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  Taishin    
  

Balance sheet concern 
removed 

   
 
 

 Raise PO but maintain Underperform 
We raise our PO to NT$8.5/shr by removing the discount we gave to Taishin’s fair 
value as our concerns on its stretched balance will lessen after Taishin sells its 
securities business for NT$29bn (announced 15 May). However, we maintain U/P
as we expect slow improvement in earnings. The stock is fully priced at 1x P/BV 
(on pro-forma basis) vs. LT RoE of ~6%. The 1x P/BV prices in the inclusion of 
the gain from this deal and also takes out the goodwill on the investment in CHB. 

Selling securities business to KGI for NT$29bn 
The transaction will strengthen Taishin’s capital position and increase its bank tier 
one ratio to >9% from 7% currently. Management indicated, with the proceeds, it 
will look for some M&A opportunities in and outside of Taiwan. We think it could 
also: 1) make debt repayments (NT$8bn due in 2010 & NT$14bn due in 2011) or 
2) buy more CHB shares (already holds ~22%), but this is politically sensitive.      

Needs to strengthen long-term competitiveness 
The sale of the securities business will take away 25-35% of Taishin group’s 
annual earnings. We expect Taishin’s ROE to improve slowly, similar to other 
smaller players, as they face more difficulties to become customers’ primary 
banks. It will go a long way to enhance its long-term competitiveness. 

 
 Estimates (Dec) 

 (NT$) 2006A 2007A 2008E 2009E 2010E 
 Net Income (Adjusted - mn) (16,280) 2,654 (1,239) 2,181 2,904 
 EPS (2.99) 0.465 (0.217) 0.382 0.509 
 EPS Change (YoY) -384.8% NM NM NM 33.2% 
 Dividend / Share 0 0 0.180 0 0.158 
 Pre-exceptional EPS (2.97) 0.716 (0.113) 0.633 0.771 
 Pre-exceptional EPS Change (YoY) 420.8% -124.1% -115.8% -661.2% 21.7% 
 Book Value / Share 11.28 11.19 10.63 11.22 11.57  

Valuation (Dec) 
  2006A 2007A 2008E 2009E 2010E 
 P/E NM 18.3x NM 22.3x 16.8x 
 Dividend Yield NA NA NA NA NA 
 Pre-exceptional PE NM 11.90x NM 13.46x 11.06x 
 Price / Book 0.793x 0.762x 0.802x 0.759x 0.736x 
 RoE / PB NA 5.56x NA 4.60x 6.06x 
 Price / Pre-Provision Profit 1.47x 1.78x 2.12x 1.83x 1.62x 
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Stock Data  
 Price NT$8.52 
 Price Objective NT$5.00 to NT$8.50 
 Date Established 18-May-2009 
 Investment Opinion C-3-8 to C-3-9 
 Volatility Risk HIGH 
 52-Week Range NT$3.64-NT$15.90 
 Mrkt Val / Shares Out (mn) US$1,477 / 5,710.3 
 Average Daily Volume 142,813,200 
 ML Symbol / Exchange TSHFF / TWO 
 Bloomberg / Reuters 2887 TT / 2887.TW 
 ROE (2008E) NA 
 Total Dbt to Cap (Dec-2008A) NA 
 Est. 5-Yr EPS / DPS Growth 5.0% / 5.0% 
 Free Float 50.0%  
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 iQprofile SM Taishin 
 Key Income Statement Data (Dec) 2006A 2007A 2008E 2009E 2010E 
 (NT$ Millions)       
 Net Interest Income 44,873 35,964 31,805 34,269 37,033 
 Net Fee Income 12,414 15,668 13,830 15,108 16,577 
 Securities Gains / (Losses) 1,465 2,533 1,122 2,357 2,794 
 Other Income 4,733 5,749 7,149 6,808 7,308 
 Total Non-Interest Income 18,611 23,950 22,101 24,273 26,679 
 Total Operating Income 63,484 59,914 53,906 58,542 63,712 
 Operating Expenses (31,879) (32,612) (30,943) (31,999) (33,592) 
 Pre-Provision Profit 31,605 27,302 22,962 26,544 30,120 
 Provisions Expense (42,439) (11,948) (16,932) (14,927) (14,563) 
 Operating Profit (10,834) 15,354 6,030 11,617 15,557 
 Non-Operating Income 742.71 0 0 0 0 
 Pre-Tax Income (10,091) 15,354 6,030 11,617 15,557 
 Net Income to Comm S/Hold. (16,280) 2,654 (1,239) 2,181 2,904 
 Adjusted Net Income (Operating) (16,280) 2,654 (1,239) 2,181 2,904 
        Key Balance Sheet Data      
 Total Assets 2,330,591 2,338,947 2,399,911 2,472,697 2,566,353 
 Average Interest Earning Assets 1,846,298 1,865,008 1,913,455 1,961,650 2,028,479 
 Weighted Risk Assets 1,331,069 1,430,367 1,455,764 1,505,770 1,562,762 
 Total Gross Customer Loans 1,406,553 1,485,974 1,531,154 1,581,314 1,632,902 
 Total Customer Deposits 1,628,076 1,669,016 1,722,772 1,804,586 1,890,258 
 Tier 1 Capital 122,351 132,756 146,585 153,023 159,490 
 Tangible Equity 39,844 43,860 41,679 46,060 48,060 
 Common Shareholders' Equity 61,388 63,877 60,679 64,060 66,060 
        Key Metrics      
 Net Interest Margin 2.43% 1.93% 1.66% 1.75% 1.83% 
 Tier 1 Ratio 9.2% 9.3% 10.1% 10.2% 10.2% 
 Effective Tax Rate 27.9% 32.3% 40.3% 27.5% 26.2% 
 Loan / Assets Ratio 59.2% 62.7% 63.0% 63.1% 62.7% 
 Loan / Deposit Ratio 84.8% 87.8% 87.7% 86.5% 85.1% 
 Oper Leverage (Inc Growth - Cost Growth) -20.1% -7.9% -4.9% 5.2% 3.9% 
 Gearing (Assets / Equity) 38.0x 36.6x 39.6x 38.6x 38.8x 
 Tangible Common Equity / Assets 1.7% 1.9% 1.7% 1.9% 1.9% 
 Tangible Common Equity / WRAs 3.0% 3.1% 2.9% 3.1% 3.1% 
 Revenue Growth 6.7% -5.6% -10.0% 8.6% 8.8% 
 Operating Expense Growth 26.8% 2.3% -5.1% 3.4% 5.0% 
 Provisions Expense Growth 15.1% -71.8% 41.7% -11.8% -2.4% 
 Operating Revenue / Average Assets 2.7% 2.6% 2.3% 2.4% 2.5% 
 Operating Expenses / Average Assets 1.4% 1.4% 1.3% 1.3% 1.3% 
 Pre-Provision ROA 1.4% 1.2% 1.0% 1.1% 1.2% 
 ROA NM 0.1% NM 0.1% 0.1% 
 Pre-Provision ROE 51.1% 43.6% 36.9% 42.6% 46.3% 
 ROE NM 4.2% NM 3.5% 4.5% 
 RoTE -40.9% 6.1% -3.0% 4.7% 6.0% 
 RoWRAs -1.2% 0.2% -0.1% 0.1% 0.2% 
 Dividend Payout Ratio NA 0% NA 0% 31.1% 
 Efficiency Ratio (Cost / Income Ratio) 51.4% 56.8% 58.6% 57.0% 55.1% 
 Total Non-Interest Inc / Operating Inc 29% 40% 41% 41% 42% 
 Market-Related Revenue / Total Revenues 4.3% 6.6% 4.5% 7.3% 7.9% 
 Provisioning Burden as % of PPP 134.3% 43.8% 73.7% 56.2% 48.4% 
 NPLs plus Foreclosed Real Estate / Loans 2.0% 1.8% 1.5% 1.5% 1.5% 
 Loan Loss Reserves / NPLs 94.7% 74.6% 85.0% 88.7% 100.6% 
 Loan Loss Reserves / Total Loans 1.9% 1.3% 1.3% 1.3% 1.5% 
 Provisions Expense / Average Loans 3.1% 0.8% 1.1% 1.0% 0.9% 
        Other Metrics      
 Income / Employee 3.90 3.70 3.32 3.60 3.89 
 (Operating Expenses) / Employee (1.96) (2.01) (1.90) (1.97) (2.05) 
 Pre-Provision Profit / Employee 1.94 1.69 1.41 1.63 1.84 
 Net Profit / Employee (0.999) 0.164 (0.076) 0.134 0.177 

    

  Company Description 
 Taishin Financial is a mid-sized FHCs consisting of 

Taishin Bank (a strong consumer franchise), 
Taiwan Securities (top-5 broker) and Taishin Bills 
Finance. In 2H05, Taishin acquired 22% of Chang 
Hwa Bank (2801 TT), which can boost its loan 
market share to 8% if a merger takes place. In May 
09, Taishin announced to sell Taiwan Securities to 
strengthen the group capital position  

 Investment Thesis 
 We have turned more cautious on the speed of 

Taishin FHC earnings recovery as slow fundamental 
recovery. Post the sale of its securities business, the 
stock is fully priced at 1x P/BV (on pro-forma basis) 
vs. LT RoE of 6%. The 1x P/BV prices in the 
inclusion of the gain from this deal and also takes 
out the goodwill on the investment in CHB  

Chart 1: Taishin P/B band 
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 Stock Data  
 Price to Book Value 0.8x    
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Strengthening capital position 
Taishin FHC on 15 May announced the sale of its securities business, i.e., 
Taiwan Securities to KGI Securities (6008 TT) for NT$29bn (implying KGI is 
paying 1.5x P/BV for Taiwan Securities). The transaction will be mainly in cash 
(NT$28bn), and the remainder will be in KGI’s shares (NT$1bn). The transaction 
is expected to complete in 3Q-4Q. 

We consider the disposal of its securities entity as positive for Taishin as it 
removes investors’ concerns about Taishin’s relatively stretched balance sheet, 
and also offers funding for future expansion or debt repayments.    

Lowers leverage 
After the disposal, Taishin will have NT$44bn cash on hand (NT$28bn from KGI 
and NT$16bn existing cash). It plans to inject cash into its bank subsidiary 
(~NT$12bn) to boost its bank tier one ratio to >9% from 7% currently.  
 

Table 1: Balance sheet improvement post the sale of Taiwan Securities  
 Pre-sale Pro-forma post sale of Taiwan Securities   

   
no cash 

injection to bank 
NT$9bn 

inject to bank 
NT$12bn 

inject to bank Note 
FHC      
    FHC CAR 113% 150% 145% 142% Minimum  requirement 100% 
    Double leverage 127% 95% 105% 108% DLR =FHC parent's  LT equity investment / equity 
    D/E 48.8% 44.0% 44.0% 44.0%  
Bank Tier 1 7.1% 7.1% 8.7% 9.2%  
Source: Taishin FHC 

Pro-forma valuation  
We calculate the post-sale valuation for Taishin based on the following 
assumptions: 1) outstanding shares after recent capital reduction have decreased 
to 5.3mn shares; 2) equity book increase is from the NT$8.5bn disposal gain (the 
sale of Taiwan Securities) after preferred dividend payment of NT$1.4bn; 3) 
Taishin currently carries ~NT$20bn goodwill on its 22.5% holding in Chang Hwa 
Bank (CHB).  

On a pro-forma basis, Taishin is currently trading at 0.7x P/BV (post the sale), but 
if we also deduct CHB’s N$20bn goodwill from Taishin’s book (i.e., the potential 
loss Taishin could suffer if it disposes of CHB below cost), the stock is trading at 
1x P/BV. We consider the current valuation has fully priced in the company’s 
long-term achievable RoE of ~6% after the disposal of the securities business.  
 
Table 2: Taishin is fully priced at 1x P/B (pro-forma basis) 
   Pro-forma  post-sale 

 NT$bn Taishin FHC 
Taiwan 

Securities Post the sale 
If exclude CHB 

goodwill 
Total equity (1Q09) 85 20 92  
Common equity (1Q09) 56 20 63 43 
Net income (normalized level) 5.0 1.4 3.6  
RoE (normalized level) 9% 7% 6%  
Shares (after capital reduction recently) 5,323  5,323 5,323 
BVPS 10.58  11.90 8.15 
P/B  0.80  0.72 1.05 
Source: Banc of America Securities - Merrill Lynch estimates 
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PO adjusted to NT$8.5/shr 
We adjust our PO to NT$8.5/shr by removing the discount we applied to Taishin’s 
fair value before, as our BS concerns have lessened. The discount was to reflect: 
1) uncertainties from potential share dilution (rights issues) and earnings volatility; 
2) market concerns about liquidity issues facing Taishin Bank.  
 
Table 3: PO of NT$8.5/shr 
Subsidiaries Multiple Value % of Total Per Share 
Taishin Bank 0.9x P/B 42,616 86% 7.5 
Taishin Bills Finance 1x P/B 6,562 13% 1.1 
Chang Hwa Bank 1x P/B 19,428 39% 3.4 
Others & FHC Net detbs  (19,050) -38% (3.3) 
Total Value  49,556 100% 8.7 
Per Share Value  8.68   
Target Price  8.50   
Source: Banc of America Securities - Merrill Lynch estimates 

How will Taishin use the proceeds?  
Besides the NT$9-12bn cash injection to the bank subsidiary to boost its tier one 
capital, Taishin’s management indicated it will look for some M&A opportunities – 
to deepen its banking footprint in and outside of Taiwan or acquire asset 
management companies/small insurance companies to enhance product 
manufacturing capabilities. 

We think Taishin could also use the cash to repay its debts due in 2010 (NT$8bn) 
and 2011 (NT$14bn), as smaller players may struggle to raise funds in the equity 
market when major leading players all have fundraising plans in 2009-10.  

Taishin could also increase its holding in CHB, since it intends to deepen its 
banking footprint and already holds 22.5% of CHB. However, the Taishin-CHB 
deal has become politically sensitive.  

We think it is less likely Taishin will use the proceeds to call back preferred 
shares (NT$14bn) held by Newbridge and Nomura, as it would immediately ramp 
up its leverage ratio.   

Taishin could also consider opportunities to invest in China, but we believe it 
would struggle to compete with Chinatrust, Fubon and Mega, given its relatively 
small balance sheet and lagging regional platform development. Taishin may 
prefer to be a target for Chinese investment, but we consider its relatively 
complicated shareholding structure could discourage potential investors.   
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1Q09 analyst meeting highlights 
Taishin reported net profits of NT$870mn (before prefer dividend) for the first four 
months of 2009. The results achieved 24% of our 2009 forecast, slightly behind 
our numbers.  
 
Table 4: Taishin FHC 1Q09 operating performance vs. BAS-ML forecast 
  1Q08 1Q09 YoY% BAS-ML 2009E % 
Net interest income 8,410 5,771 -31% 34,269 17% 
Fee income 3,828 2,481 -35% 15,108 16% 
Trading & others 1,078 2,476 130% 9,165 27% 
Operating revenue 13,316 10,728 -19% 58,542 18% 
Operating expenses (7,862) (6,740) nm (31,999) 21% 
Pre-provision profits 5,454 3,988 -27% 26,544 15% 
NPL provisions (3,791) (2,021) nm (14,927) 14% 
Net profits before tax 1,663 1,967 18% 11,617 17% 
Net profits before minority interests 1,082 1,499 39% 8,422 18% 
Net income (before prefer dividend) (10) 777 nm 3,616 21% 
Source: Taishin FHC, Banc of America Securities - Merrill Lynch estimates 

Growth guidance 
Taishin is relatively conservative on loan growth and overall macro conditions into 
2H, likely partly because its relatively thin capital constrains business growth. 
After the capital enhancement, Taishin will start to re-grow.  

It is looking to focus more on overseas lending for corporate banking due to better 
margins. It will also marginally grow its unsecured personal loan portfolio. 
Management expects fee income to gradually recover with improving momentum 
for wealth management. 

Loan growth 
Taishin’s 1Q09 total loan portfolio declined -11% QoQ (-3% QoQ). Its loan-to-
deposit ratio declined to 75.1% in 1Q09 from 79.5% in 4Q08. Corporate loans 
contracted -16% YoY (-3% QoQ), while consumer loans also declined -7% YoY 
(-3% QoQ).  

NIM to pick up from May 
NIM contracted 40bp to 1.39% as of 1Q09 and another 7bp to 1.32% in April. 
Management expects NIM to bottom out in 2Q and gradually pick up from May. It 
guided 2009 average NIM at 1.5-1.6%.  

Fee income recovered from the 4Q bottom 
Taishin’s net fee income declined -35% YoY but improved 19% QoQ. Its wealth 
management fees increased 70% QoQ from the bottom in 4Q08 with strong 
Bancassurance growth (+196% QoQ) and recovering equity-related fund sales 
(+21% QoQ). Management is positive on fee income with improving momentum 
for wealth management and increasing Taiex turnover.  

Improving asset quality 
Overall asset quality remained stable in 1Q09 with its NPL ratio down to 1.22% 
from 1.38% in 4Q08, while its coverage ratio improved to 144% as of 1Q09. Its 
corporate loan NPL ratio was 1.17%, and its mortgage NPL ratio remained at 
0.49%. Management indicated that the inflow of unsecured NPLs has remained 
stable and returned to a normalized level.   

Chart 2: Taishin loan breakdown 
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TSC merges with KGI 
Taishin announced to sell its 100% stake in TSC to KGI for NT$29bn (including 
NT$28bn cash and NT$1bn KGI common stock. Taishin will reap disposal gains 
of NT$8.5bn and inject NT$9-12bn capital into its bank subsidiary. The deal is 
expected to close in 3Q/4Q 2009. After selling TSC, Taishin will acquire a smaller 
broker to continue serving its banking clients. 

Cooperation with Aegon  
Taishin didn’t rule out the possibility of continuing with the joint venture life 
insurance company with Aegon group but is still evaluating the appropriate timing 
to enter the life market. Management sees the formation of a joint venture with a 
lifer or asset management company to enhance its product underwriting capability 
as important for its wealth management growth.  

 

 

    
  

Chart 3: Taishin bank’s NPL ratio 
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 Chart 4: Taishin bank’s coverage ratio increased significantly 
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Price objective basis & risk 
Taishin (TSHFF) 
Our PO of NT$8.5/shr is based on sum of the parts (SOTP) valuation, in which 
we applied P/BV multiples to each subsidiary based on our view of 2008 to 2011 
industry positions. Our SOTP valuation includes: (1) 0.9x 2009E P/BV for Taishin 
Bank, given slow RoE that may not recover to 10pct by 2011, (2) 1x 2009E P/BV 
for Taishin Bills, given the low  interest rate environment favors bills finance 
business, (3) 1x 2009E P/BV for Chang Hwa Bank for ROE of 7 to 10pct during 
2008E to 2010E and (4) 1x 2008E P/BV for other subsidiaries and FHC net debts. 
Upside risks: faster ROE enhancement. Downside risks: Unexpected trading 
gains/losses and influx/recovery of NPLs. 
  
Analyst Certification 
I, Katherine Hu, hereby certify that the views expressed in this research report 
accurately reflect my personal views about the subject securities and issuers. 
I 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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Taiwan Coverage Cluster 
Investment rating Company ML ticker Bloomberg symbol Analyst 
BUY 
 China Life CHLJF 2823 TT Katherine Hu 
 Chinatrust CTFHF 2891 TT Katherine Hu 
 Fubon FHC FUISF 2881 TT Katherine Hu 
 SinoPac Financial Holdings SPACF 2890 TT Katherine Hu 
NEUTRAL 
 Cathay FHC CHYYF 2882 TT Katherine Hu 
 E.Sun FHC ESUFF 2884 TT Katherine Hu 
UNDERPERFORM 
 Shin Kong FHC SKFHF 2888 TT Katherine Hu 
 Taishin TSHFF 2887 TT Katherine Hu 
 

 
iQmethod SM Measures Definitions 
Business Performance Numerator Denominator 
Return On Capital Employed NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill 

Amortization 
Total Assets – Current Liabilities + ST Debt + Accumulated Goodwill 
Amortization 

Return On Equity Net Income Shareholders’ Equity 
Operating Margin Operating Profit Sales 
Earnings Growth Expected 5-Year CAGR From Latest Actual N/A 
Free Cash Flow Cash Flow From Operations – Total Capex N/A 
   Quality of Earnings   
Cash Realization Ratio Cash Flow From Operations Net Income 
Asset Replacement Ratio Capex Depreciation 
Tax Rate Tax Charge Pre-Tax Income 
Net Debt-To-Equity Ratio Net Debt = Total Debt, Less Cash & Equivalents Total Equity 
Interest Cover EBIT Interest Expense 
   Valuation Toolkit   
Price / Earnings Ratio Current Share Price Diluted Earnings Per Share (Basis As Specified) 
Price / Book Value Current Share Price Shareholders’ Equity / Current Basic Shares 
Dividend Yield Annualised Declared Cash Dividend Current Share Price 
Free Cash Flow Yield Cash Flow From Operations – Total Capex Market Cap. = Current Share Price * Current Basic Shares 
Enterprise Value / Sales EV = Current Share Price * Current Shares + Minority Equity + Net Debt + 

Other LT Liabilities 
Sales 

EV / EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization  
iQmethod SMis the set of Banc of America Securities-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 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 Banc of America Securities-Merrill Lynch. 
iQprofile SM, iQmethod SM are service marks of Merrill Lynch & Co., Inc.iQdatabase ®is a registered service mark of Merrill Lynch & Co., Inc.    
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Important Disclosures   
  
TSHFF Price Chart 
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"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 April 30, 2009 or such later date as indicated. 
BAS-ML price charts do not reflect analysts’ coverage of the stock at prior firms. Historical price charts relating to companies covered as of April 30, 2009 by former Banc of America Securities LLC (BAS) analysts are available to BAS clients on the 
BAS website." 
  
Investment Rating Distribution: Financial Services Group (as of 01 Apr 2009) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 126 45.49%  Buy 56 45.53% 
Neutral 78 28.16%  Neutral 31 43.06% 
Sell 73 26.35%  Sell 26 36.62%  
Investment Rating Distribution: Global Group (as of 01 Apr 2009) 
Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 1243 38.21%  Buy 520 46.39% 
Neutral 841 25.85%  Neutral 349 47.04% 
Sell 1169 35.94%  Sell 388 36.30% 
* 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. 
 

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 ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
* Ratings dispersions may vary from time to time where BAS-ML 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 BAS-ML Comment referencing the stock.  
 

MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Taishin. 
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Taishin. 
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: Taishin. 
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: Taishin. 
The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Taishin. 
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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.   
 
Other Important Disclosures 
 

Merrill Lynch Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 
"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates, including BofA (defined below). "BofA" 

refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL"), Banc of America Investment Services, Inc ("BAI") and 
their affiliates. Investors should contact their Merrill Lynch or BofA representative if they have questions concerning this report. 

Information relating to Non-US affiliates of Merrill Lynch and Distribution of Affiliate Research Reports: 
MLPF&S, BAS, BAI, and BASL distribute, or may in the future distribute, 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 (Zürich rep. office): MLPF&S Incorporated Zürich representative office. 

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized 
and regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America 
Securities - Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia 
Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; 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), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and 198602883D respectively) 
and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd and Bank of 
America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. No approval is required for publication or distribution of this 
report in Brazil. 
Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 may contribute to this report. Merrill Lynch Equities (Australia) Limited is not a 
bank which is authorized under the Banking Act 1959 of Australia. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin. 
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in 

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person (other than BAS, BAI and 
their respective clients) 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. 

BAS distributes this research report to its clients and to its affiliate BAI and accepts responsibility for the distribution of this report in the US to BAS clients, but 
not to the clients of BAI. BAI is a registered broker-dealer, member of FINRA and SIPC, and is a non-bank subsidiary of Bank of America, N.A. BAI accepts 
responsibility for the distribution of this report in the US to BAI clients. Transactions by US persons that are BAS or BAI clients in any security discussed herein must 
be carried out through BAS and BAI, respectively. 

General Investment Related Disclosures: 
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 financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report 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. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. 
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the 
prospectus or other offering document issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, 
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or 
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the 
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial 
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the 
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different 
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to 
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in 
such securities and instruments, including ADRs, effectively assume currency risk. 

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated 
by Merrill Lynch entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the 
handling of research conflicts, which is available upon request. 

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 is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any 
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
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Merrill Lynch, through business units other than BAS-ML Research, may have issued and may in the future issue trading ideas or recommendations that are 
inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames, 
assumptions, views and analytical methods of the persons who prepared them, and Merrill Lynch is under no obligation to ensure that such other trading ideas or 
recommendations are brought to the attention of any recipient of this report. 

Copyright and General Information regarding Research Reports: 
Copyright 2009 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. 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. 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 and other portals by Merrill Lynch and are not publicly-
available materials. 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) without first obtaining expressed permission from an authorized officer of Merrill Lynch. 

Materials prepared by Merrill Lynch research personnel are based on public information. Facts and views presented in this material have not been reviewed by, 
and may not reflect information known to, professionals in other business areas of Merrill Lynch, including investment banking personnel. To the extent this report 
discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult 
their own legal advisers as to issues of law relating to the subject matter of this report. Merrill Lynch research personnel's knowledge of legal proceedings in which 
any Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies 
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, 
discussed with, and may not reflect information known to, professionals in other business areas of Merrill Lynch in connection with the legal proceedings or matters 
relevant to such proceedings. 

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as 
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or 
warranty on behalf of the issuer(s). Merrill Lynch policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for 
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis. 

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. 

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. This report may contain links to third-party websites. Merrill Lynch is not responsible for the content of any third-party website or any linked content 
contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The 
inclusion of a link in this report does not imply any endorsement by or any affiliation with Merrill Lynch. Access to any third-party website is at your own risk, and you 
should always review the terms and privacy policies at third-party websites before submitting any personal information to them. Merrill Lynch is not responsible for 
such terms and privacy policies and expressly disclaims any liability for them. 

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment 
recommendation current. 

Neither Merrill Lynch nor any officer or employee of Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses 
arising from any use of this report or its contents.   
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