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Asia Derivatives Kickstart: Wol markets de-coupling: G3 vol near highs while Asia remains near lows 1

EVA Airways (2618.TW) Buy: 2H frequency expansion schedule on track; reiterate Conviction Buy
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Sam Gellman {Hong Kong): sam.gellmani@gs.com, +B52-2078-1631
Goldrman Sachs (Aszia) LL.C.
Jason Lul (Hong Kong): j[ason.uii@gs.com, +B52-287E-6613

Goldman Sacha (Asia) LLC.

Asla imiplied wol still near lows

Qur stralegisis expactation; of non-G3 markets outparforming has besn felt in the wol markets, where Asia
implied vol remains near its 1y botborn guartile, despile @3 egquity implied wol reluming 1o near 1y highs. LS-
lizted ETF irmplied wol an Asla underdiers has frended significanty higher as well, with FX1 and EWY' implied
wol near 1y avg.

This disconnecl creates opporiunities 1o use Asia equity opions o hedge further markel weakness, KOSP|
and MIFTY remain our fEvorite hadges.

Verous Implled vol paradigm shifts

(1) KOSP| 200 3-rmo Irmpdied vol fell 4 points this week to 20,9, & 20% discount to S&P 500 impied vol, near
the eharpast discount o S&F 500 Implied vol In ten years. KOSP| oplion volumes are near historcal highs
with almost fipke the wolumes of S&P 500,

(2] MECI Korea (EWY) Implied val 1= higher than KOSP| 200 and USDKRW implied wol combined, Implying
nearly perfect FXlequity corralation. This 1s & result of higher realized valstlity dul ng US-hour treding, but
presenis an opportunity to sell EWY options to fund KOSPI options.,

() MIFTY implied vol remains in s botom quartile for the year and iz at a dizcount 1o each of Mikkel 225,
SEP 500, and EurnShowesi.

(41WTIl &mo cil fulures are around U238 above cument spot levels. As such Mov-10 puls struck at 85% of
spol levels Indicatively cost around 4.0%, a 40% discount to HSCEl Mow-10 85% puts.

Hino Lam ({Hong Kong): hinoami@gs.com, +B52-287B-D526
Goldman Sacha (Asia) LL.C.

Tam Kim (Hong Kong): tom.kim@ge.corm, +852-207B-0B56
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Ricky Tsang (Hong Kong): ricky. 1=angi@gs.com, +E52-2087B-6631
Goldman Sacha (Asia) LLC.

Source of opportunity

According to China Times article on May 15, Tawan and Chinese government officials will Esgin further
negobialions on a potenlial iIncrease in crose-straits flight frequency expansions in the second half of May.
Acconrding to the Direcior of Chil Aeronaulics Administration of Talwan, conclusions may be reached by the
&nd of May. The main areas coverad in the negoliation would indude: (1) The exEct nurmber of additonal
croas-atraiis flights; (2) details on addiional destinations for cross-strails flights and; (3) the possibility of
direct fights between Songshan (Taipel)and Honggiao (Shanghail

Cata lyst

As mentioned In our previous reports, we believe croes-slraits frequency expansion hinges on poicy
decizians. lnour view, the upcoming negolistions afirm our view that flight frequency could b2 expanded to
300 per week In 2H10, up from 270 weekly fights curmenthy (Exhibit 2). We eslimale EVA'S EPS to improve
10% for every 50 addilional cross-stralls flighls increased in 2H10 (Exhibit 1). We reiterate our Buy (on
Conviclion List) mling on EVA as it i highly leveraged to cross-gtraits flight frequency increases.

Waluation

The stack i trading at attractve valuatons of 0.84X current EVIFY and 1.4X 2010E F/B, reprezenting a 24%
and 13% discount 1o industry sverage EVIFY and 2010E P/B, respectively. Our 12-m SOTP target price of
NTE24.00 (unchanged ) is based on & targel EVIFY mulliple of 1.08%, underpinned by an awerage 2010E-11E

Goldman Sadrs Gobal irrsesimeant Res=ach
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Mational Aluminium Company (NALU.BO): First take: 4QFY10 above estimates; margins expand on cost

control

MALU.BO, R=408.40
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ROF of 5.8% owver a WAZC of 8.5%.

Key rsks
Pricing unceriainty on announced recaplialization plans, Echnology imentory bulld-up and jet fusl price
uncertainty.
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News

MALCO reported 40FY2010 nel incorme of Ra3,915mn, up 271% yoy, +152% goq, 55% above G5 and
Reuters consens.e expectalions. For the quarter, revenue came in at 16.038mn. up 47 % yoy, +16% gog. Al
the oparating level, cost control surprised on the upside - NALCO reported 40 EE ITDA of Rs5,411 mn (+&3%
goqg), impdying a margin expansion of aboul 1200 bp 10 34% on a sequenilial basis, primarily driven by koower
matarial and fusl costs (-8% gog), coupled with higher realizations (LME prices up 8% gog).

F%10 net Income was Rel, 226mn, down 35% yoy, 10% above consensus expectaions. The 13% decling in
svarage realizalions was parislly offsel by record high aluminum rmetal production at 432k, up 10% yoy.
Margins declined o 222 from 35% In FY'08, on lowser average realizations and higher cosl coal imports,

Anaslysls

While NALCOD's 40FY10 results were above expectations, we believe that It would be dificult for the
company to sLetain such high marging going foreand, sgainst the backdrop of deteriorating aluminum
fundamentalz. Pullback in aluminum prices —LME prices are down 10% in May, coupled with periodic
disnplions of coal supply bo its captive power plant can polentally act as headwinds 10 NALCCY s opsraling
perfomance going forward.

We reiterate our Sell (Conviction List) on MALCO as MALCO's current valuation at 3.2X FY'11E P/B do nol
Juetify ite fundamentals (compared o sector svarage of 1.8X] — gven N limited volume growth, muted
alurninurm cutlook and frequent coal supply disruptions.

Implications

The beter-than-expectad results could pose upside sk o our eamings estimates. We put our estimates and
targel price under review, pending further detalls from management on the bettar-than-expacted cost control
and certain changes In the accounting policy.

Goldman Sadrs Gobal irrsesimeant Res=ach
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Alibaba.com (1688 HK): Toward a new normal: measured Gold Supplier net adds, more VAS 4
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Asia-Pacific Weekly Kickstart: A strong rebound in global markets; Asia gained 3% after four red weeks

James Mitchell, CF& (Mew York): jJames.mitchelli@gs.com, (212) 257-1849
Gaokdman Sachs & Co.

Kathy Chen (Hong Kong): kathy.chen@gs.com, +852-2878-1281
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What's changed

We adjust our estlimates o account for Allbaba.com's 102010 resulls, which were inline with our forecast on
revenue and 8% balow on operating prodit, though ahead of Eloomberg consensus estimates. Alibaba.com is
selting into & "'new nomal® on its China Gold Supplier business, with stable net cuslomer adds (we atiibute
10 deceleration mostly o normalized churn, rather than o seasonality) and slowly improving VAS (though
ARPU was still down 4% gogq and 28% yoy dua to mie-shift 1o the chaspear package).

Implications

(1) We reduce 202010 Gold Suppliar net adde from 8,100 10 7,100 given lower than expected 102010 net
sdds; managemeni guided for 5,000-8, 000 per quarer. Cormersely we increase YAS revenue becalse the
percenlage of Gold Suppliers buying VYAS has crept up abowe 209,

(2] China TrusiPass nel adds exceeded our foracast, presumably due o customers buying the high-price
Lirrited tier before 1 stopped becoming avallable at quarter-and.

(3] Managemenl increassd Ik operaling margin guidance for 2010 from “around 30%:° 0 °jLet over 30%°,
varsus iniially (late 2008) aiming for about 33%. We already modelad Just owver 20%, 20 no change b our
coste.

Met, we lesve our 2010EM1EM 2E non-GAAP EPS eslimales largely unchangsd at HK30.35 (down 1%
HKE0.46 (up 2%) HKED.53 (up 2%).

Valuatlon

Given greater darty on business frends and persistanty greater free cash than eamings genaration, we shifl
from P/E 1o an EMIFCF-based valuation. We apply a 255 multiple to 2010E FCF (1.5X premium o 17% frea
cash flow growth rate, similar o global Intemel peera) and add cash for a new 12-month Erget price of
HES14, up from HES11 previously.

Hey rsks

Risk= include the rate of neladds and WAS lake-up.

Timothy Moe, CFA (Hong Kong): timothy. mosi@gs.com, +B52-2878-1328

Golman Sacha (Asia) LLC.

Christopher Eoyang (Tokyo): christopher aoyangi@gs.com, +81(3)6437-0868

Goldman Sachs Japan Co., Lid.

Richard Tang (Hong Kong): richard tangi@gs.com, +852-2078-0722

Goldman Sacha (Asia) LLC.

Pravean B {Bangalors ) pravesn.bd@gs. com, (212) 934-8370

Gaoldrman Sacha India SPL

Ramasubramanian Dharmara] (Bangalore): ramasubamaniand@gs.com, (212) 924-2678
Gokrman Sachs India 3PL

Price performance

= A glrong rebound posl positive news In Greece, MXAP +3%,; Philippines, Indonesia (+5%) led, Thailand In
red after 3 weeks of oulperfomnance

= Cone disc and materals (+4%] outparformed

= Korea cons diBc rallisd 7% driven by sutos

= Mosl cormodities rallied; BDIY +58%, gold +3%

Flows, positloning and fsk appetite
= Foreign funds pulled US%3bn further out of As=la, mostin Korea (US51.60n)

Goldman Sadrs Gobal irrsesimeant Res=ach



Aslr-PacHic Moming Summary

Kay 17, 2010

Other Headlines

Portfolio Strategy

= Cash bumower increassd In Hong Kong, dropped i other regions
= Fulures lurniover rose acioas rmost axchanges, fell in Talwan
= Massive foreign fund outfliows drive sk appetite down further

Earnings and valuations

= MXAPJ P/E at 12,230 PIBE al 1.8X

= ALgtralia, India and Hong Kong saw eamings revisead down

= Tech eamings wers furher upgraded; defansive seclors were revised down

Rates and currency

= Aslan currencies appraciated significantly MYR +3%, PHP, IDR, KRW +2% vs. LSD

Upcoming evants

= US CPI (May 19 FOMC [ May 20) HK Unermployment (May 18), CPI {May 201 36 NODX (May 171 TW
export orders ( May 200

= Eamings: Rellance Infra, Reliance Power, Kookmin Bank (May 151, Bumi, Clipla, Hana Finl, L3 Elec, NTPC,
Samsung Elec (May 17), Unitech, Jaiprakash Associales (May 18), BoB, PNE, Lenowo | May 20), Sing Alr,
ITC (May 21)

Korea Weekly Kickstart: KOSPI +2.9% this week on a sustained strong retail inflow L

Goohoon Kwon, CFA (Seoul): goohoon kwoni@gs.com, +82(2)37EE-1775

Goldman Sachs (Asia) L.L.C., Seou Branch
Hyumnwoo Nam (Seoul); hyonwoo.nami@ge.com, +82(2)3788-1704

CGokdman Sachs (Asia) LLC., S3eod Branch

Market performance

KOS P +2.8% this week, +0.68% yid; KOSDALQ +5.1% this wesk, +2.2% yid

Medical & Pracision +13.7%., Transporl & Storage +10.6%, Paper & Wood +6.1% this weak

* Machinery -+.3%, Construction -0.1%, Iron & Matal -0.0% this weak

Valuatlon and eamings

- KOS Pl consensus “10E PE at 8.4X up from 9.0X last week, “11E PE at 8.7, "I0E PB at 1.3
KOS P1 consensus “10E EPS growlh al 54.7% (up from 51.3% a wesek ago), "1 E EP3 growth at §.1% (down
from &8.7% & week ago)

* Eamninga mormenturn (EM] for bath 2010 and 2011 weakenad

Fund floss, turnower and sentiment

‘ Foreigners Wedebn outllow; Instiutions Wa2oabn outflow; Individuals WA,04 7on inflow

* Foreign cutflow conbnued, albeil al a deceleraled pace

* Equity funda saw net inflows this week

FX, rates and commadities

- LISDERW 1,121, -2.1% this wesk

* Hiorea, 3-yr Treasury bond yield increased to 3.78%, from 3.60% a week a0

«BOIY continued to increase, +12.8% this wesk, +30 4% from a month ago

Hey events

: Departmeant and discouni store salas, May 17-18, 2010

China Weekly Kickstart: Your S-minute investment guide for Chinese equity markets: May 10 - 14 T

Kinger Lau, CFA (Hong Kong): knger lau@ge.com, +852-2078-1224
Gaoldrran Sacha (Asia) LLC.
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Basic Materials

Dongkuk Stesl Mill (001 230.KS): Above expectations, while sequential cutlook remains dim
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Performance summary and our latest views

Chiness equities saw & rebound this week with both H and A share markels gaining 2% and 1%,
respectivaly, mainty on the back of the European rescue packsgs and & lemporary revival of global risk
appetite (L15; +4%, EU: +7%, APJ: +3%). While we emisage that markels may remain challenging in the
near tarm ower policy iightening concemns, we think we are in 8 welladvanced stage In the tightening
process. Inour view, market will begin 1o lock through i in the next eeveral months, with & potential rate hike
somelime in 20 10 30 being a re-rating catalyst, most likely followed by a TP breaching the 2% mark. The
overall growth momentum kooks robust, valuations ook atiractive (forward PE at 15 13 month lows for A/ H
shares] and we think downside eamings risks are moderate st an aggregate markst level. We recommend
investors 1o focus on insurers, solid consumer brands, and upstream commodity names to position in a rising
rate environment.

Sector performance and allccation

ITand cyclicala ouperfommed while Healthcare underperformed inthe H share market. Our analysi has re-
aszarted her posilve stance on Mindray (MR, Buy, on CL) due to (1) strong export momentum, (2]
sustEinable domestic grawth, and (3) attractive valuations.

CQur analyst has iniiated coverage on the pesticide industry and expscts demand for pesticides to slay
robustin 2010-2011. Our 1op picks are Yangnong (B00486.35, Rmb 20,83, Buy) and Lier (00225832, Rmb
17.50, Buy] for their large production scale and defensive marging from a eclid dient basa.

Valuation
MXCH: 128X 10E P/E; 25.09% 10E EPS -;n:-'f.ﬂh CEI300: 15.8X 10E PIE; 32.4% 10E EPS gr-:-wlh.

Key events
HK: Unemploymeant (May 18), CPI (May 20); US: PPI (May 18), CPI (May 12); ELI: CPI (May18]).

Rajeey Das (Tokyo): rajeey.dasf@ga.com, +81(316437-0035
Gaoldman Sacha Japan Co., Lid.

Rosa Kim (Seoul): rosa kimi@gs.com, +82(2)3788-1722
Goldman Sachs (Asia) L.L.C., Seou Branch

1010 eamings came In above expactatlions on FX

Dongkuk Steel reported 1010 eamings resulls in line at the OF level, while P was higher than Bloombeng
consensus estimate. Primary drivers al the non-opsraling samings side came from lower forex kbsses and
equity method loeses compared o a year earlier. Al the operating kevel, manins were nearly halved gog on
higher raw rmaterial costs yid, despits valurme improvernents. During 1010, the company partly passed
throisgh i= raw matenal coets through ASP hikes on long products (rebars, sectiona), but plate margng

- detericrated on later price hikes In April.

We are stlll cautlous on the plates outlook In the longer term

We mainiain our Sell rating on Dongkuk Seel and our 12-rmonth P/B-based targel price of W22,600. We
maintain a caulious stance on plates, a significant part of the company's operations, based an 1) plata
capacity additions by all three major steel makers in Korea in 201 0E, 2) cuetomer demand oullook remains
wieak, consequenty leading to 3) lower pricing and margins. Aleo we have s2=n the limiations in companies’
ability o pass through coet burdens for the plate products. Flate exporls are already near break-even levels
due 1o the narmowed gap babaeen ASP and slab prices. Motably, plate exporis hawve surged already in 1010,
& trend 1hat we believe would deleriorate the profitakility levelz in the longer run. Key risks 1o our vew are FX
fluctuations and lower scrap prices.
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101 Corporation (I0IB.KL):

ID1B.EL, RM5.38
Market cap LIEE10,665 mn
Tearged prioe Rk B0
Fisoal yh= Jun 2010E 2011E
Hetinc. {RM) 2024 mn 2,318nmn
EFS [RK) 0.31 025
EFS growth 4.3% 14.5%
FIE rix 1505
Diwiclerd wiekd 2em 13%
Insesiment Lisis
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Consumer Cyclicals

Below expectations: weak FFB production, high CPO costs; cut TP 9

PatAck Tiah, CFA (Singapore); patmck.bahi@gs.com, +65-6880-2468
Goldman Sachs (Singapore) Ple

Mikhill Bhandarl {Singapore); nikhilbhandani@gs.com, +65-68E8-2BE67
Golkdman Sachs (Singapora) Pla

What surprised us

101 Corp's MFY10 net profit was 75% of our full-year forecast, 63% of Bloombeng consensus. Afler adjusting
for unrealized forex gains, 86 core net profitof RMA.1 bn was 62% of our full-year forecast. While we expec
& etronger 46 on higher crude palm ol (CPO) prices and esasonally highar fresh fruil bunch (FFE)
production, we think that our forecasts may still not be achiewable. Plantalion eamings were wesaker than we
expactad, mainly due o lower-than-expected FFE production (down 7% yoy In 8M10) and higher CPO cost of
production. Mearwhile, property and manufacturing eamings were largely in line with our expectalions.

What to do with the stock

We expect a negative market reaction o this set of resulls. Post the resulls, we are reducing our FY2010E
core EPS by 8% to RMD.26 and fine-lune our 2011E-12E EPE, as we account for lower FFE production and
high CPO cosls. Howewer, on a reported EPS basis, this iIs more than offset by unrealized forex gain. We
aleo reduce our 12-month Cirector's Cut-based target price to RM4.60 (prior RM4.80). We mal main our
Meutral rating on the stock. Key risks: Stronger or lower-than-expected rise in CPO prices.

ASEAN: Gaming: GENS 1Q results offer an early read on Singapore’s gaming market 10

Davld Mg, CFA [(Singapore): davd k.ng@gs.com, +65-6880-2483

Gakdman Sachs (Singapora) Pl

Michelle Lee (Singapore): michelle.wl.les{@gs.com, +E65-6E89-2462

Goldman Sachs (Singapore) Ple

GEMS results suggest 5%2.4-2.5bn Inltlal gaming market slze

As the first ever casino o operate In Singapore, Genting Singapore (GENS) 1QFY 2010 results provides an
early indication of the potantal for the Singapore gaming markel, Although GENE did nol provide full details
aof ie casino operaions (e tabledslot wins).

Howewvar, using mansgeament's broad guidance, estimating 90-95% of Resorls World Sentosa (RWS)
revenues are from casino, and annualizing its first 46 days of casino opem@tions (o end-March), we estimals
Singapore has an Inital gaming market size of 352 .4-2.5bn. This comparae with Macau at 3521 bn last year.
Interaslingly, SEMWS said half s 10 casino revenuss was mass markel, imphing 3%3.2-3.5mn dally rmass
markst gaming revenues — ol far from our estimate of 353, 6mn for RWS (see ‘Marina Bay Sands
compeltion risk; reiterate Conviction Sall', March 24). While il could be argued that it is stll early deye — with
the RMW'S casino still ramping up, Marna Bay Sands only recently opened, and junket operators still baing
licensed — It is not certain the Singapore gaming market can reach US%53bn (5%34.2 bn), as we curmenty
expact We estimate it would need to expand 69-T8% to reach our forecast

High margins mit gate downside sk, but competitlon could bite

Cfsetting op-ine risk, however, is GENS' ralatively healthy marngins in 1QFY 20110, Adding back 3§70 mnin
pre-oparaling expenzes, we eslimate RWS had an E BITDA margin In excess of S0%, above our forecast.
Though thia partly reflects RWE' monopoly poaiion (thia has since ended with Marina Bay Sands opaning) —
wihere for example with VIP rebates can be kept low — we believe margins may have besn boosted by a
larger proportion of the more lucrative slot revenuas (SEMS 3aid i1 13 not far off Las VYegas Sands’ recent
mention of LSE400-000 slot win'unitday). While we think sorme of these better manging will hold, some will
narmow in 1he cormpstiton with Marina Bay Sands. GENS has sald marging will come down when it starls
affering higher rebates in i= junket YIP business.

Cony Sell on Genting Singapaore, still earnings downslde risk

We ratain our Comiction Sall on GEMS, with a8 12-month MAY-based tanget price of 350,78, as we e slong

eaminge downside risk on competition frorm Marina Bay Sands. Upside risk: betler Sngepors/U K casino
parformance.
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Parkson Retall Group (3368.HK): In line with expectation in 10 operations; momentum to accelerate 11

3363 HEK, HES11.42

Kimrket cap USE4, 119 mn
Tergs price HHE1560
Fisns| yhe Dec 2010E 2011E

Hetinc.{HES] 1,324 mn 1,751 mn

EFS [HEE) DAT e
EFS growih IT3N 12.3%
F'E 24.2x 18.3%
Diwicerd viekd 1.9% 25%
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Joshua Lu (Hong Kong): joshua luf@gs.com, +B52-2078-1024
Goldrman Sachs (Azia) L.L.C.

Flona Lau (Hong Kong): ficna.lau@gs.com, +852-2878-1230
Goldrman Sachs (Azia) LL.C.

What surprised us

Park=on reporied 1010 net iIncome of RmbETomn, up 4.4% yoy, largely in ling with our eslimates. Excluding
& one-off Rmb40rmn share oplion expense, eamings ware up 20%. Groas sales was slighily weaker than
expacted, up 11.7% woy, driven by 10.8% comps, elightly below our forecast of 12%. Mo new stores were
opened durng the perod. However, concessionaire margin recovered, growing 0.7pp yoy to 18%, the first
yoy Increase since 4008, The company s strong operating leverage in the quarter, with recurting operating
expanses up [uet 10.4% yvoy and recuming EBIT up 18.1%. Induding the share oplion expenses, opsraling
expanses and EBIT ware up 21% and 7 2% respectivaly.

What to do with the stock

Maintain Buy. W think Parkeon remaing well-positioned to exdract strong operating leversge this year and
improwve its retums. In eddition, we belisve the company can complets 2-2 managed store injections from the
parent company in 2H, further acoalerating the samings growth in the coming 12 months. We continue 10 ses
valuation atiractive at 12-m fwd PE of 22X, 12% prermium to sector va. higtorical prermium of c.25%. We
tweak our 2010EM1EM2E EPS by -4%-2%-3% factoring in the share option charge, and slighty lower salas
growth, Our new 12-month TP Is now HKE15.6 (frorm HKE15.8), =lill based on 25X “11E PE. Key risks: Delay
in new store openings, comps weaker-than-expaciad.

China: Retail: Key takeaways from China hi-end retail summit 12

Caroline LI, CFA (Beijing i cammlinelii@ghslon, +86(10)6627-3023
Beljing Gao Hua Sacurties Company Limited

Source Yuan | Bsijing): source yuani@ghsl.on, +86(106627-3327
Beljing Cao Hua Securties Cormpany Limited

MNews

We attended the China hi-end retail surmmit in Shanghai (May 13-14). Mearly 200 retall industry paricipants
allendad the event, including cver 20 preseniations and panel dizoussions by shopping mall operaiors,
repressniatives from indusiry associations, global brands and their Chinese distibuiors, and industry
consulEnis.

Analysls

We have tao key takesways from the summit;

1. T cily presence esEblishes the brands, but the real opporiunity lies In T23 cties: Panelisls agreaed that
having retall slores in Baijing/Zhanghal puls the brand on the map. This is imporiant as Chinese consumers
hawe limited knowledge in brands. But almost all companies present at the conference agresd that real
growth and profitability opporiunities are in T2/3 cities, as: 1) Good real estates are difficull 1o obtain in
Beljing/Shanghal, bul easier 1o acoess In T2 cties; 2] In Beljing’Shanghal, although sales per slore can be
20-30% higher than In T2 citles, beter sales are maore than offset by higher rental and staff cost. 3) Top 1
percenlile purchasing power is more relevant than average income in the China market, as high-end brands
targel only a emall percentags of the populaton.

2. Bhopping mall versue departmeni etores: Modam shopping mall is an attractive retall fomat as it provides
& one-stop experience often induding shopping, restauranis, spas, theatres, At the moment, depariment
store I3 the preferred anchor tenant at shopping malls, while general merchandisers and spedalty retEilers
are underdeveloped In China. Mall operators usually offer the lowest rent ko depariment slores Lo atirac
themn. Besldes, mall design and operation are often not optimal or even suitable for retailers, as they are run
by China proparty companiss with limited exparience in retailing.

Implications
We view the analysis of shopping mall ws. depl slores as a posilive read-across, which confirms our wWew that
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departrment slore 1= likely to remain the winning retail formsat in the nesd decade. (See aur report on April 30
2010, Batlle of retail formals: 2 decades of lessons from Japan and Korea).

Li Ning Company (2331.HK): 555 confirms average growth; valuation premium unsupported 13

Caroline LI, CFA (Beijing i camoline lii@ghslcn, +86(10)6627-3023
Beljing Cao Hua Securties Cormpany Limited

Source Yuan (Bsljing): source yuani@ghsl.cn, +86(106627-3327
Beljing Cao Hua Securities Cornpsany Limibed

MHews

Li Ming released recent 353 dala before markel open on Friday, May 14, 10 535 was up 5% yoy, and May
wieakend [ May 1 o May 2) 355 improved 1o 6.6%. During 1HOS, L Ming reported 0% yoy growth in 335, For
the full wear 2010, rmanagement kapt Hs 3535 1arget of 10% growlh (2009; -2.3%).

Analysls

Wie wiew LI Ming's 333 data as evidence the brand 1s performing in ling with the industry trend. 10 555 was
up 4% woy al Dongxang (3818.HK, Buy, on CL, May13: HKE4.84) and in the Belle (1880.HK, Buy, May 13;
HKE10.00) aportawear segment. While the China sports industry is gradially recovering from post-Olympic
slump, ¥ TD retail irends =2=m o sugges! the recovery pace = slower than expectad. An unusually cold
spring In East and Morth China partially contributed to the sluggish relall performance. But we think the
slowedown may be more structural in nature, as domestic brands are not greatly diferentiated in their product
affering, brand positoning, and marketing echnigues. Growth contributed by space expansion could continue
o drive wholesale revenus growlh, bul the growth rate Is unavoidably slowing down as the store base gets
largar. Other brands like Peak (1968 HEK, MC) reportad 15% retall 335 growth in 110, bul as this 12 baged
an redall performance of only 261 out of the more than 6,200 stare netwark, direct compansan rmay not be
meaningful.

Implications

While the full year 535 1arget looks stretched on ¥ TD trend, we do not expect earnings miss as LIMNing is
largely & wholesaler. The Jan-Sept 2010 order book 15 up aboul 16% yoy. LI Ning will hold &4Q10 sales fair
from thie weekend. We forecast FY10E LI Ming brand wholesale revenue growth of 18%, and see iitle
upside/downside around this. LI Ming has ind. avg. growlhireturn, but is trading at a 58% premium 1o
Dongxiang on 2010E PIE. We think the stock is fully walued and could be a relative underperformer. Kainlain
Sellrating, 12-m TP of HKE 25, basaed on 20w 10E PE. Key risks; Betber than expected profitability in non Li-
Ning brand bLainessa.
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Energy

Thai Qil (TOP.BK): Below expectations: Strong GRM, but weak petrochem, reduce TP

TOP BK, BWME.TH

Klaret cap LIEES 845 mni
Targel price Bi42 .00
Fians| yhe Dt 2010E 2011E
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Indiahulls Real Estate Limited (INRL.BO): Execution progress; maintain Buy

INEL.EQ, R=1G8.05

Market cap LIEEL 498 mn
Tearged prioe Rs214 00
Fisoal yhe Mer 2011E 201 2E
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Patrick Tiah, CFA [Singapore); patrick.bahi@gs.com, +65-6EE0-2468
Golkdman Sachs (Singapora) Pla

Mikhil Bhandarl {Singapore): nikhil bhandan{@gs. com, +65-68E08-2BE67
Gakdman Sachs (Singapora) Pl

What surprised us

1310 net profit of BE2 bn was 16% of our full-year forecast and 17% of BElbomberg consensus. Howewver, we
expect subsequent quarters to be stronger on higher volurmes and inveniory gaine. Eamings contribition from
TPX (Thal Paraxylens) was below expectations, driven by lower margins and lower sakes volumes [due bo
maintenance shut down in January ). Thai Oil's achieved maket GRM (gross refining margin i was ahesd of
aur expectations, caming in at U352 7hbl, but this was parthy offsat by lower refining throughput (down 8%
yoyl, &3ain due o mainienance shutdown. Meamshile, eamings contibutions from TLE (Thal Lube Base)
remained siable, in line with our expeciations.

What to do with the stock

We reduce our 2010E-12E EPS estimates by 5%-8% on the back of esults —we hawe cut our pelochem
eaminge, bul this Is partly offsst by =lighily sironger GRM assurmplions as we account for yid average CRM.
As aresult we cul our 5.8% 2010E EV/EBITDA 12-m targst price to B8 (prior BIS1). We maintain our Buy
rating Key risks: lower-lhan-expacted refining marging and lower-than-expactad invenloryg gains.
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Vishnu Gopal { Mumbal ); vishnu, gopali@gs.com, +91(22)6616-0046
Gokdman Sachs India 3PL
Aditya Soman (Mumbal): aditya. somani@gs.com, +81(2216616-0345

Goldman Sachs India SPL

What's changed

Indiabullz Real Estate's FY10 results provided an updale on progress with constructon aclivity. This was
encouraging in our view as i indicated that IEREL has about 8 mn =g fl under construction in ciies Induding
Ahrmedakbad, Chennal, Gurgaon, Hyderabad, Madural and Murnbal (Panvel ). It plans o complets a significant
proportion of these projects and recognize about Rs10.25 bn of rewenue In FY11.

Implications

We upgrade revenua/E PS forecasis for FY11 E-FY12E as we sxpect P&L revenue recognition based on
perceniage complelion o be fagter than what we had previously anticipatad. We raise EPS by 62% 10 Re6.21
(frarm Rs4.26) for FY11E and by 22% 10 Rs10.85 (frorm R=8.92) for FY1 ZE. Although we ralse EPS, or 12-
monih target price s unchanged at Re214 reflecling a kwer than expected FY10-end net cash position.
While visibility on |IBREL's @amings rmay nol b= as high as somea of i peers given the nascent stage of
projacis, we believe the market may get better evidence of mproving execution over the nexd 12 months,
which could help the stock re-rate. We maintain our Buy rating. Wae have updated our FY10 numbears for the
preliminary iInformation released by the company in s prass release. We also introduce FY1 3 estimates.

Valuatlon

Qur target price Is 521 al 4 30% discount o FY11E RMAY, which is at the desperend of the 10%-30%
discount range we use for our coverage. IBREL currenlly trades at close 1o a 45% discount bo FY11E RNAN.
Hey rsks

Downside risks o our view include limited eigns of improvement in the pace of residential sales and office
leasing, execution delays with real estate and power and low earmings Weibility, aside from policy ightening.
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State Bank of India (SBIL.BO): First Take: Provisions, Costs disappeoint; Remains Sell

38180, B2, 31515

Kanket cap LISE22 608 mni
Terge= price Fa1 840 00
Fisoal whe= Mar 2010E 2011E
Het ino.iRs] 101,224 mnd08,931 mni
EFS [Ra) 159 44 17315
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India: Healthcare: Pharmaceuticals: Rolling forward to FY2012-based valuations and target prices
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Tabassum Inamdar, CFA (Mumbal); tabassum.namdan@gs.com, +91(22)6616-2062
Goldrman Sachs India SPL

MNeha Agrawal (Mumbal); neha.agrawali@gs.com, +91(22)6616-2161

Goldrman Sachs India SPL

Shyam Srinlvasan (Mumbal]: shyarm.einivazani@gs.com, +91(22)6616-0346
Guaoldrman Sacha India SPL

Eslimaies Under Review

MNeaws
Stale Bank of India reported 40FY10 net profit of Rs18.7bn, down 22% yoy and 34% [ower than our estimale
and 28% below Bloombsng consensus,

Analysls

SEBl's Ml grew 29% yoy and was 3% ahead of our estimate al Rs67.2 bn. It appears that the cormpany might
hawve had some tax refund included in the 40 number leading to the difference. Mon-interest income was
dionar 4% yoy but 2% ahead of our estirmate at Re45 bn; we swait detsilz on fees and ather incarne.
Expenseas ware significantly higher with employes cost increasing 53% yoy and other cost 26% yoy
exceading our eslimales by 30% and 12% respaclively. This could possibly be explained by provisions for
wage hike, penaion and increase In number of employees. This along with the high provisions of Rs23.5 bn
(46% ahesad of our estimats) led 10 the lowser prodit numbser. Mol thal we awalt sddiional details on
provisions as to how much of this was on account for MPLs, iImestment depreciation.

CGross MPA's came in at Fa185.2bn up 4% gog and now stand at 2.1% of advances while Net MPA's came in
at R=a108.7bn down 4% gog likaly due o higher provisions 1aken during the guarter, at 1.7% of loans.

implications
Our eatimates and targel price are under review and we ahall revigil thern post the analysd meat oday.
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Bala|l ¥. Prasad (Mumbal): balajl.prasadi@gs.com, +91(22)6616-2178
Gaoldrman Sacha India SPL

Wikram Sahu (Singapore); Wikram.sahu@gs.com, +65-6888-2482

Goldman Sachs (Singapore) Ple

Rishl Jhunjhumsala (Mumbal): fshijhunjhursalai@gs.com, +91(22)6616-0038
Goldman Sachs India SPL

Rolling forward to FY 2012-based target prices

We roll forward our valuation framewark to our FY2012 forecasts. Hence, we revise our 12-month Director's
Cut-bazed Engel prices for ning stocks under our phammaceulical coverage by -2% o 23%. We apply the
Director's Cul frarmewark to value the slocks with & sector EVIGCI o CROCIAWACC muliple of 1.45% Plaass
rafer to the exhibil bslow for detalled Direcior's Cut methodology for each stock under our coversge.

Thera 1= no change 1o cur inwestment thesis or ralings for amy of the individual companias in our coverage
group. We believe that the healthcare sechor is on a fundamentally robust growlh irajeclony, driven by a
stable domestic Indian market and generic growlh opporunitiss in the US and olher emerging genserlc
marksts. We forecast revenue CAGR of 15.5% owver FY2010E-FY2012E and EPS CAGR of 15.8% (excluding
Ranbaxy).

Director's Cul valuation of our cowerage group implies 8 FY2012E PIE of 17X, which we balieve reflects the
fundamentally stable oullook.

Ky risks for our sector iIncludes: (1) Currency valatility and significant appreciation inUS0; (2) regqulatony
owverhang including potential aclions by FOA; (3) any adwerse changes in the NPPA policy affectling drug
pricee in the domestic market.
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Industrials

Aszia Pacific: Conglomerates: Conglo Catch-up: Your 2-min guide to estimates, valuations, events 18

Simon Cheung, CFA (Hong Kongl: simon.cheungi@gs.com, +852-207B-6102
Goldman Sacha (Asia) LLC.

Davld Mg, CFA [Singapore): davd k.ng@gs.com, +65-6880-2483

Gakdman Sachs (Singapora) Pl

Ming Eng, CFA (Hong Kong): ming.engi@gs.com, +B52-2078-1206

Goldrman Sachs (Aszia) LL.C.

Michelle Lee (Singapore): michelle.wlles{@gs.com, +65-68E8-2462

Golkdman Sachs (Singapora) Pla

Stocks of the week: CITIC Pacific and China ports

CITIC Pacific (0267.HK, Buy): CITIC Paciic announced that it has agreed to pay an extra USEESS mn to
MCC Mining, s JV partner and contractor for the Sino Iron Ore project, raising the budgetad capex by 20%
o U5E4.9 bn. According o the company, the incraass is driven by higher construction and |lsbor costs,
comesponding 1o the fse In iron ore price since the original contract was signed In Aug-2007. One of the
recuming gueslions from investors is whether g Sino iron Ore project will sbll be profitable. Cur analyais
suggesie [ could still generate a 12% IRR (ve. 8% WACC), even if the long-temn iron are price irends down to
US%580/ton (from LSE180M0n now). Judging from s progress thus far, the managemeni b=lisves the mill ling
is on track to start production in Dec-2010.

After factoring In this higher capex and the Resource Super Prodit Tax the Australla govemment proposes 1o
lewy fram July 2012, we cut CITIC's 2010E NAN to HKE2S. 7 (from HKE2ZT. 7). 'With the stock now trading st
4% dizcount 1o our 200E MAY and 0.8X 2010E P/B (vs. historical sverages of 13% discounl and 1.2K) we
believe the recent comeclion is overdone. Rellarabe Buy with a 12-m TP of HKE22 4, bassd on CITIC's mid-
cycla MAY discount of 13%. Risk: Fallure 10 pass on costincrease o special steel customers.

China ports; The laest Spring Canton Fair, which concluded on May 5, reconded export orders of USE34 .3
bn. This represents a 12.6% increase over the Autumn Fair in 2008 and a8 31% yoy improvement. As the
Canton Fair iz one of the largest trede fairs In China and it lumover hag historically correlated well with
throughpul growth [R-Squarad = 0.9), we baliewe the solid expart arders would suppart further thraughput
growth in the folowing months. We retain our positive stance on the China ports sector and eslimalte
throisghpil will only need o rise by 8% from April ko Decambsr in onder to reach our projected 12% yoy
increase in 200E. In fact, COSCD and SIPG both regiatered strong improvement in Al throoghpd,
groowing 18% yoy and 21 % yoy, respecivaly.

Within cur port coverage, we prefer Hutchison (0013, HE, Buy) and CO3CO0 Pacific (1108, HK, Buy). ‘We
believe both stocks are attractively valued. Hutch 1s trading at 35% dscount o 2010E NaAW va. historical
avarage of 18%. COBCO0 = ieding a1 14X 2010E P/E, a 268% discount o China Merchants (vs. 10% awerage
discount historically). Key risks; Double dips of U S/Europsan economies.

Technology

Taiwan: Technology: Hardware: MB: Orders pushed back to June, but we see Aprl as the bottom 19

Henry King (Hong Kong)j: henry kingi@gs.com, +852-2078-0748
Goldman Sacha (Asia) LL.C.

Kewln Lu (Taipel): kevinlu@gs.com, +BE6(2)27 304167
Goldman Sachs (Asia) L.L.C., Taipel Branch

Lower 20 s hipment forecast to 6% gog on further order pushback

NE ODMs guided 20 maore consenatively toawaid a further miss in May aftar missing April guidance. Our
supply chain checks indicate some DEME pushed back orders from May o June (sfter already pushing them
back a month in April), with 20 forecasis unchanged. We see April as the boltom, but the May uptick is

muiad with further pushbacks. OEMs must rely on an uptick in June when China dermand starts warms up
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before summer. We node Acer was the first OEM 1o cut orders (since lake March) and it May orders show
higher growth than pesrs. Wewill rmanitor if athar OEMs would follow the same patlem. Mevertheless, wa
kwer our 20 forecast o 6% gog from 7.5% gog on increasing uncertainty.

1H'ZH 1= unlikely to return to 40060 split due to seasonallty change

Acer/Compal guided 2H =aleafshiprments o gros onby 10% hoh, on markat concemns on 2H seasonality.
Given low ZH visibllity, we believe OEMe and ODMs are likely 10 deliver conservative guidance, Besides, our
supply chain checks suggest Hon Hal has been taking market share in 2H; yat we hawe not fackored in Hon
Hal's shipment in our forecast model. Lastly, we think the increasing contribution from China will help emooth
seasonality.

Increasingly negatiss on MB ODMs from Hon Hal's ramp-up In NB

In our May 3 NE note we highlightad Hon Hal's impact on OO may pull into 4010 from 2011, Our lates
supply chain checks Indicate Hon Hal may further gain share in HP's mainetream M E, on top of its arigina
netbock and MB ordars — by our estimata raieing Hon Hal's share of HP's total shiprment in 2011 o 20%:.-
25%, from 10% In 2010, Also, afler successfully entering HP's NB supplier lisl, Hon Hal is argeting Dell
sggresaively as Hon Hal currently only supplies Dell's NE modelwith small volume. In our view, Hon Hal's
chance of winning Dell NE order has increased with e purchase of Dell's Poland plant last Oclober, as this
plant is configured to assemble parts for DTNE.

Buy on the dip as share prices have gradually factored In bad news

20 damand slowdown s In line with seasonality, but the weakening euro making the siuation more comples.

We mainiain our U shape view for Tamwan tech stocks this year and recommend investors buy stocks on any
market pullback. Our op plcks: Wistron on its ow ME exposure; Hon Hal on its market share gain.

Foxconn Int'l Holdings (2038.HK) Sell: Recovery or returning to loss? We think the latter; reiterate Sell 20

2038 HE, HEST .02
Market cap LISER, 374 mn
Targe price HES5.50

Fisms| yhe Do 201 0E 2011E

Het ino. fUES] 0.2 mn 2B2.7mn

EFS [UES) 0o 0.0
EPS growth GFF LY r.rs
FIE 0.5 22.5%
Diwiclerd wiekd -

Insesiment Lisis

AgiE Poacilic Bl List

Coversge vies Heutml

Robert Chen (Taipsl): mob.chen@ge.com, +886(2)2730-4196
Goldman Sachs (Asia) L.L.C., Taipel Branch

irls Wu (Taipel); irewu@gs.com, +BEE(2127 304166
Goldman Sachs (Asla) LL.C., Taipel Branch

Source of opportunity

Hon Hai, the parent cormpany and a 71% shareholder of Foxconn int'l (FIH), reported 1010 consclidatad
reults on May 13, ks minority interest, surprigingly, swung back o negative terrtory after a positive reault in
the pasl 2 quarters. This suggests thal FIH could post ksses In 1010, which could surprise the markat as
COnsensus expects 8 sharp #amings recovery In 2010E. We believe FIH's poiential poor profitability echoes

. our view thal the handset market recovery has limited poaitve iImpact on FIH, due o (1) customer weakness

an market share shift to ather JEMs; (2] severe pricing erosion; (3) 8 paradigm shift @ an in-sourcing modal
in the emariphons ara.

Cata lyst

We reiterate cur Sell raling, and bslisve FIH's conlinued samings missas amid serous structural challenges
(such as the in-sourcing trend j could exacerbate when smartphone penetration accelerales and consclidales;
(1) We believe FIH's continued weak customer revenue mormenlurm, in dienis such as Mokla, Motorola's
feature phone, Sony Ercsson, and Palm, will remain the fundamental hesdwind inthe coming guarars. (2]
We don't think FIH has strong potential to engage with Tier-1 smartphone clients (IPhoneliPad rev belongs 1o
Hon Hai, while RiM, HTC, and Motorolas are not facing near-term pressure 1o outsource smartphone deskgn
andior praduction). (3] 2 amariphone design wins from manginal customers (such as Acer, Dell, Garmin-
Asug, ermergng brands in emenging markeis) will offer limited revenue momentum, and add & substantal
R&D burden, bl withoutl a promising growth outlook in the kang tarm, inour v,

Valuatlon

We maintain our EP3 forecasts and 12-menth TP of HKES.9, based on 1.4X 2010E BVYPS and derved from
PE-ROE rmairlx, implying 22% NTM EPS.

Key rsks

Upeide risk: Sironger-than-expected hand=et demand.
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Telecom Services

Reliance Communications (RLCM.BO): Below expeactations on revenus/EBITDA but net profit beat 21

RLCHM.BO, Rs144 50
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Paras Mehta (Mumbal): paras.mehtai@gs.com, +91(22)6616-0048

Gokrman Sachs India 3PL

What surprised us

RCOM's 40F Y10 net revenues/EBITDA were 4%/6% below our estimates (and 12%/14% below Bloomberg
consensus estimates), mainly dus o weaker than expecied revenues and mamgins at GlobalBroadband
businesses. Melprofil however was B3% higher than our estimate and 77% higher than consensus, primarily
due 1o higher than expacied net inErest income of Rs8.1 bn (ve. our estimate of net expense of Rs555 mn).
Company declared a full-year dividend of Reb.g5/shr (higher than our estimate of Ra0. 8o'shr). Wirelesa
reveEnues were up 2% gog (ve. up 3% gog for Bharti and 4% for ldea) and were 3% abowe our estimate dus
o lower-than-expectad dedine in ARPU. RCOM's MOUWzub was down 4% gog (ve. up 5%/'2% for
Bharti/ldea). Revenues from Broadband segmeni declined 4% gog and missed our estimate by %, mainly
due 1o lower-than-sstimated subscriber net adds. Although revenues from Global business showsed slight
improvemeant (up 2% gog L, they missed our estimale by 3%. Overall EBITDA margin was lower at 31.5%
(down 268bp qoq and 72bp balow our estimatea) mainly due o higher licenss fees (up 7% gog and 10%
above our estimate), pariially offsst by a reduction In network operations cosls (down 8% qoq). Wireless
capsx in 40FY10 was down §2% gog at Ra2 bn (3QFY10: Re1 1 bn). We think this may b= due 1o recent
impact on equipment procurement from vendors.

What to do with the stock

We rmaintain our Netral rating and 12-m SOTP based target price of Re172. We see higher downeide risk 1o
RCOM consensus estimates due to 3G costs (such as higher D&4&, higher inlerest expanse and higher
specinum charges) related to ongoing 3G auctions. Betier than expectad recowery from price wars is upside
rigk. Higher than eslimated 23 capex is downside risk.
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Mahanagar Telephone Migam (MTNL.BO): Below expectations: One-offs add to mounting operational

losses
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Helen Zhu (Hong Kong): helen.zhu@ge.com, +852-2078-0048

Goldman Sacha (Asia) LL.C.
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Results highlights

MTHL reported 40QFY10 revenue of REE.S bn (-20% yoy; -6% gog) and was 5% lower than our eatimate dua
o weaker than expecied ARPUS [down 17% yoy). EBITDA lossinomalized net loss of Rs6.14 bn/Rs7.30 bn
wEre worse than our estimales of —-Rs765 mn-Rs1 .40 bn mainly due o increased staff costs (up 33% gog).
43FY10 results hed following one-offs: (1) Wage revision expenses for the period Jan-2007 to Mar-2008 of
Re4.84 bn (2] Relirement charges related o increase in actuarial valuations of Rs15.78 bn; (3) Interest
income on Ex refunds of R=7.2 b and income tax reversal of Rs4. 98 bn under section S01A.

What to do with the stock

We revise ocur FY11EFY12E revenue eslimates by 1% % 1o factor-in kower than estimated revenue, Our
EEITDA eslimales decrease by 4%/6% due o higher staff costa, Our FY11E/IFY12E/FY13E EPS changes
from -Rs3.83-R55 27/~ R53.58 o -Rs4. 07 -Rs13.27/-R511. 32 mainly due o EBITDA reduction and higher
D&A expenses. We model in 33 upfront fee assumption to R.555.7 bn as we factor in the 3G provisional bid
for Murmbai and Celhi circles st end of Day 28 (May 13, 20110). Consequently, we revise our 12-month DCF-
bassd targel price dowrward for the local sharelADR. bo ReSsU 232,38 from Ree4/LIEE2.62. We relterabe our
Sellrating. Kay risks include bettar than expacted broadband uptakes.
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Thal Airways (THALBK): Above expectations, but political unrest may snap recovery tremd 23
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Meptune Orient Lines (NEPS.51): In line with expectations: A year of bwo halves, profits to come 2H
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What surprised us

On May 13, Thal Alrways (THAI) reported 1010 preexceptional ne profit of Bi4.8 bn, ahead of our forecast
of BE2.5 bn. This excludes excepional gains of BtS.7 bn from foreign exchange translations, abows our
expactation of BI0.2 bn, AL the pre-excaptonal level, the surprise was main by attributable to stronger than
expactad passenger load factors of 81%, above our expactations of 74%.

What to do with the stock

While results were betler than expected, we expact poliical unrest 1 weigh on 20 results. In addition, the
volcanic eruption in Europe also caused THAI bo suspend flights to Europe for six days in April. According to
an official statement, THAI's load factore for the first four monthe fell to 78.4 %, which would imply lcad factors
of onby 70.5% In April, below historical aversge levels of 73.8% frorm 2001-2008. [nour view, limited waibiliby
on Thalland's poliical environmant remains an overhang for the stock and It is possibla that THAI may book
2010 lcesas, which may persist ino 3010 If the disruption of travel sendces continues.

Valuations

We mainiain our Netral rating and 12-m SOTP-based target price of BL26.50, basad on a Ergst EVIFY of
0.84% an an average 2Z010E-20°11E ROF of 8 2% owvar a WACT of 8.5%. The elock I3 frading at 0.84 ¥ curmant
EW/F\ and 0.8 2010E P/B, which appear appropriate against our forward return expaclatons. Upaide fak:
Stronger-ihan-expected keisure travel demand. Cownside risk: Pricing uncertainty on polential recapitalization
plans.
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Tam Kim (Hong Kong): tom. kimi@igs.com, +B52-20878-0856
Goldrman Sachs (Azia) L.L.C.

Ronald Leung {Hong Keong): ronald leungi@gs.com, +852-2078-1255
Goldman Sacha (Asia) LLC.

What surprised us

After marksl close on May 14, Neptune Orient Lines (NOL) reported a narmower pre-exceplional loss of
Uagesmn for 1CH0, as compared o -USE215mn al 4002, We were nol surprised by the inline pre-
excaptional losses, given that MOL's walurme mix 12 skewed by its o 32% exposura o Transpacific (TP) and
limited Asial'Eurcps contribution of 15%. We slill expect NOL 1o break even in 20 and post a sirong prodit
from 20 once the new TP rates have been Implemented

What to do with the stock

We reiterate cur Buy on lhe stock, as the markel slill appears o be expecting losses for 2010, given that
Eloormberg consenscs estimates still assumea a net loes of USE85mn. We expecl consensus upgrades bo
come 2H.

Veluations

The stock is trading at 1. 06X 2010E EVIFlest Valus (FV) and 1.3% 20110/E P/B, which looks atiractively
valued on mid-cycle return of 12.0% against mid-cycle multiple of 1,328, Our 12-month SOTP-based tanget
price of 352.80 |2 based on a arget EVIFY multiple of 1.31X, underpinned by a 2010E-11E average ROF of
12.0% against 8 WACC of 10.0%.

Rlsks

Capacity and pricing discipline are the key faks 10 oo view.
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Analyst Certification Disclaimer

Each equity and siraleqy research reporl excepied herein was cerified under Req &2 by the aralyst pimarly responsible for such report &s folows: |, Mame
of Anaysl, hereby cerify that all of ihe views expressed in this repot accumlely reflect my personal views about the subject company or companies and ils or

their securities. | also cedify that no part of my compersation was, is, or will be, direcily or indirecily, relaied io lbe specific recommendalions or views
expressed in this report
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Investment Profile

The Goldman Sachs Invesiment Prafile pravides invesimenl conlext for a security by comparing key atribules of thal securily o ils peer group and market
The four key atinbubes depicted are: growih, retums, multiple and volatlity. Growdh, returs and mutiple ae indesed based on composites of several
methedolegies o detemine the siocks percentile ranking ‘within the region's coverage universe.

The preciss calculbalion of each mednc may vary depending on the fiscal year, industry and region but ihe siandard approach is as follows:

Growth is a composile of nexl year's eslimale over current year's esiimale, e.g9. EPS, EBITD&, Revenue. Refurn is a year ane prospeclive aggregale of vanous
retum on capilal memsures, &.q. CROC), ROACE, and BOE. Multiple is a composile of one-year forward valuslion ralios, &g, PIE, dividend yield, EVIFCF,
EVIERITD, EVIDACF, Price/Bock. Volatility is measured as traiing twelve-month volaility adjiusted for disidends.

Quantum

Quanium is Goldman Sachs' proprelary database providing access o delaied financial skalement histories, forecasis and ralics. It can be used for inrdepth
mnaysis of a single company, or ba make compan=zors bebwesn companies in different seclors and markels .

Disclosures
Coverage groupls) of stocks by primary analyst(s)

Compendium reporl: pleass ses disclosures al hilp2fwwel gs.comiresearchihedge . himl. Disclosures applicable 1o ibe companies ircluded in this compendium
can be found in the lalest relevant published reseanch.

Cplion Specific Disclsures
Price target methodology: Pleass refer o the anayst's previously published reseanch for methodology and risks associaled with equily price Bangets.

Pricing Disclosure: Cplion prices and volalilty kvels in this node are indicative only, and are based on our esimales of recen mid-marked levels. All prices
and l=vels exchide Iramsaclion cosls unless olhersise siaied.

Buying Options - Imvesions who buy call [puth oplions risk loss of the enlire premium pad if the underking s=cirily finshes below (above] the inke price al
expiralion. Invesiors who buy call or pul spreads also sk a makimum koss of the premium paid. The madmuom gainon along cal or put spread is he
difference betwesn the sirike prices, les= the premium paid.

Selling Options - Imwesiors who sall calls on securities they do nok own risk unlimibed loes of the seaurity price less the strike price. Inveslors who sel covered
calls (sell cals whie owring the undertying securly] risk baving lo deliver the underying securily or pay the difference bebiveen the securlty price and the sirke
price, depending an whether the aption is ==liled by physical delivery or cash-setiled Invesions who ==l puls risk loss of the siike price less the premium
receied for seling the put. Imeesions who =21l pul or call spreads risk amakimum loss of the dference beteeen the stikes l=ss the premium received, whie
their maximum gain is the premium received.

For options settled by physical delivery, the above risks sssume the apliors buyer or seller, buys or sells the resulling securilies & the seillement price on
Exping.

Company-specific regulatory disclosures

Compendium repar: please ses dsclosures al bilpfwwe gs.comireseanchibedge. himl. Disclosures applicable o the companies included inthis compendium
can be found in the |alest relevant published research.

Distribution of ratings/investment banking relationships

Goldmean Sachs inwestment Research global coverage universe

Rating Distribution Investment Banking Relatlonshlps
Euy Hald Sell By Hald Sell
Global % | =% | 16% 48% | 46% | 38%

Az of April 1, 2010, Goldman Sachs Global Invesiment Research had invesiment ralings on 2,821 equity securties. Goldman Sachs assigrs siocks as Buys
and Sells on vanous regional Invesiment Lisls; siocks nol =0 assigred are deemed Meutral. Such sssignmenis equale 1o Buy, Hold and Sell for the puposes
of the above disclesure required by NASOMYSE rules. See Ralings, Coverage groups and views and rebied definilions’ below.

Price target and rating history chart(s)

Compendium repori: pleass ses dsclosures al hilp2fwwe gs. comiresearchihedge. himl. Disclosures applicable 1o ihe companies ircluded in this compendium
can be found in the [alest rslevant published reseanch.

Regulatory disclosures

Disclosures required by United States laws and regulations

S company-specilic rgubalony discksures above for any of the iollowing disclosurss required as 1o companies refemed bo in this report: mamageror co-
manager in a perding {rarsaction; 1% or olher caneship compersalion for cerain services; types of clent ellionships; managed'co-maraged public
offerings in prior pefiods; direcloships; for equity securilies, maket making and'or specidis) role. Goldman Sachs usually makes a market in fiked income
securilies of ssuems discussed in this report and usualy deals as a principal in these securilies.

The fallowing are addifioral equired disdosures : Ownership and maiedal conflicts of interest: Goldman Sachs policy prohibils ils amalysls, professionals
reporling o analysts and members of their boussbalds from owning securilies of any company in the analysi's area of coverage. Analyst
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director: Goldman Sachs policy prohibils ils analysts, pesons reporling o analysts or members of ther housebolds from serving as an officer, directaor,
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contraciua armngemenis, on a global bamis. Analysis based in Goldman Sachs offices amund the world producs equily reseanch on industries and
companies, and research on macroeconomics, curencies, commadlies and portfolo siralegy. This research & disseminaled in Ausiralia by Goldman Sachs
JEW ere Py Lid (ABR 21 006 TAT 857 ) on behall of Goldmman Sachs; in Canada by Goldman Sacks & Co regarding Caradian equilies and by Goldman Sachs
& Ca. (al alher research]; in Hong Kong by Goldman Sachs [Asia) LL.C; in India by Goldman Sachs (India) Securilies Privale Lid.; inJapan by Goldman
Sachs apan Co, Lid;; in the Republic of Korea by Goldman Sachs (Asia) LL.C., Seou Branch; in Mew Zesaland by Goldman Sachs JBWere (WZ) Limiled on
behalf of Goldman Sachs; in Russia by GO0 Goldman Sachs; in Singapore by Galdman Sachs (Singapore ) Ple. (Company Number: 198021 65W ) and inlhe
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United Siales of Amenca by Goldman Sachs & Co. Goldman S=chs Inlermational has approved this research in connection with its dsinbulion in the Uniled
Kingdam and European Union

Eurapean Union: Goldman Sachs Ink=malioral, authorized and regulabed by the Financial Serdces Aulbonty, bas approved this research in conneclion with ks
disirbulion inthe Eumpean Union and Uniled Kingdom; Geldman Sxchs & Co. oHG, regulaied by the Bundesarsial fir Firanzdiersikislungsaufsichl, may
aAsa distribule reseanch in Germang.

General disclosures

This res=arch is for our clients only. Ciher than disdosures refaling o Goldman Sachs, this research is based on cumrent public infomation thal we corsider
reliable, bt 'we do nol represent & & accuale or complele, and it should nod b= relied on & sich. We ses=k o updale our research &= appropriate, bul various
regulations may prevent us fom doing so. Ciher than cerdainindusiny reporis published on a perodic basis, the lange majority of reporls are publishbed al
imregular inlervak as appropriate in he analyst's judgmeni.

Goldman Sachs conducls a global ful-==rvice, inlegraled imvesiment banking, imeesiment management, and brokerage business. We have imeesiment banking
and other business relalionships wilh a substantial peroeniage of the companies covered by our Global Invesiment Reseanch Division. Goldman Sachs & Ca.,
the Uniled Siales broker dealer, is a member of SIPC [ hiipwees. sips.ong).

Cur salespeople, raders, and olher professionals may provide aral or wiitien market commentary or trading siralegies o our dienks and our proprelary irading
desks thal reflecd opinions that are contrany bo the opiniors scpressed in this reseanch. Our #sset management area, our propriedary rading desks and
irvesling businesze=s may make imvesiment decisions thal are incorsistent ‘with the recommerdations or visws expressed in this research

We and our afliales, officers, direclors, and employess, excluding equily and credit analysis, wil from lime to lime have long or shot positions in, acl ==
principal in, and buy or sell, the secunlies or derivalives, if any, rederred toin this esearch.

This res=arch is nol an offer o sellor the sobcilation of an offer ba buy any security in any juisdiclion where such an offer or salicitation would be illegal. Hdoes
rot coredilute a personal recommendalion or {ake into account the particular invesimen objeclives, fimancial siualions, or needs of indiidual dients. Clienis
should consider whelther any advice or recommendalion in this research is suilable for ther particular cicumstiances and, | approprale, seek professional
advice, including tax advice. The price ard value of imvesiments refered o in this research and the income from them may fiuciuale. Past performance is not a
uide o fulure performance, fudure relums are nod guaranies=d, and a loss of orgina capilal may ococur. Fluciuaions in eschange rales oould bave adserse
efiects on the value o price of, or income derised from, certain inrvesimenis.

Cerlan iransacfians, ncluding these imvolving fullires, options, and olher dedvalives, give rise fo substantial risk and are nol suilable for all investors. Invesiors
shauld review cumenl oplions disckesure documents which are avallable from Goldman Sachs sales representalives or al

hiip v iheoce comfplublicationsirisksiskchapi.jsp. Trarsaclions cosl may be significant in oplion siralegies calling for mulliple purchase and sales of
oplions sush &s spreads. Supporling documeniadion will be supplied Upon reguest.

All res=arch repons are disseminaled and available to al dients simullaneauwsly thriough elecironic publcation to ourinlermal clier] websites. Mol al research
conlent & edistribiied o cur dienls or available o third-party aggregators, nor 8 Goldman Sachs responsible for the redisiribifion of our rese=arch by third
parly aggregaiors. For all research available on a padicular siock, please conlac] your sales epresentalive or go o hbp 360 gs.com.

Disclosure infomafion is also avalble &l bilp fweewd gs.comdreseach/bedge.himl or from Ressarch Compliance, 200 West Sireed, Mew York, My 10262,
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