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Mumbai site-visits: Expect sharp price correction Abhishek Kiran Gupta >> We visited key residential projects and met-up with developers and brokers in Mumbai. Key takeaways from our discussion:



Sales volume and launches wilt further „ Developers and brokers confirmed that residential sales continued to slow down in 4QCY11 despite the introduction of certain promotions and discount schemes. Sales volume in 4QCY11 was 15% lower than the quarterly average over the last three quarters. We primarily attribute this to lack of new launches due to approval log-jams, high prices and slow equity market adding to –ve outlook among buyers.



Ready and unsold inventory is available Contrary to common opinion, our site visits confirmed our belief that certain developers have ready unsold inventory other than un-built unsold inventory.



Sales in new launches in the year of launch falling fast
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Table 1: Sales in new launches in the year of launch falling fast No. of units Sold as of Sold as of Sold as of Year launched 4Q09 4Q10 4Q11 2009 2010 2011



12,664 22,669 11,946



45.00% NA NA



72.00% 24.00% NA



81.00% 35.00% 17.00%



Source: REIS Jones Lang LaSalle, BofA Merrill Lynch Global Research



Projects launched in the period 2006-08, sold >60% in the year of launch. The same fell to 45%, 24% and 17% in year 2009, 2010 and 2011 respectively.



Unauthorized redistribution of this report is prohibited. This report is intended for [email protected].



No major price correction as yet; due soon though Residential prices registered CAGR of 14.6% over last decade. Anecdotal data shows CAGR of 9-10% over the last 2-3 decades. This growth appears unsustainable & prices should undergo mean revision over next 1-2 years. Our site-visits verified availability of 5-8% discounts depending on the project. Developers have launched promotions such as absorption of pre-EMI interest, floor rise waivers etc. to attract customers. Significant discounts are also available to groups or those who make advance payments. We continue to believe developers will oblige with further discounts (15-25%) as volumes continue to dip in 1HCY12.



Chart 1: Mumbai average residential prices (Rs/sq ft) 15,000 CAGR grow th of 14.6%
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Commercial sector is better placed The commercial sector has held strong with leasing of ~8mn sq ft in CY11. Select locations like BKC & W.exp highway are witnessing client enquiries & continue to maintain low single digit vacancies. Brokers confirmed good leasing pipeline for next 6 months. We believe downside in commercial is well protected as oversupply continues to ease in CY12 with no new office project launched since 2009.



Source: REIS Jones Lang LaSalle, BofA Merrill Lynch Global Research



Buy Oberoi; Underperform HDIL Basis our conversation with key players in Mumbai, unlike consensus we see residential prices to fall by 15-25% over next 6 months in Mumbai. (U/p: HDIL). We believe Oberoi is better placed with stable annuity rental income, on-going execution and cash in hand (Buy: Oberoi)



c58da9b710df662c



>> Employed by a non-US affiliate of MLPF&S and is not registered/qualified as a research analyst under the FINRA rules. Refer to "Other Important Disclosures" for information on certain BofA Merrill Lynch entities that take responsibility for this report in particular jurisdictions. BofA Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. Refer to important disclosures on page 6 to 9. Analyst Certification on Page 4. Price Objective Basis/Risk on page 4. Link to Definitions on page 4. 11127313
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New FSI rules might save the day for Mumbai We foresee the new development control rules (DCR) to ease the log-jam in project approvals prevalent through larger part of year 2011. This will allow developers to launch new projects, which in our opinion is the only means to generate cash flows and improve their balance sheets. However, developers will have to cut prices if they plan to launch new projects (post approvals) as Mumbai already has large unsold inventory. Also the new FSI rules will increase the total developable area and shall improve efficiency of apartments (explained in detail below)



Mumbai city continues to disappoint on sales volumes Mumbai city sales have averaged about 2000 units per quarter since the last 16 quarters. Sales data in the last 4 quarters have been dragging the average downwards as evident in the chart below. 4QCY11 recorded sales of ~1400 units. Average sales volumes peaked at 2600 units per qtr in the period 2QCY09 – 3QCY10 when the market witnessed significant price correction and new launches. Chart 2: Mumbai City residential absorption rate falls below year 2009 lows 10,000
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Source: REIS Jones Lang LaSalle, BofA Merrill Lynch Global Research



Sales in new launches losing momentum Historical data shows sales are directly related to launches. A quarter with good launches typically saw good sales volumes attracting both inventor and end-user demand at launch. Projects launched in the period 2006-08, sold >60% in the same year of launch. The following table details the sale % achieved in the year of launch. Table 2: Sales in new launches in the year of launch falling fast Year No. of units launched Sold as of 4Q09 Sold as of 4Q10 2009 2010 2011



12,664 22,669 11,946



45.0% NA NA



72.0% 24.0% NA



Sold as of 4Q11 81.0% 35.0% 17.0%



Source: REIS Jones Lang LaSalle, BofA Merrill Lynch Global Research



# of qtrs to exhaust unsold inventory rises to 18 The unsold inventory (defined as launched but not necessarily built) represented in # of quarters has risen from 13 in 3QCY11 to 18 in 4QCY11. This means at current absorption rate, the current unsold inventory will require 18 quarters to exhaust assuming no new launches. This is extremely worrisome.
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Chart 3: Unsold inventory built-up worrisome
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Source: REIS Jones Lang LaSalle, BofA Merrill Lynch Global Research



Chart 4: Mumbai average residential prices (Rs/sq ft) 15,000 12,000



CAGR grow th of 14.6%



Price correction eminent, first signs already there Mumbai residential prices registered CAGR of 14.6% over the last 8 years. Anecdotal analysis shows CAGR growth of 9-10% over the last 2-3 decades. We believe the unprecedented growth in Mumbai prices is not sustainable and will undergo mean revision over the next 1-2 years.
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Source: REIS Jones Lang LaSalle, BofA Merrill Lynch Global Research



Our channel partners and site-visits verified availability of discounts up to 5-7% depending on the project. Developers have launched promotions such as absorption of pre-EMI interest till delivery, floor rise waivers, partly furnished apartments to attract customers. Significant discounts are only available to those who are ready to make advance payments. We continue to believe developers will oblige with further discounts (15-25%) as volumes continue to dip in 1HCY12.



The new development control regulations (DCR) explained: Recently, the Maharashtra Government announced new development rules aiming at enhancing transparency & creating a level-playing field for developers. In the past, Mumbai developers obtained project development approvals where “Free-of-FSI” areas formed a significant share of the total development area. “Free-of-FSI” areas are those that can be developed in addition to the permissible developable area. Areas such balconies, car decks, covered terraces, flower beds, niches etc. that used to be “Free-of-FSI” areas will now be considered part of FSI calculations and should attract a premium. The new FSI rules provide higher FSI of 35% (for residential) for a premium of 60% on the ready reckonor rate. Other common areas such as left wells, staircases, canopy, fire check floors, service ducts etc. shall not be considered part of FSI calculations (remain “Freeof-FSI”). The new FSI rules have increased the developable area by 35%. For example – If the permissible FSI on a land parcel was 1.33 earlier, it will now be 1.8. Similarly FSI for Mumbai suburbs capped at 2.0 will now translate to developable area using FSI of 2.0 X 1.35 = 2.7. This is good news for developers. Additionally since certain elements that were earlier exploited have not been included in the FSI calculations, we believe developers will be discouraged to offer them as part of their floor plans, eventually improving product efficiency.
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Price objective basis & risk Housing Development and Infrastructure (XGHSF, C-3-8, Rs73.70)) Our preferred valuation methodology is NAV, calculated by discounting the cash flow from each of the real estate projects.The price objective of Rs85 reflects a discount of 25% to our net NAV estimate of Rs113. We expect HDIL to trade at a discount of 25% due to high debt levels, low NAV visibility and high regulatory risks to its projects. Key assumptions underlying our NAV are WACC of 14.7%, capitalization rate of 11-12% and inflation of 5% from FY13 on both selling price and construction costs. On a P/E basis, at our PO of Rs85, the stock would trade at 6x FY12E earnings. Upside risks are lower than expected correction in prices and completion of FSI sale as guided. Downside risks are a cancellation of FSI sale and higher than expected correction in prices.



Oberoi Realty Ltd (XRXOF. C-1-7, Rs251.05) Our preferred valuation methodology is NAV, calculated by discounting the cash flows from each of the real estate project. Our price objective of Rs282 is therefore based on our NAV of Rs282. Key assumptions underlying our NAV are WACC of 14%, capitalization rate of 10-11% and inflation of 5% from FY13 on both selling price and construction costs. On a P/E basis, at our PO of Rs282, the stock would trade at 18x FY12E earnings. Downside risks are lower than expected volume and delay in revival of demand for commercial real estate.



Link to Definitions Financials Click here for definitions of commonly used terms.



Analyst Certification We, Abhishek Kiran Gupta and Gagan Agarwal, hereby certify that the views each of us has expressed in this research report accurately reflect each of our respective personal views about the subject securities and issuers. We also certify that no part of our respective compensation was, is, or will be, directly or indirectly, related to the specific recommendations or view expressed in this research report.



Special Disclosures In accordance with the SEBI (Foreign Institutional Investors) Regulations and with guidelines issued by the Securities and Exchange Board of India (SEBI), foreign investors (individuals as well as institutional) that wish to transact the common stock of Indian companies must have applied to, and have been approved by SEBI and the Reserve Bank of India (RBI). Each investor who transacts common stock of Indian companies will be required to certify approval as a foreign institutional investor or as a sub-account of a foreign institutional investor by SEBI and RBI. Certain other entities are also entitled to transact common stock of Indian companies under the Indian laws relating to investment by foreigners. BofA Merrill Lynch reserves the right to refuse copy of research on common stock of Indian companies to a person not resident in India. American Depositary Receipts (ADR) representing such common stock are not subject to these Indian law restrictions and may be transacted by investors in accordance with the applicable laws of the relevant jurisdiction. Global Depository Receipts (GDR) and the Global Depository Shares of Indian companies, Indian limited liability
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corporations, have not been registered under the U.S. Securities Act of 1933, as amended, and may only be transacted by persons in the United States who are Qualified Institutional Buyers (QIBs) within the meaning of Rule 144A under the Securities Act. Accordingly, no copy of any research report on Indian companies' GDRs will be made available to persons who are not QIBs. DSP Merrill Lynch Limited SEBI Regn no. : BSE - INB/INF 011348134 NSE – INB/INF 231348138 Address – Mafatlal Centre, 8th Floor, Nariman Point, Mumbai, India. 400021 Tel : +91 22 6632 8000 India - General Coverage Cluster Investment rating Company
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Important Disclosures XGHSF Price Chart 1-Jan:N Agarwal PO:Rs77 Rs600 7-Jan Agarwal Rs500 28-Jan:U PO:Rs72



24-Nov Sharma



11-Jun PO:Rs342



10-Dec:B PO:Rs415



8-Mar:N PO:Rs175



3-Aug Agarwal



14-Aug PO:Rs156 6-Oct:U PO:Rs85
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1-Jan-10
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XGHSF B : Buy, N : Neutral, U : Underperform, PO : Price objective, NA : No longer valid, NR: No Rating The Investment Opinion System is contained at the end of the report under the heading "Fundamental Equity Opinion Key". Dark grey shading indicates the security is restricted with the opinion suspended. Medium grey shading indicates the security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of [December 31, 2011] or such later date as indicated.



XRXOF Price Chart 8-Mar:B Agarwal PO:Rs290
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6-Oct Gupta PO:Rs282



Rs360 Rs320 Rs280 Rs240 Rs200 Rs160 Rs120 Rs80 Rs40 Rs0 1-Jan-09 XRXOF
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1-Jan-11 Restricted



Review



No Coverage



B : Buy, N : Neutral, U : Underperform, PO : Price objective, NA : No longer valid, NR: No Rating The Investment Opinion System is contained at the end of the report under the heading "Fundamental Equity Opinion Key". Dark grey shading indicates the security is restricted with the opinion suspended. Medium grey shading indicates the security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of [December 31, 2011] or such later date as indicated.



Investment Rating Distribution: Real Estate/Property Group (as of 01 Jan 2012) Coverage Universe Count Percent



Inv. Banking Relationships*



Buy Neutral Sell



Buy Neutral Sell



71 34 38



49.65% 23.78% 26.57%



Investment Rating Distribution: Global Group (as of 01 Jan 2012) Coverage Universe Count Percent



Inv. Banking Relationships*



Count



Percent



37 14 11



55.22% 41.18% 29.73%



Count



Percent



Buy 2029 52.00% Buy 1337 72.11% Neutral 1009 25.86% Neutral 657 71.34% Sell 864 22.14% Sell 487 60.20% * Companies in respect of which BofA Merrill Lynch or one of its affiliates 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 ≥ 0% ≤ 30% Underperform N/A ≥ 20% * Ratings dispersions may vary from time to time where BofA 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 BofA Merrill Lynch Comment referencing the stock. Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call 1-800-MERRILL to have them mailed. The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: HDIL. 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: HDIL, Oberoi Realty. MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company within the next three months: HDIL. 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: HDIL, Oberoi Realty. BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America Corporation, including profits derived from investment banking revenues.



Other Important Disclosures 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. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. "BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports: MLPF&S distributes, 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; MLI (UK): Merrill Lynch International; 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 (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, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated Zürich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Múltiplo S.A. This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is defined in the rules of the Financial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to limited regulation by the Financial Services Authority – details about the extent of its regulation by the Financial Services Authority are available from it on request; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is 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 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) and Bank of America Singapore Limited (Merchant Bank). 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 in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No approval is required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the DFSA conduct of business rules. Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.
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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 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. 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. BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to executing any short idea contained in this report. 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 BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 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. MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report. BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global 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 BofA 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. In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report. Copyright and General Information regarding Research Reports: Copyright 2012 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 BofA 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 BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA 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 BofA Merrill Lynch. Materials prepared by BofA Merrill Lynch Global 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 BofA Merrill Lynch, including investment banking personnel. BofA Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not disclose certain client relationships with, or compensation received from, such companies in research reports. 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. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings in which any BofA 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 BofA 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). BofA Merrill Lynch Global Research 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 BofA 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. BofA 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 BofA 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. BofA Merrill Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.
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Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA 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. Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision. In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. Neither BofA Merrill Lynch nor any officer or employee of BofA 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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