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 We forecast a strong 1H08 from HHLA and particularly from DP World (DPW) — 
despite stresses on the two largest trade lanes. We expect organic growth and 
margin progression to be in evidence in marked contrast to the rapid de-rating of 
both companies.  Relative to local markets, DPW shares are down 17% and HHLA 
down 12%. We expect 1H08 results to provide a solid base to at least meet 2008 
expectations even in the slower volume growth environment likely in 2H08. 

 We expect caution on 2H outlook — DPW needs 7% TEU growth to reach our FY08 
target and would be able to meet our FY08 expectations with lower profit growth in 
2H08 over 2H07. This looks unlikely with many emerging trade lanes still growing, 
favourable FX and first-time consolidation effects to supplement organic growth. 
HHLA has greater exposure to lower Asia-Europe trade, but decent volume growth 
due to its close proximity to Europe’s still growing emerging markets, unit revenue 
increases and productivity gains in 2H08 should keep HHLA on track. 

 Valuations already reflect economic downside — IPO valuations of c.20x forward 
EV/EBITDA for DPW and 12x for HHLA have fallen as short-term fears dominate 
long-term prospects. Prospects that we believe are superior to many other 
infrastructure segments by virtue of strength of likely long-term organic volume 
growth, benign regulation, high returns and a full pipeline of potential projects.  

 Long-term fundamentals remain strong; price targets aligned to market realities — We 
scale fundamental value of HHLA by 15% to reflect the correction in the MDAX and 
DPW by 12% to reflect the correction in the MSCI Arabian Index. We expect near-term 
risk-reward rather than long-term value to drive performance in the next year.   
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Context 

Interest in the global ports sector has followed an unbroken period of growth in 
global container trade at a 1980-2007 CAGR of 9.7% (compared to 2.5% for 
other dry sea freight) that drove high demand for more capacity at terminals 
and higher productivity. The market has little experience of what happens to 
volumes, profits and cash flow through a period of slower growth.  

Figure 1. Ports – Global Ocean  Trade  1980 – 2007  (Million Tonnes) 
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Source: Citi Investment Research and Clarkson 

 
HHLA shares have fallen 27% post IPO in line with the MDAX (down 26%), 
while D P World has fallen 41.5% post IPO compared to the MSCI Arabian 
Index down just 4.6% as illustrated below in Figure 2 and Figure 3.  HHLA 
benefited from an initial period of strong outperformance that has recently 
reversed as concerns over the economic health of Europe increased. We find 
the poor performance of DPW surprising given its relatively defensive business 
model and its emerging markets bias in particular to the Middle East.  

Uncharted territory for global ports 

Shares of HHLA have proved more 

resilient than DPW to date  
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Figure 2. Ports – DPW Post IPO Share Price Performance  Figure 3. Ports – HHLA Post IPO Share Price Performance 
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Sentiment towards many global port stocks deteriorated as growth turned 
negative on the Transpacific growth through 2H07 (volumes declined -6.4% in 
2H07). HHLA with no exposure was unaffected. DPW shares fell on perceived, 
rather than actual, exposure to US trade. HHLA shares remained resilient until 
it was apparent that sharply lower volume growth at key Chinese ports in 2Q08, 
as illustrated below in Figure 5, was due to slower growth between China and 
Europe. Year to end-June, growth at the major Chinese export ports was less 
than half the rate reported between 2004 and 2007, reflecting slowing Asia-
Europe trade on top of Transpacific weakness. 

Figure 4. Ports – Volume growth at Major Chinese Ports 2004 -2008 (%)  Figure 5. Ports – Volume growth at Major Chinese Ports Jan - Jun 08 (%) 
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The importance to terminals operators of the two largest trade lanes is probably 
considerably greater than 30% as an operator may handle a box several times 
(globally each TEU is lifted on average 3.6 times). Nonetheless, many minor 
trades to Middle East, Africa and India are still growing and a factor in DPW 
reporting 11% like for like TEU growth in 1H08.  

Nature of precise economic exposures of 

both DPW and HHLA are not clear. 

Perceptions have shaped recent share 

price performance 

Transpacific and Asia-Europe (both 

directions) account for c.30% of trade as 

measured by TEU. Many minor trades 

remain healthy   
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DPW has estimated its exposure to volumes between Asia and the US at a 
maximum of 1.5% of its consolidated TEU. No comparable analysis is available 
for North Europe, but given that DPW only classifies Southampton Container 
Terminal (SCT) and DPW Antwerp as significant subsidiaries (Germersheim in 
Germany is very small), we doubt the exposure would be significantly greater 
although potentially represents a double effect as each box fewer could result 
in the loss of two sets of handling and storage charges if DPW operated the 
origin and the destination terminal. SCT handled 1.9m TEU in 2007 and 
doubling the 1H07 reported DPW Antwerp volume of 0.35m TEU gives a 
theoretical maximum of 2.6m TEU or 11% of the 24.1m consolidated 
throughput. Of which only a portion comes from Asia. HHLA business depends 
on flows to and from Germany, Central/Eastern Europe, Russia and the Baltic 
Sea Region and as such risks are more concentrated.   

DPW reported consolidated TEU of 21% (Jebel Ali/Port Rashid +17% to 5.8m), 
or 11% excluding first-time contributions from Sokna, Jeddah and Dakar. By 
region, EMEA increased +26% to 8.8m TEU, Asia Pacific/Indian Subcontinent 
+15% to 3.0m TEU and Americas/Australia +12% to 1.9m TEU.  DPW 
indicated JVs/associates are ahead of expectations despite TEU growth of just 
3% at Chingdao; historically one of the key contributors to JV/associates.  
HHLA reported 1H08 TEU growth of 7.3%, below 1Q08 at 8.5% but ahead of 
the Port of Hamburg at +3.8% due to major IT issues at the Eurogate terminal. 
Given HHLA's constraints on berth space, vessels would have been displaced 
to other ports rather than to HHLA's terminals and flattering its TEU result. We 
expect this is a factor in Bremen/Bremerhaven reporting 15% growth in 1H08. 
Port of Hamburg data shows healthy growth to and from the top three markets: 
China (+4.8%), Singapore (+6.8%) and Russia (+8.2%). The key soft spot was the 
fourth-ranked partner, Finland (-13%), and also the other Scandinavian 
destinations, Sweden (-2.5%) and Denmark (-3.7%). We don't see structural issues 
as transshipment volume is cost driven and moves frequently between major ports.  

We do not believe fundamental valuation of either DPW or HHLA is materially 
reduced by a period of slower economic growth from assets and concessions 
with long-term earnings power. We expect the business models to be relatively 
resilient (as temporary labour costs can be quickly reduced in both instances if 
volumes drop sharply), both are well capitalised and long-term structural 
drivers such as outsourcing, privatisation, liberalisation or globalisation should 
continue to compliment trade growth. However, with equity markets 
increasingly focused on short-term risks and downside, we expect the market 
to ignore or heavily discount sources of long-term value. We attempt to reflect a 
market dimension to our fundamental valuations by scaling our existing 
fundamental valuations by broadly the fall in the DAX for HHLA and in the 
MSCI Arabian Index for DPW to provide a better approximation of the upside 
we see in the next 12-18 months.   

HHLA’s 9x adjusted EV/EBITDA for 2008E is now in line with global multiples 
for rail operators and for airports despite superior long-term organic growth 
potential, little or no economic regulation and materially higher ROCE. 

DPW benefits from a bias to many 

emerging market economies, while HHLA 

benefits from close proximity to Europe’s 

emerging markets  

Both ports reported solid underlying 

volume growth in 1H08. First-time 

consolidation accelerated volume growth 

reported by DPW 

Against this uncertain backdrop, we scale 

fundamental values to reflect current 

market focus on short-term visibility and 

economic downside risks 

HHLA now valued broadly in line with 

global rails and airports  
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Figure 6. Ports – Implied EV/EBITDA Multiples Oct 07 – Aug 08 (times) 

 Oct-07 IOC Dec-07 Current Delta IOC to Current
HHLA 12x 14x 9x -36%
Global Ports 23x 19x 16x -16%
Global Rail  8x 8x 8x 0%
Global Airports 11x 11x 9x -18%
Toll Roads 15x 15x 12x -20%

Source: Company Reports and CIR Estimates. Includes Minority Adjustment to EV 

 
HHLA’s EVEBITDA multiple expanded through Q407 as Asia-Europe TEU 
growth remained strong as global ports sector multiples contracted with falling 
US port volumes . HHLA has minimal exposure to US flows. Sharp contraction 
in HHLA multiples began as Chinese port volume growth slowed in 2Q 
culminating in the news that the Far Eastern Freight Conference members 
volume from Asia to North Europe had fallen 0.5% in June 2008.  
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DP World (DPW.DI) 
 Convergence Potential  
 
 Business and share price performance diverged in 1H08 — We expect strong 

1H results to provide comfort and new data points to help the market 
understand the exposures and moving pieces in a 45-terminal portfolio. 

 Weak share price belies strong 1H08 volumes — Consolidated TEU growth at 
21% (17% at Jebel Ali/Port Rashid) or 11% ex first-time contributions from 
Sokna, Jeddah and Dakar. We expect 1H08E consolidated revenues to be 
7pp ahead of TEU growth due to 3-5% favourable FX, price increases 
(notably at Jebel Ali) and other mix effects. DPW also said EBITDA margin 
would be ahead of FY07 of 40.3% and JVs/associates ahead of FY08 
expectations despite only 3% TEU growth at Chingdao due to pricing and 
ramped-up in operations at Pusan and at Antwerp Gateway. 

 We expect 1H08 EPS to grow 132% to $1.55 — DPW reports 1H results on 28 
August and we forecast 41% growth in EBITDA (including 66% growth in JVs and 
associates to $54m) to $642m with slower growth in depreciation, lower interest 
due to re-financing gains and an assumed 13.5% tax rate (compared to 17.3% in 
1H07) giving PAT +116% to $279m and net profit attributable to shareholders 
+132% to €258m, equivalent to EPS of $1.55. Our forecasts exclude any one-offs. 

 Strategic positives in addition to strong momentum — with a 20-year 
concession extension plus a 20-year option in Brisbane for an enlarged 
footprint, a JV agreement to double capacity to 1.5m by 2012 in Aden, 
Yemen and a new terminal acquired in the port of Tarragona. 

 Well positioned to meet or exceed 08 expectations — DPW has put 
consolidated TEU exposure to US at a maximum of 1.5% and we believe 
exposure to the Asia-North Europe trade is also fairly modest as only two 
locations are consolidated. We expect growth on minor trades and further 
consolidation benefits to continue in 2H08. Indeed consolidation effects, 
with Aden and Tarragona for the first time, should contribute the 0.9m/7% 
TEU volume to reach our FY08 forecast. We would expect DPW to be 
cautious on the outlook given the Asia-Europe softness in June reported by 
FEFC and the volume volatility typical of July and August. 

 Fundamental value unchanged but price target cut from $1.25 to $1.10 — 
We see no reason to cut our fundamental valuation but we cut our price 
target to reflect the market’s focus on the near-term outlook rather than 
long-term value based on the year-to-date performance of the Arabian index. 

 

 

 
 

   

Company Focus 

Buy/Medium Risk 1M
Price (07 Aug 08) US$0.83
Target price US$1.10

from US$1.25   
Expected share price return 32.5%
Expected dividend yield 0.7%
Expected total return 33.2%
Market Cap US$13,778M

 

Price Performance (RIC: DPW.DI, BB: DPW DU) 

 

 

DP World (USD)      
      

Year to 31 Dec 2006A 2007A 2008E 2009E 2010E

Sales ($M) na 2,732.4  3,099.8  3,543.1 4,089.4 

Net Income ($M) na 374.8  480.6  602.9 837.8 

Basic EPS (¢) na 2.3  2.9  3.6 5.0 

Basic EPS (Old) (¢) na 2.3  2.9 3.6 5.0 

PE (x) na 36.8  28.7 22.9 16.4 

EV/EBITDA (x) na na  15.4 12.9 10.7 

DPS (¢) na 1.3  0.6 0.7 1.0 

Net Div Yield (%) na 1.6  0.7 0.9 1.2 

Target price change  
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Hamburger Hafen und Logistik AG 

(HHFGn.DE) 
Resilience to be Tested in 2H  
 
 Long-term prospects more than balance short-term fears — We believe 

container port assets are excellent long-term investments, a view validated 
by the huge expansion plans of the global shipping lines and by the 
continued interest of trade and financial buyers of port assets. Most recently 
by the unsolicited and opportunistic approach to Asciano (AIO.AX; A$4.82; 
1H) at A$4.40 at an implied c. 11x 09E EV/EBITDA. Recent transaction 
multiples are c.19x EV/EBITDA, down on the c.24x seen in 2006 and 2007.  

 We forecast further progress in 1H08 — HHLA reports on 14 August and we 
see group EBIT growth of 16% to €180m (with the listed port and logistics 
sub-group at €174.5m) on revenues +16% to €652m and group net profit 
attributable to ordinary shareholders +34% to €83m (with port and logistics 
sub-group at €82m), equivalent to €1.15 EPS (with port and logistics sub-
group at €1.17). EPS outturn will be impacted by the level of minority 
interest that is largely driven by the net income generated by CTA.   

 We expect profits to be resilient to modestly reduced 2H TEU growth – 
arising from lower load factors rather than fewer ships. We expect unit 
revenue per TEU for FY08 to be ahead of 3-5% guidance (c.10% in 1Q08) 
and anticipate productivity gains if utilisation is <100%. To achieve targeted 
10% TEU growth implies +12.5% in 2H, which looks demanding (although 
we note 4Q07 growth was only c.3% and 2H08 will see the full benefit of a 
new Grand Alliance service launched in May). We estimate 08E EBITDA 
impact of +7.75% TEU (8% in 2H) would be neutral, ceteris paribus, at 
some 7% unit container revenue growth.  

 Even a silver lining to lower TEU growth — In the event of a sharper or more 
prolonged downturn, HHLA should be able to reduce temporary staff 
relatively quickly. HHLA capex peaks are in 2008 and 2009 when we would 
expect maximum disruption to operations and most risk of productively 
issues were utilisation to near 100%. Growth modestly below capacity could 
avoid productivity issues and make investments easier. 

 Fundamental value unchanged but price target cut from €65 to €55 — We 
see no reason to cut our fundamental valuation, but reduce our price target 
to reflect the market’s focus on near-term outlook rather than long-term 
upside in line with index performance. 

 
   

Company Focus 

Buy/Low Risk 1L
Price (08 Aug 08) €41.11
Target price €55.00

from €65.00   
Expected share price return 33.8%
Expected dividend yield 3.1%
Expected total return 36.9%
Market Cap €2,874M
  US$4,404M

 

Price Performance (RIC: HHFGn.DE, BB: HHFA 
GR) 

 

 

Hamburger Hafen und Logistik AG (EUR)     
      

Year to 31 Dec 2006A 2007A 2008E 2009E 2010E

Sales (€M) 1,017.4 1,152.4  1,309.9  1,466.2 1,652.4 

Net Income (€M) 97.1 112.5  150.2  167.0 196.3 

Basic EPS (€) 1.43 1.66  2.15 2.39 2.81 

Basic EPS (Old) (€) 1.43 1.66  2.15  2.39 2.81 

PE (x) 28.8 24.8  19.1 17.2 14.6 

EV/EBITDA (x) 17.0 13.3  11.3 10.4 9.2 

DPS (€) 0.22 0.85  1.29 1.43 1.68 

Net Div Yield (%) 0.5 2.1  3.1 3.5 4.1 

Target price change  
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Financial Models 
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DP World 
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Figure 7. DPW – Summary Income Statement 1H07 to 1H08E  (US$ in Millions) 

 1H07PF 1H08E Delta Comments 
Revenue 1,209 1,571 29.9% 21.4% consolidated TEU growth, 4% FX, 4% pricing 
Further Adjusted EBITDA 421 588 39.5%
Margin 34.8% 37.4%
JV & Associates  33 54 65.6% Improved performance from Pusan and Antwerp Gateway 
Adjusted EBITDA  454 642 41.4%
Margin 37.5% 40.8%
Depreciation & Amortisation -157 -187
EBIT 297 454 52.9%
Margin 24.6% 28.9%
Net Interest -141 -132 Reflect debt re-financing on 1 July 2007  
PBT 156 322 106.5%
Income Tax -27.0 -43.5 Effective rate of 13.5% (mid-point of 12-15% guidance) 
Effective Tax Rate 17.3% -13.5%
PAT 128.9 278.7 116.1%
Discontinued operations 0 0
Minority interests -18 -21 18.4%
% of PAT 13.8% 7.5%
Net  Income 111 258 131.7%
Number of Shares (m)  16,600 16,600
EPS ($) 0.67 1.55 131.7%

Source: Company Reports and CIR Estimates 
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Figure 8. DPW – Income Statement, 2007-2012E (US$ in millions) 

 2007 2008E 2009E 2010E 2011E 2012E
   
Middle East, Europe & Africa 1,473 1,739 2,052 2,421 2,857 3,281
Asia Pacific & Indian Subcontinent 461 483 556 639 735 823
Australia, New Zealand & Americas 798 878 936 1,029 1,132 1,189
Head Office/Other 0 0 0 0 0 0
Revenue 2,732 3,100 3,543 4,089 4,724 5,293
Growth 31.6% 13.4% 14.3% 15.4% 15.5% 12.0%
   
Middle East, Europe & Africa 655 801 963 1,155 1,382 1,603
Asia Pacific & Indian Subcontinent 220 233 274 320 374 423
Australia, New Zealand & Americas 167 195 213 242 274 292
Head Office/Other -47 -47 -47 -47 -47 -47
Further Adjusted EBITDA 995 1,182 1,403 1,671 1,983 2,271
Margin 36.4% 38.1% 39.6% 40.9% 42.0% 42.9%
   
Middle East, Europe & Africa 17 13 16 18 22 25
Asia Pacific & Indian Subcontinent 72 71 81 94 108 121
Australia, New Zealand & Americas 15 17 21 24 26 27
Head Office/Other 0 0 0 0 0 0
JV & Associates  105 101 119 136 155 173
% of Sales 3.8% 3.3% 3.3% 3.3% 3.3% 3.3%
   
Middle East, Europe & Africa 672 814 979 1,174 1,404 1,628
Asia Pacific & Indian Subcontinent 292 304 355 414 482 544
Australia, New Zealand & Americas 183 213 235 266 300 319
Head Office/Other -47 -47 -47 -47 -47 -47
Adjusted EBITDA  1,100 1,284 1,522 1,807 2,139 2,444
Margin 40.3% 41.4% 43.0% 44.2% 45.3% 46.2%
   
Depreciation & Amortisation -326 -382 -444 -469 -495 -519
EBIT 774 901 1,078 1,338 1,644 1,925
Margin 28.3% 29.1% 30.4% 32.7% 34.8% 36.4%
   
Net Interest -265 -315 -350 -340 -325 -302
PBT 509 586 728 998 1,319 1,623
   
Income Tax -89 -64 -80 -110 -145 -178
Effective Tax Rate 17.5% 11.0% 11.0% 11.0% 11.0% 11.0%
PAT 420 522 648 888 1174 1444
   
Discontinued operations 65 0 0 0 0 0
Minority interests -45 -41 -45 -50 -94 -116
% of PAT 10.7% 7.9% 6.9% 5.6% 8.0% 8.0%
Net  Income 440 481 603 838 1,080 1,329
   
Number of Shares (m)  16,600 16,600 16,600 16,600 16,600 16,600
EPS (cents) 2.65 2.90 3.63 5.05 6.51 8.00
Clean EPS (cents) 2.26 2.90 3.63 5.05 6.51 8.00
delta 51.4% 28.2% 25.5% 39.0% 28.9% 23.0%
DPS (cents) 1.33 0.58 0.73 1.01 1.30 1.60
Payout Ratio 58.9% 20.0% 20.0% 20.0% 20.0% 20.0%

Source: Company Reports and CIR Estimates 
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Figure 9. DPW - Balance Sheet, 2007-2012E (US$ in millions) 

 2007 2008E 2009E 2010E 2011E 2012E
   
Property, plant & equipment 3,915 5,324 5,749 6,050 6,525 6,768
Goodwill  2,510 2,510 2,510 2,510 2,510 2,510
Intangible assets 3,508 3,438 3,368 3,298 3,228 3,158
Investment in associates & JVs  3,322 3,278 3,234 3,190 3,146 3,102
Other 97 97 97 97 97 97
Non-current assets 13,353 14,648 14,959 15,146 15,507 15,635
   
Inventories 54 63 75 94 115 135
Accounts receivable & prepayments  704 820 981 1,218 1,496 1,752
Bank balances & cash  3,059 1,255 1,333 1,715 2,120 2,852
Other 20 20 20 20 20 20
Current assets 3,837 2,159 2,409 3,046 3,751 4,759
   
Total assets 17,190 16,806 17,369 18,192 19,258 20,395
   
Pensions  147 147 147 147 147 147
Long Term Debt 5,608 5,608 5,608 5,608 5,608 5,608
Deferred tax liabilities 991 991 991 991 991 991
Other 304 304 304 304 304 304
Non-current liabilities  7,051 7,051 7,051 7,051 7,051 7,051
   
Accounts payable & accruals  919 279 331 433 541 544
Short Term Debt 294 294 294 294 294 294
Other 553 428 453 500 548 598
Current liabilities  1,767 1,002 1,078 1,227 1,384 1,437
   
Parent's equity  7,716 8,100 8,582 9,253 10,117 11,179
Minority interests 657 653 657 662 706 728
Equity  8,373 8,753 9,240 9,915 10,823 11,907
   
Total equity & liabilities 17,190 16,806 17,369 18,192 19,258 20,395

 

Source: Company Reports and CIR Estimates 
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Figure 10. DPW - Cash Flow Statement, 2007-2012E (US$ millions) 

 2007 2008E 2009E 2010E 2011E 2012E
   
EBIT 774 901 1,078 1,338 1,644 1,925
Depreciation & Amortisation 326 382 444 469 495 519
JV & Associates  -105 -101 -119 -136 -155 -173
Further Adjusted EBITDA 995 1,182 1,403 1,671 1,983 2,271
   
Working Capital  99 -142 -168 -201 -238 -273
Tax Paid -136 -64 -80 -110 -145 -178
Net Interest -265 -315 -350 -340 -325 -302
Other 263 47 47 47 47 0
Operating Cashflow 955 708 852 1,068 1,323 1,518
Margin 35.0% 22.8% 24.1% 26.1% 28.0% 28.7%
   
Capital Expenditure -879 -1,721 -800 -700 -900 -692
Net Acquisitions/Disposals/Other -532 -670 0 0 0 0
Free Cash Flow -456 -1,683 52 368 423 826
Margin -16.7% -54.3% 1.5% 9.0% 9.0% 15.6%
   
Dividends from JVs & Associates 66 145 163 180 199 217
Minority Dividends Paid  -11 -45 -41 -45 -50 -94
Equity Issued 0 0 0 0 0 0
Dividends Paid (Parent) 0 -221 -96 -121 -168 -216
Movement in Net Debt  -401 -1,804 78 382 405 733
   
Net Debt b/f 2,442 2,843 4,647 4,569 4,187 3,782
Net Debt c/f 2,843 4,647 4,569 4,187 3,782 3,049

 

Source: Company Reports and CIR Estimates 
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Hamburger Hafen und Logistik AG 
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Figure 11. HHLA –Summary Group Income Statement 1H07 – 1H08E  (Euros in Millions) 

1H Port & Logistics Real Estate Group Group 1H07 Group Delta 
Revenue 636.6 15.7 652.3 561.3 16%
EBITDA 220.5 7.0 227.5 181.7 25%
Margin 34.6% 32.4% 
EBIT 174.5 5.4 179.9 138.8 30%
Margin 27.4% 24.7% 
PBT 162.2 2.4 164.6 123.0 34%
Net (after minorities) 81.9 1.6 83.4 62.3 34%
Shares (000s) 69,921 2,705 72,625 NA 
EPS (€, after minorities) 1.17 0.58 1.15 NA 

Source: Company Reports and CIR Estimates 

 
 

Figure 12. HHLA – Interim Forecasts for Port and Logistics 2007 – 2008  (Euros in Millions) 

 1Q08A 2Q08E 1H08E 1H07 Delta 
  

Containers 190.6 194.8 385.4 330.8 16.5%
Intermodal 91.3 93.5 184.8 154.8 19.4%
Logistics 28.4 31.7 60.1 57.9 3.9%
Holding/Other 33.3 31.5 64.8 63.7 1.8%
Inter Company Eliminations -29.3 -29.3 -58.6 -59.4 -1.3%
Sales 314.3 322.3 636.6 547.8 16.2%

  
Container 92.5 91.6 184.1 152.1 21.0%
Inter-modal 17.8 15.0 32.8 19.5 68.0%
Logistics 3.7 4.0 7.7 8.4 -8.3%
Holding  -2.0 -2.0 -4.1 -4.4 -7.6%
EBITDA  112.0 108.5 220.5 175.6 25.5%

  
Container 48.5% 47.0% 47.8% 46.0% 1.8pp
Inter-modal 19.5% 16.0% 17.7% 12.6% 5.1pp
Logistics 13.0% 14.0% 12.8% 14.5% -1.7pp
Holding  -6.1% -6.5% -6.3% -6.9% 0.6pp
EBITDA Margin % 35.6% 33.7% 34.6% 32.1% 2.6pp
Depreciation & Amortisation -22.0 -24.0 -46.0 -41.2 11.7%
EBIT 90.0 84.5 174.5 134.4 29.8%
Margin % 28.6% 26.2% 27.4% 24.5% 
Net Financial -5.3 -7.0 -12.3 -13.8 -10.9%
PBT 84.7 77.5 162.2 120.6 34.5%
Tax -25.9 -24.8 -50.7 -43.0 17.9%
Effective Tax Rate 30.6% 32.0% -31.3% 35.7% 
Minorities -16.8 -12.8 -29.6 -17.0 74.1%
Minority Interest as % of PAT  28.6% 24.2% -26.6% 21.9% 
Profit attributable to ordinary 
shareholders   

42.0 39.9 81.8 60.6 35.1%

EPS (€) 0.60 0.57 1.17 NA NA

Source: Company Reports and CIR Estimates 
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Figure 13. HHLA – Income Statement 2005 – 2010E (Euros in Millions) 

 2005A 2006A 2007A 2008E 2009E 2010E
   

Containers 473.2 587.9 692.6 800.0 900.4 1,022.4
Intermodal 229.0 279.5 331.9 374.0 423.1 479.3
Logistics 96.6 111.1 119.0 127.0 133.8 141.9
Real Estate and Holding 34.1 38.9 0.0 0.0 0.0 0.0
Holding/Other na na 126.0 126.0 126.0 126.0
Inter Company Eliminations na na -117.1 -117.1 -117.1 -117.1
Sales 832.9 1,017.4 1,152.4 1,309.9 1,466.2 1,652.4
Growth % Na 22.1% 13.3% 13.7% 11.9% 12.7%

   
Container Na Na 317.2 366.0 414.1 478.6
Inter-modal Na Na 47.8 63.0 69.8 79.1
Logistics Na Na 17.3 17.8 20.1 21.3
Holding  Na Na -17.7 -17.7 -17.7 -17.7
EBITDA  210.2 296.4 364.6 429.1 486.3 561.3

   
Container Na Na 45.8% 45.7% 46.0% 46.8%
Inter-modal Na Na 14.4% 16.9% 16.5% 16.5%
Logistics Na Na 14.6% 14.0% 15.0% 15.0%
Holding  Na Na -14.0% -14.0% -14.0% -14.0%
EBITDA Margin % 25.2% 29.1% 31.6% 32.8% 33.2% 34.0%

   
Container Na Na Na 15.4% 13.1% 15.6%
Inter-modal Na Na Na 32.0% 10.7% 13.3%
Logistics Na Na Na 2.7% 12.9% 6.0%
Holding  Na Na Na 0.0% 0.0% 0.0%
EBITDA Growth % Na 41.1% 23.0% 17.7% 13.3% 15.4%

   
Depreciation & Amortisation -63.6 -78.3 -87.6 -112.7 -134.7 -155.0
EBIT 146.6 218.1 277.0 316.4 351.6 406.3
Growth % Na 48.8% 27.0% 14.2% 11.1% 15.5%
Margin % 17.6% 21.4% 24.0% 24.2% 24.0% 24.6%

   
Interest income 5 5 11 6 2 3
Interest expense -37 -36 -37 -28 -31 -34
Other financial result -1 0 0 0 0 0
PBT 113.7 186.8 251.3 294.5 323.1 375.0
Tax -44 -70 -102 -94 -103 -120
Effective Tax Rate 39.0% 37.4% 40.7% 32.0% 32.0% 32.0%
Minorities -12 -20 -41 -50 -53 -59
Minority Interest as % of PAT  17.6% 17.0% 16.3% 25.0% 24.0% 23.0%
Profit attributable to ordinary 
shareholders   

57.2 97.1 108.5 150.2 167.0 196.3

Growth % 0.0 69.8% nm nm 11.2% 17.6%
Dividend -11 -15 -59 -90 -100 -118
Dividend Payout Ratio 19.2% 15.4% 60.0% 60.0% 60.0% 60.0%
Retained Profit 46.2 82.1 49.0 60.1 66.8 78.5
Shares 68.0 68.0 68.0 69.9 69.9 69.9
EPS (€) 0.84 1.43 1.60 2.15 2.39 2.81
Clean EPS 0.84 1.43 1.66 2.15 2.39 2.81
DPS (€) 0.16 0.22 0.85 1.29 1.43 1.68

Source: Company Reports and CIR Estimates 
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Figure 14. HHLA – Balance Sheet 2005 – 2010E (Euros in Millions) 

 2005A 2006A 2007A 2008E 2009E 2010E
   

Intangible Assets 25.0 63.1 68.9 68.9 68.9 68.9
Tangible assets 612.1 681.7 735.7 1,023.1 1,218.4 1,368.4
Buildings held as financial investments 80.0 163.1 71.1 71.1 71.1 71.1
Financial assets 3.5 6.0 7.3 7.3 7.3 7.3
Deferred tax assets 76.0 63.8 34.2 34.2 34.2 34.2
Non-current assets 796.6 977.7 917.1 1,204.5 1,399.8 1,549.8

  89.5 109.9 123.0 138.6
Inventories 18.0 16.4 17.8 20.8 23.3 26.2
Trade receivables 100.2 132.9 144.1 169.4 189.6 213.6
Receivables from related parties 90.0 18.9 39.7 39.7 39.7 39.7
Other financial receivables 13.3 14.7 15.0 15.0 15.0 15.0
Other Current Assets 9.4 17.0 15.5 15.5 15.5 15.5
Cash and cash equivalents 18.3 22.1 212.8 45.3 50.6 57.1
Current assets 249.2 222.0 444.8 305.6 333.6 367.1

   
Total Assets 1,045.8 1,199.6 1,361.9 1,510.0 1,733.4 1,916.9

   
Shareholders' Equity  117.8 208.6 473.6 531.3 596.2 672.5
Minority interests 34.1 50.1 86.7 128.3 172.5 221.8
Shareholders’ Funds 151.9 258.7 560.3 659.6 768.7 894.2

   
Pension provisions 384.0 377.4 306.5 318.8 331.5 344.8
Other Provisions 29.7 39.0 45.0 45.0 45.0 45.0
Long Term Debt 310.0 303.7 242.8 237.0 318.2 334.4
Deferred taxes 2.6 16.3 17.4 17.4 17.4 17.4
Non Current Liabilities 726.3 736.4 611.8 618.2 712.1 741.6

   
Current provisions 9.2 14.6 11.8 11.8 11.8 11.8
Trade liabilities 51.3 64.2 72.4 80.3 89.8 101.2
Liabilities to related parties 0.9 2.3 8.3 8.3 8.3 8.3
Other Current Liabilities 41.8 55.2 42.5 69.6 80.3 97.4
Short Term Debt  64.3 68.4 54.9 62.3 62.3 62.3
Current Liabilities 167.6 204.6 189.8 232.2 252.6 281.1

   
Total Liabilities & Shareholders' Equity 1,045.8 1,199.6 1,361.9 1,510.0 1,733.4 1,916.9

Source: Company Reports and CIR Estimates 
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Figure 15. HHLA – Cash Flow 2005 – 2010E (Euros in Millions) 

 2005A 2006A 2007A 2008E 2009E 2010E
   

EBIT  146.6 218.1 277.0 305.2 343.2 396.5
   

Depreciation & Amortisation 63.6 78.3 86.9 112.7 134.7 155.0
EBITDA 210.2 296.4 363.9 417.8 477.8 551.5

   
Increase in provisions -13.4 -0.7 -8.9 0.0 0.0 0.0
Gains/losses on disposal of assets 2.7 -1.9 0.5 0.0 0.0 0.0
Change in Working Capital  3.3 -23.4 -5.8 -20.4 -13.1 -15.6
Interest Paid/Received -16.0 8.1 -6.8 -10.0 -16.6 -19.1
Income taxes paid -27.6 -73.9 -102.5 -90.5 -100.4 -116.5
Other 1.5 -5.0 -3.4 0.0 0.0 0.0
Operating Cash Flow 160.7 199.7 237.2 296.9 347.7 400.3

   
Payments for Fixed Assets -118.1 -169.7 -179.2 -400.0 -330.0 -305.0
Net Acquisitions 12.1 -87.7 -4.8 0.0 0.0 0.0
Movement in Long Term Financial Assets -1.1 -2.4 61.3 0.0 0.0 0.0
Disposals 5.8 10.8 14.7 0.0 0.0 0.0
Free Cash Flow 59.5 -49.2 129.2 -103.1 17.7 95.3

   
Equity Issued / Redeemed 41.8 0.0 123.7 0.0 0.0 0.0
Dividend Paid - Parent -8.0 -11.0 -14.4 -59.4 -86.6 -97.3
Dividends Paid - Minorities -3.1 -5.1 -5.5 -6.5 -7.0 -7.7
Other (incl FX) -19.3 -1.2 0.0 0.0 0.0 0.0
Change in Net Debt  70.9 -66.5 232.9 -169.1 -75.8 -9.8

Source: Company Reports and CIR Estimates 
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DP World 

Company description 

DPW is the fourth-largest marine terminal operator globally and handled some 43m 
TEU in 2007 and reported 21.4% growth in 1H08. Its portfolio comprises 45 
terminals in 29 countries. DPW offers container and bulk terminal handling 
alongside logistics and infrastructure development services. Expansion has been 
largely horizontal, with significant growth realised through concession wins and 
acquisitions. Consolidation in global terminal operations mirrors consolidation in 
global shipping customers and allows DPW to leverage its terminal operating 
expertise across the portfolio and offer its customers a global product. 

Investment strategy 

We rate DPW Buy/Medium Risk (1M), with a target price of $1.10. DPW is the 
fourth-largest ports operator globally, having grown from local roots through 
concession wins and acquisitions (notably P&O and CSX). We expect DPW to 
seek further terminal concessions and bolt-on acquisitions, afforded by a 
rapidly deleveraging balance sheet. Jebel Ali, with its 99-year concession to 
2105, is the high-margin, high-growth jewel, with significant expansion 
potential. Industry fundamentals look positive: container volume (TEU) has 
consistently outstripped global GDP growth as a result of a trend towards 
containerisation and transshipment. Terminal operators represent a defensive 
play on this high-growth sector and exhibit monopolistic utility-like 
characteristics, with predictable and stable cash flows. DPW's valuation is 
underpinned by strong cash flows from existing terminal concessions, with 
further upside available from higher land use productivity, future concession 
wins, pricing power and medium-term refinancing opportunities. 

Valuation 

Our target price of $1.10 is based on our $1.25 DCF valuation scaled to reflect local 
equity market correction. Our DCF value of the existing terminal portfolio, comprises 
consolidated terminals (net of minorities) $1.30 per share; JV & Associates $0.22 
per share; less Net Debt of $0.28 per share. We discount nominal cash flows at a 
WACC of 7.9%, which impounds 8.75% Cost of Equity (Beta 0.7x, 5% ERP and 
5.25% RFR), 6.14% post-tax Cost of Debt and 45% gearing. Our $1.10 target price 
implies c.17 08E EV/EBITDA, in line with global ports but a premium to other listed 
global infrastructure segments reflecting superior structural growth, low regulation 
and taxation, and an average 44-year concession life. 

Risks 

We rate DPW Medium Risk based on our assessment of industry- and 
company-specific risk factors. Key risks that may prevent the achievement of 
our target price include slower-than-expected TEU growth and/or weaker 
pricing, non-renewal of material concessions and/or failure to win further 
concessions, capex overspend and delays in scheduled expansion projects, 
reliance on third parties, complexity and a lack of transparency and risks 
associated with the listing on the new and largely untested DIFX exchange. 
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Hamburger Hafen und Logistik AG 

Company description 

HHLA-A is the port and logistics sub-group of HHLA, formed in 1885. Over 
85% of operating profit is derived from handling and storing containers at three 
multi-user terminals at the Port of Hamburg and its Odessa terminal. HHLA-A 
also arranges rail, road and water feeder services. Hamburg is the second-
largest and most easterly container port in Europe and is well placed to serve 
Germany, Central/Eastern Europe and the Baltic Sea Region. 

Investment strategy 

We rate HHLA-A Buy/Low Risk (1L) with a €55 price target. Our Buy rating 
reflects the mismatch between current trading levels and our valuation of the 
business, assuming full utilisation of new capacity, further operating leverage 
and further development of intermodal services. We take no account of 
potential longer-term upside from new marginal capacity, more aggressive 
pricing when capacity is fully utilised or possible development of additional 
terminals at Hamburg. 

Valuation 

Our €55 price target for HHLA-A is based on our €65 DCF valuation (WACC 
7.71%, 2% long-term growth, beta 0.85x) scaled to reflect recent local market 
correction. We prefer DCF, as it looks through earnings and cash flow volatility 
arising from investments to double capacity by 2012. At our €55 price target, 
HHLA-A would trade on 25.6x 08E EPS and 13x EV/EBITDA, consistent with 
global infrastructure peers including ports, airports, toll roads, railroads and 
diversified infrastructure funds. 

Risks 

Our Low Risk rating reflects a strong management track record, the intrinsic 
appeal of an inland port location and a capacity constrained rather than 
demand dependent business. Key risks that may prevent the shares achieving 
our target price include slower than expected TEU growth and/or weaker 
pricing, failure of third parties to deliver required investments, non renewal of 
material contracts and CAPEX overspend or delay. 
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a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Smith Barney clients can ask their Financial Advisor for additional 
details.  Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the 
Product may be placed only through Citigroup Global Markets Inc. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia to wholesale clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through Citi 
Smith Barney Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments Commission.  
Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 
004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and 
relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private 
Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available 
in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. Paulista, 
1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) Inc. 
("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.  The Product is made available in 
France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product 
may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by 
Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin).  Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main.  If the Product is made available in Hong Kong by, 
or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  
Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission.  If the Product is made available in Hong Kong by The Citigroup Private 
Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  The Citigroup Private Bank and Citibank N.A. is regulated 
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by the Hong Kong Monetary Authority.  The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities and 
Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia through PT Citigroup Securities Indonesia.  5/F, 
Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy hereof may be distributed in Indonesia or to any Indonesian 
citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws and regulations. This Product is not an offer of 
securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and Financial Institutions Supervisory Agency 
(BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian 
citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is 
made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Foro Buonaparte 16, Milan, 20121, Italy.  If 
the Product was prepared by Citi Investment Research and distributed in Japan by Nikko Citigroup Limited ("NCL"), it is being so distributed under license.  If the Product 
was prepared by NCL and distributed by Nikko Cordial Securities Inc. or Citigroup Global Markets Inc. it is being so distributed under license. NCL is regulated by Financial 
Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. 
Shin-Marunouchi Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan.  In the event that an error is found in an NCL research report, a revised version will be 
posted on Citi Investment Research's Global Equities Online (GEO) website.  If you have questions regarding GEO, please call (81 3) 6270-3019 for help.  The Product is 
made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by Financial Supervisory Commission and the Financial Supervisory Service.  
Hungkuk Life Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn 
Bhd, which is regulated by Malaysia Securities Commission.  Menara Citibank, 165 Jalan Ampang, Kuala Lumpur, 50450.  The Product is made available in Mexico by 
Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, which is regulated by Comision Nacional Bancaria y de Valores.  Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In 
New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company Number 604457), a Participant of the New Zealand Exchange 
Limited and regulated by the New Zealand Securities Commission.  Level 19, Mobile on the Park, 157 Lambton Quay, Wellington.  The Product is made available in Pakistan 
by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. 
Box 4889, Karachi-74200.  The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by 
Komisja Papierów Wartosciowych i Gield.  Bank Handlowy w Warszawie S.A. ul. Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation 
through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank 
of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation or outside the 
Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as 
amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global 
Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore.  1 Temasek Avenue, #39-02 Millenia Tower, 
Singapore 039192.  The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that 
is regulated by Monetary Authority of Singapore.  Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 
2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange 
South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers in South 
Africa.  The Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y 
Gassef, 4th Floor, Madrid, 28006, Spain.  The Product is made available in Taiwan through Citigroup Global Markets Inc. (Taipei Branch), which is regulated by Securities & 
Futures Bureau.  No portion of the report may be reproduced or quoted in Taiwan by the press or any other person.  No. 8 Manhattan Building, Hsin Yi Road, Section 5, Taipei 
100, Taiwan.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of 
Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is 
regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  The Product is made available in U.A.E. by 
Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  DIFC, Bldg 2, Level 7, PO Box 506560, Dubai, UAE.  The Product is 
made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may relate to 
investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are 
available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by 
Citigroup Global Markets Inc, which is regulated by NASD, NYSE and the US Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless 
specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or 
distribution of investment research. The policy applicable to Citi Investment Research's Products can be found at www.citigroupgeo.com.  Compensation of equity research 
analysts is determined by equity research management and Citigroup's senior management and is not linked to specific transactions or recommendations.  The Product 
may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to be construed as providing 
investment services in any jurisdiction where the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments 
described therein are subject to fluctuations in price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be 
subject to sudden and large falls in value that could equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for 
private customers whereby levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport 
to identify the nature of the specific market or other risks associated with a particular transaction.  Advice in the Product is general and should not be construed as 
personal advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, 
before acting on the advice, consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial 
product, it is the client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the 
product. 

© 2008 Citigroup Global Markets Inc. (© Nikko Citigroup Limited, if this Product was prepared by it). Citi Investment Research is a division and service mark of Citigroup 
Global Markets Inc. and its affiliates and is used and registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and 
its affiliates and are used and registered throughout the world.  Nikko is a registered trademark of Nikko Cordial Corporation. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure is prohibited by law and will result in prosecution.  Where included in this report, MSCI sourced information is the exclusive property 
of Morgan Stanley Capital International Inc. (MSCI).  Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be 
reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an "as is" basis. The user assumes the entire 
risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim 
all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information.  Without limiting any of the 
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages 
of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates.  The information contained in the Product is 
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intended solely for the recipient and may not be further distributed by the recipient. The Firm accepts no liability whatsoever for the actions of third parties. The Product 
may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not reviewed 
the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations 
or warranties whatsoever as to, the data and information contained therein.  Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) 
is provided solely for your convenience and information and the content of the linked site does not in anyway form part of this document.  Accessing such website or 
following such link through the Product or the website of the Firm shall be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such 
referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 


