Taiwan Autos

Government’s new policy Is of
limited help, In our view

B still negative on Taiwan auto industry

We maintain our negative view on Taiwan’s auto industry and reiterate our
Underperform ratings on Hotai Motor and China Motor for two reasons: (1) the
government’s proposed policy to save the industry appears to be of limited help,
and (2) domestic vehicle demand remains fragile with no signs of recovery. We
lower our PO on Hotai Motor to NT$54.5, from NT$68, due to a 14% earnings cut
and reduced P/E multiple from 13x 2009E EPS to 12x 2009E EPS, which is the
historical trading average. We also cut our PO on China Motor to NT$11.3, from
NT$14, on 0.35x 2009E P/BV, due to a 5% earnings cut.

New policy looks like a bailout in disguise...

The government seems intent on saving major domestic automakers, such as
China Motor and Yulon Motor, which have suffered losses in the first nine months
of the year. Among other things, we believe the new policy will (1) offer a 5-10%
cost subsidy (via lower commaodity tax rate) for those wishing to buy a new car,
(2) help stimulate used-car exports, and (3) facilitate export of made-in-Taiwan
cars to China and/or other countries.

..but is of limited help, in our view

To our minds, lowering commodity tax will only help those who are already
planning and can afford to buy a car. We believe it is hardly a demand stimulant
since cars are luxury goods, not necessities. As for export of Taiwan-made cars,
this has seen slow progress because of the delay of approval by technology
partners, whose interests often conflict with those of their Taiwanese partners.

Lower ASP likely in 2009

While we maintain our demand forecast of 245,000 vehicle units (+9% YoY) for
2009, we are aware that lower disposal income, sluggish stock market and low
confidence in the new government’s execution may cause some consumers to
switch to smaller cars and basic versions from prior large cars and luxury
versions. If so, this would weaken auto players’ ASPs and profitability. Between
Hotai Motor and China Motor, the former should take a bigger hit because it has a
higher share in the mid- to high-end car market compared to the latter.

Earnings cut for both Hotai Motor and China Motor

We lower our 2008E/09E earnings for Hotai Motor by 6%/14% to NT$2.46bn
(-28% YoY)/NT$2.48bn (+1% YoY) in anticipation of lower ASP. We also cut our
2008E/09E earnings for China Motor by 8%/5% to NT$457mn loss (-124% YoY)
INT$271mn (+159% YoY) to reflect lower ASP.
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Table 1: Taiwan: Cars sold by the top six auto players in January-October 2008

Cars sold Market share YoY growth
Hotai Motor (Toyota) 68012 34.1% -21.1%
China Motor (Mitsubishi) 32592 16.3% -19.0%
Ford & Mazda 19462 9.8% -46.2%
Yulon Nissan (Nissan) 22290 11.2% -24.0%
Taiwan Honda (Honda) 17129 8.6% -28.1%
San Yang (Hyundai) 5552 2.8% -32.2%
Others 34303 17.2% -33.7%
Total 199340 100.0% -27.7%
Source: MOTC
Chart 1: Hotai continues to gain market share
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Table 2: Hotai Motor: Cut in earnings
Oold New % change
(NT$mn) 2008E 2009E 2010E 2008E 2009E 2010E 2008E 2009E 2010E
Sales 54401 62629 70257 51276 56991 63897  -6% -9% -9%
Gross profits 4127 4658 5117 3996 4436 4868 -3% -5% -5%
Operating profits 1872 2061 2204 2000 2218 2381 % 8% 8%
Pre-tax profits 3454 3611 3864 3237 3263 3651 6%  -10% @ -6%
Net Profits 2625 2889 3092 2460 2480 2775 6%  -14% -10%
EPS(NT$/share) 48 53 57 45 45 51 6%  -14%  -10%
Gross margin 76% 74% 73% 78% 78% 7.6%
Operating margin 34% 33% 31% 39% 39% 3%
Net margin 48% 46% 44% 48% 44% 43%

Source: Merrill Lynch estimates
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Table 3: Hotai Motor: Quarterly earnings forecasts

(NT$mn) 1Q08 2Q08 3Q08  4QO08E 2007 2008E 2009E
Sales 20,955.1 13,6359 86925  7,992.7 71,066 51,276 56,991
Gross profits 15275  1,070.3 8314 566.5 5,053 3,996 4,436
Operating profits 971.7 448.3 400.8 179.1 2,437 2,000 2,218
Pre-tax profits 1,350.6 916.7 633.4 336.7 4,301 3,237 3,263
Net Profits 1,050.4 681.4 4785 250.1 3,405 2,460 2,480
EPS(NT$/share) 1.92 1.25 0.88 0.46 6.44 6.23 450
Gross margin 7.3% 7.8% 9.6% 7.1% 7.1% 7.8% 7.8%
Operating margin 4.6% 3.3% 4.6% 2.2% 3.4% 3.9% 3.9%
Net margin 5.0% 5.0% 5.5% 3.1% 4.8% 4.8% 4.4%
Source: Merrill Lynch estimates, Company
Table 4: China Motor: Cut in earnings

old New % change
(NT$mn) 2008E 2009E 2010E 2008E 2009E 2010E 2008E 2009E 2010E
Sales 21952 24140 26820 22492 23294 25884 2% -4% -3%
Gross profits 1834 2162 2431 1887 2117 2377 3% -2% -2%
Operating profits (164) 74 158  (161) 78 156 2% 5% @ -1%
Pre-tax profits (451) 304 628 (486) 288 586 -8% -5% -1%
Net Profits (424) 286 590  (457) 271 551 -8% 5% -1%
EPS(NT$/share) 0.3) 0.2 0.4 0.3 0.2 04 -8% 5% 7%
Gross margin 84% 9.0% 91% 84% 91% 92%
Operating margin 07% 03% 06% -07% 03% 0.6%
Net margin 19%  12% 22%  -20%  12% @ 2.1%

Source: Merrill Lynch estimates

Table 5: China Motor: Quarterly earnings forecasts

(NT$mn)
Sales

Gross profits
Operating profits
Pre-tax profits
Net Profits
EPS(NT$/share)

Gross margin
Operating margin
Net margin

1Q08
6,487.3
566.4
69.0
457.5
336.5
0.24

8.7%
1.1%
5.2%

Source: Merrill Lynch estimates, Company

2Q08
7,083.6
6315
85.9
(353.5)
(242.5)
017

8.9%
1.2%
-3.4%

3Q08
5,237.7
4635
(22.0)
(370.3)
(325.3)
-0.23

8.8%
-0.4%
-6.2%

4Q08E 2007  2008E  2009E
3,683.3 29,493 22,492 23,294
225.6 3,195 1,887 2,117

(203.7) 838 (161) 78
(2195) 1,793 (486) 288
(2253) 1,867 (457) 271
-0.16 1.35 -0.33 0.19
6.1%  10.8% 8.4% 9.1%
-8.0% 28%  -0.7% 0.3%
-6.1% 6.3%  -2.0% 1.2%



&glﬂerrill Lynch
24 November 2008

Taiwan Autos

Table 6: Hotai Motor: Financial forecasts

NT$mn (year-end Dec) 2007 2008E
Income statement
Net sales 71066 51276
Sales growth 7.8% -27.8%
Gross profit 5053 3996
Gross margin 7.1% 7.8%
Operating income 2437 2000
Operating margin 3.4% 3.9%
Pre-tax income 4301 3237
Pre-tax margin 6.1% 6.3%
Income tax rate 20.8% 24.0%
Net income 3405 2460
EPS (NT$) 6.23 4.50
Earnings growth -3.2% -27.7%
Net margin 4.8% 4.8%
Fully diluted EPS (NT$) 6.08 4.25
EBIT 4,336 3,267
EBIT margin 6.1% 6.4%
EBITDA 4,459 3,418
EBITDA margin 6.3% 6.7%
Balance sheet
Cash & mkt. securities 5,439 3,862
Total current assets 8558 6142
Non-current assets 14912 15861
Total assets 23471 22003
Total current liab. 3,628 2,599
Non-current liab. 606 6
Total liabilities 4234 2605
Common stocks 5,462 5,462
Total Equity 19,237 19,398
IB debt 0 0
Net debt (5,439) (3.862)
Cash flow
Net income 3405 2460
Depreciation & amortization 123 151
Cash earnings 3528 2611
Change in working capital 515 171
Other op. CF changes -556 -1560
Operating cash flow 3487 1222
Net capital expenditures -180 -200
Change in LT investment -99 -300
Other inv. CF changes 883 0
Investing cash flow 603 -500
Free cash flow 4090 722
Dividend paid -2,294 -2,299
Equity financing 0 0
Debt financing 0 0
Other fin. CF changes -128 0
Financial cash flow -2422 -2299
Exchange influence 0 0
Change in cash flow 1669 -1577

Source: Merrill Lynch estimates, Company
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Table 7: China Motor: Financial forecasts

NT$mn (year-end Dec) 2007 2008E 2009E 2010E
Income statement
Net sales 29493 22492 23294 25884
Sales growth -18.2% -23.7% 3.6% 11.1%
Gross profit 3195 1887 2117 2377
Gross margin 10.8% 8.4% 9.1% 9.2%
Operating income 838 -161 78 156
Operating margin 2.8% -0.7% 0.3% 0.6%
Pre-tax income 1793 -486 288 586
Pre-tax margin 6.1% -2.2% 1.2% 2.3%
Income tax rate -4.1% 6.0% 6.0% 6.0%
Net income 1867 -457 271 551
EPS (NT$) 1.35 -0.33 0.19 0.40
Earnings growth -41.5% -124.3% -159.2% 103.7%
Net margin 6.3% -2.0% 1.2% 2.1%
Fully diluted EPS (NT$) 113 -0.33 0.19 0.40
EBIT 1,852 (421) 368 676
EBIT margin 6.3% -1.9% 1.6% 2.6%
EBITDA 2,646 494 1,391 1,797
EBIT margin 9.0% 2.2% 6.0% 6.9%
Balance sheet
Cash & mkt. securities 4,767 3,010 3,448 3,126
Total current assets 13335 9774 10452 10899
Non-current assets 43318 42868 42930 43194
Total assets 56653 52642 53382 54093
Total current liab. 5,562 4,494 4,601 5,039
Non-current liab. 5,439 3,515 4,016 4,017
Total liabilities 11001 8009 8617 9055
Common stocks 13,913 13,913 13,913 13,913
Total Equity 45,651 44,633 44,765 45,038
IB debt 3,539 4,139 4,639 4,639
Net debt (1,228) 1,128 1,191 1,513
Cash flow
Net income 1867 -457 271 551
Depreciation & amortization 794 915 1023 1121
Cash earnings 2661 458 1294 1672
Change in working capital 2036 1146 -127 -436
Other op. CF changes -5 -2399 -92 -282
Operating cash flow 4693 -795 1075 954
Net capital expenditures 2,197 -1,000 -1,000 -1,000
Change in LT investment -685 0 0 0
Other inv. CF changes -639 0 0 0
Investing cash flow -3521 -1000 -1000 -1000
Free cash flow 1172 -1795 75 -46
Dividend paid -1,298 -561 -139 -278
Equity financing 0 0 0 0
Debt financing -191 600 500 0
Other fin. CF changes -1,142 0 0 0
Financial cash flow -2632 39 361 -278
Exchange influence 0 0 1 2
Change in cash flow -1460 -1756 437 -322

Source: Merrill Lynch estimates, Company
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Price objective basis & risk

China Motor (CHUYF, NT$8.45, C-3-8)

We derive our fair value at NT$11.3/share, by using DCF, based on our
assumptions for WACC of 8pct, a long-term growth rate of 3pct and long-term
operating margin of 3pct. Our PO also implies 0.35x 2009E P/B. Risks to our
price objective: Better-than-expected auto demand in Taiwan leading to market
share gains. The share price could decline in excess of our PO if Taiwan auto
demand is worse than expected and/or its competitors aggressively cut prices to
gain market share.

Hotai Motor Co (HOTAF, NT$47.5, C-3-8)

We derive our fair value at NT$54.5/share, assuming WACC of 8.8pct, long-term
growth rate of 3pct and long-term operating margin of 2.8pct. Our PO also implies
on 12x 2009E EPS. This multiple is a modest discount to the group, owing to the
company's below-average growth rate. Risks to our price objective: Better-than-
expected auto demand in Taiwan leading to market share gains. Also, the share
price could decline in excess of our PO if Taiwan auto demand is worse than
expected and/or its competitors aggressively cut prices to gain market share.

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.
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Important Disclosures

CHUYF Price Chart
2Feb:B 3-Ma 28-Aug:S
PO!-II\fTu$44 PO:NT$37 PO:NA
NT$50 .
NT$40 ”an
NT$30 "v"f
NT$20
NT$10
NT3$0 1-Jan-06 1-Jan-07
CHUYF Review

B e G SRV

1-Jun:U
PO:NT$18

un
PO:NT$17

1-Jan-08
Restricted NG

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

1-0ct
PO:NT$14

indicated.
HOTAF Price Chart
1-Nov:B 23Feb:N 8-Aug:S 25-Jan 1-Jun:U 1-Oct
Cha@q_ PO:NA Hsu PO:NT$80 PO:NT$68
PO:NT$108
24Nov 49un
NT$1P0:NT$110 PONTS77
NT$100

NT$60
NT$40

NT$20

NT$0

1-Jan-06 1-Jan-07

HOTAF

NT$80- Mt MMWJVWN |
st e

1-Jan-08

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.

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

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 31 36.47% Buy 3 10.00%
Neutral 16 18.82% Neutral 9 69.23%
Sell 38 44.71% Sell 7 24.14%
Investment Rating Distribution: Distributors Group (as of 01 Oct 2008)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 6 54.55% Buy 0 0.00%
Neutral 1 9.09% Neutral 0 0.00%
Sell 4 36.36% Sell 0 0.00%
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.

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 Motor, Hotai Motor Co.

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 Motor, Hotai Motor Co.

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.



&glﬂerrill Lynch Taiwan Autos
24 November 2008

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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