & Smith Inc., Taiwan Branch.

Investment rating
BUY
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PT Bayan Resources Thk
Tambang Batubara
Yanzhou Coal
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Investment rating

UNDERPERFORM

REVIEW

Company

Hindalco

Jiangxi Copper-A

Jiangxi Copper-H

Sterlite Industr

Sterlite Industries India Limited

Aneka Tambang
Angang

Baosteel

China Steel

China Steel Corp
Gloria Material
Jindal Steel and Power Limited
JSW Steel
Maanshan | & S-H
NALCO

Steel Authority
Tata Steel

Wuhan Steel

China Oriental
POSCO
POSCO -A

iQmethod*" Measures Definitions
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5009 TT
JSPIN
JSTLIN
323 HK
NACL IN
SAIL IN
TATAIN
600005 CH

581 HK
005490 KS
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Vandana Luthra
Alexander Latzer
Alexander Latzer
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Vandana Luthra

Daisy Suryo
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Albert Hsu
Bhaskar.N.Basu,CFA
Bhaskar.N.Basu,CFA
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Vandana Luthra
Vandana Luthra
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Alexander Latzer
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Business Performance
Return On Capital Employed

Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate

Net Debt-To-Equity Ratio
Interest Cover
Valuation Toolkit
Price / Earnings Ratio
Price / Book Value
Dividend Yield

Free Cash Flow Yield
Enterprise Value / Sales

EV/EBITDA

iQmethod $Vis the set of Merrill Lynch standard measures that serve to maintain global consistency under three broad headings: Business Performance, Quality of Earnings, and validations. The key features of iQmethod are: A consistently

Numerator

NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill

Amortization
Net Income
Operating Profit

Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations — Total Capex

Cash Flow From Operations

Capex
Tax Charge

Net Debt = Total Debt, Less Cash & Equivalents

EBIT

Current Share Price
Current Share Price

Annualised Declared Cash Dividend

Cash Flow From Operations — Total Capex
EV = Current Share Price * Current Shares + Minority Equity + Net Debt + Sales

Other LT Liabilities
Enterprise Value

Denominator

Total Assets — Current Liabilities + ST Debt + Accumulated Goodwill

Amortization
Shareholders’ Equity
Sales

N/A

N/A

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Diluted Earnings Per Share (Basis As Specified)
Shareholders’ Equity / Current Basic Shares

Current Share Price

Market Cap. = Current Share Price * Current Basic Shares

Basic EBIT + Depreciation + Amortization

structured, detailed, and transparent methodology. Guidelines to maximize the effectiveness of the comparative valuation process, and to identify some common pitfalls.

iQdatabase ® is our real-time global research database that is sourced directly from our equity analysts’ earnings models and includes forecasted as well as historical data for income statements, balance sheets, and cash flow statements for

companies covered by Merrill Lynch.

iQprofile ¥, iQmethod * are service marks of Merrill Lynch & Co., Inc.iQdatabase ®is a registered service mark of Merrill Lynch & Co., Inc.
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CISEF Price Chart
15-Nov:S 31—M_ary:U 23-Se
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CISEF

B:Buy, N:Neutral, S: Sell, U:Undemperform, PO : Price objective, NA : No longer valid
Prior to May 31, 2008, the investment opinion system included Buy, Neutral and Sell. As of May 31, 2008, the investment opinion system includes Buy, Neutral and Underperform. Dark Grey shading indicates that a security is restricted with the
opinion suspended. Light grey shading indicates that a security is under review with the opinion withdrawn. The current investment opinion key is contained at the end of the report. Chart is current as of October 31, 2008 or such later date as

indicated.
CISXF Price Chart
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CISXF

B:Buy, N:Neutral, S: Sell, U:Underperform, PO : Price objective, NA : No longer valid
Prior to May 31, 2008, the investment opinion system included Buy, Neutral and Sell. As of May 31, 2008, the investment opinion system includes Buy, Neutral and Underperform. Dark Grey shading indicates that a security is restricted with the
opinion suspended. Light grey shading indicates that a security is under review with the opinion withdrawn. The current investment opinion key is contained at the end of the report. Chart is current as of October 31, 2008 or such later date as

indicated.

Investment Rating Distribution: Steel Group (as of 01 Oct 2008)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 37 71.15% Buy 6 20.00%
Neutral 5 9.62% Neutral 0 0.00%
Sell 10 19.23% Sell 2 22.22%
Investment Rating Distribution: Global Group (as of 01 Oct 2008)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1647 45.31% Buy 429 28.83%
Neutral 858 23.60% Neutral 240 31.41%
Sell 1130 31.09% Sell 227 22.02%

* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months. For purposes of this distribution, a stock

rated Underperform is included as a Sell.
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FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of
a stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below).
There are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage
cluster; 2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks
are the least attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return
expectation for a stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be
referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price
appreciation (depreciation).

Investment rating Total return expectation (within 12-month period of date of initial rating)  Ratings dispersion guidelines for coverage cluster*
Buy > 10% < 70%
Neutral 2> 0% < 30%
Underperform N/A > 20%

* Ratings dispersions may vary from time to time where Merrill Lynch Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not
considered to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing
a common industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent Merrill Lynch Comment referencing the stock.

MLPF&S or one of its affiliates acts as a market maker for the securities recommended in the report: China Steel Corp.

In the US, retail sales and/or distribution of this report may be made only in states where these securities are exempt from registration or have been qualified for
sale: China Steel Corp.

The country in which this company is organized has certain laws or regulations that limit or restrict ownership of the company's shares by nationals of other
countries: China Steel Corp.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: China Steel Corp.

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Merrill
Lynch, including profits derived from investment banking revenues.
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Other Important Disclosures

UK readers: MLPF&S or an affiliate is a liquidity provider for the securities discussed in this report.

Information relating to Non-U.S. affiliates of Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S):

MLPF&S distributes research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch (France): Merrill Lynch Capital Markets
(France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd;
Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner & Smith Limited; Merrill Lynch (Australia): Merrill Lynch
Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd; Merrill
Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill Lynch
Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch); Merrill
Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited,
Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International Bank Ltd, Dubai Branch; MLPF&S (Ziirich rep.
office): MLPF&S Incorporated Ziirich representative office.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-U.S. affiliates. MLPF&S is the distributor of this research report in
the U.S. and accepts full responsibility for research reports of its non-U.S. affiliates distributed in the U.S. Any U.S. person receiving this research report and wishing
to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited, which is authorized and
regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd, a registered securities dealer
under the Securities and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC; is
issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed
investment adviser regulated by the Malaysian Securities Commission; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed
in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and
198602883D respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority
of Singapore. Merrill Lynch Equities (Australia) Limited, (ABN 65 006 276 795), AFS License 235132, provides this report in Australia. No approval is required for
publication or distribution of this report in Brazil.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.

Copyright, User Agreement and other general information related to this report:

Copyright 2008 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of Merrill Lynch clients and
may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Merrill Lynch. Merrill Lynch
research reports are distributed simultaneously to internal and client websites eligible to receive such research prior to any public dissemination by Merrill Lynch of
the research report or information or opinion contained therein. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including
any investment recommendations, estimates or price targets) prior to Merrill Lynch's public disclosure of such information. The information herein (other than
disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. Merrill Lynch makes no
representations or warranties whatsoever as to the data and information provided in any third party referenced website and shall have no liability or responsibility
arising out of or in connection with any such referenced website.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer,
to buy or sell any securities or other investment or any options, futures or derivatives related to such securities or investments. It is not intended to provide personal
investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person who may
receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or investment strategies
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Investors should note that income
from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors may
receive back less than originally invested. Past performance is not necessarily a guide to future performance. Any information relating to the tax status of financial
instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on
their particular circumstances from an independent tax professional.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this report. In addition,
investors in securities such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume currency risk.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

Merrill Lynch Research policies relating to conflicts of interest are described at http://iwww.ml.com/media/43347.pdf.

Fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current.

iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered
service marks of Merrill Lynch & Co., Inc.
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