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More bullish: BPS boosted by yen weakness, higher equities*

® Upgrading two — We upgrade Mitsui & Co. and Sumitomo Corp. and now rate all
five companies we cover Buy. Based on estimated total returns, our order of
preference is 1) Mitsui & Co. and Mitsubishi Corp., 2) Itochu and Marubeni, and 3)
Sumitomo Corp. Given the likely boost to NP and net assets from yen weakness
and equity strength, we think trading company shares look undervalued. Between
now and end-FY3/13, we believe Itochu and Sumitomo Corp. could appeal on yield.
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B What’s changed? — The boost to BPS from yen weakness and higher equities has
been greater than we anticipated. For instance, end-December BPS at Mitsui & Co.,
at ¥1,580, shot past our old end-March 2013 forecast of ¥1,566, and likewise at
Mitsubishi Corp., where BPS reached ¥2,300 versus ¥2,249. We raise our BPS
forecasts more than EPS, in light of the impact of high share prices since January
and the change in our forex assumption to ¥90/$ from ¥85/$. This is the biggest
reason for our bullish sector stance. We now rate both Mitsui & Co. and Sumitomo
Corp. Buy, as we find them undervalued on PBRs of c0.7x versus double-digit RoE.

m Three weak yen benefits — We see three benefits for trading companies from the
weak yen: 1) improved yen-denominated profits in resource businesses (energy,
metals) and at subsidiaries/export affiliates; 2) increased competitiveness for
products made in Japan; and 3) expanded net assets (shareholders’ equity) due to
improvement in the forex translation adjustment account. Given the existence of
subsidiaries with December fiscal year-ends, net assets will likely continue
expanding in FY3/14 Q1, and from FY3/14 we look for the emergence of benefits
from greater competitiveness for products manufactured in Japan.

® Two reasons trading companies have lagged — Despite yen weakening the
sector (up nearly 21%) has underperformed TOPIX (up more than 27%) over the
past six months. In our view, the lag is due to 1) falling resource profits on non-price
factors such as strikes in coking coal businesses, which has shaken confidence in
the macro earnings boost scenario, and 2) the slow emergence of net asset boosts
(as some subsidiaries have December year-ends) and better competitiveness for
Japanese products on yen weakness. We think these impediments will gradually
disappear, clearing the way for upside for sector share prices.

® Market concerns — Essentially, all firms have double-digit RoEs and yields of over
3%, so we feel they are undervalued on single-digit PERs and PBRs below 1x. But
we think the market is concerned that 1) RoE and RolC have peaked, 2) resource
prices have peaked, and 3) easy cash resulting from monetary loosening may mean
less disciplined investment. But if trading companies can balance 1) increased profit
via asset expansion, 2) improvement in profitability indicators, and 3) greater
shareholder returns, shares could rise beyond our and the market’s expectations.

*Errors in Figure 7 and the ltochu financial summary have been corrected.

Current Year
Rating Target Price Earnings Estimates
Company Ticker Old New Old New Old New
Itochu 8001 1 1 ¥1,200 ¥1,250 ¥177 ¥178
Marubeni 8002 1 ¥800 ¥790 ¥117 ¥118
Mitsui 8031 2 1 ¥1,500 ¥1,650 ¥173 ¥173
Sumitomo 8053 2 1 ¥1,200 ¥1,300 ¥194 ¥188
Mitsubishi 8058 1 1 ¥2,200 ¥2,250 ¥208 ¥215
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Citi Research is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As a
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Three weak yen benefits to emerge, two
factors blocking performance to disappear

Our sector stance is bullish The trading company sector is up about 21% over the past three months, but over
the past six months the sector (just under 21%) has underperformed TOPIX (just
above 27%). We think 1) three weak yen benefits are likely to boost sector
fundamentals and 2) the two factors causing sector shares to lag will gradually
disappear. We lift our stance on the sector to bullish from moderately bullish.

Upgrading Mitsui & Co. and Sumitomo We upgrade Mitsui & Co. and Sumitomo Corp. to Buy and now have Buy ratings on

Corp. to Buy all five Japanese trading companies we cover (Figures 1 and 2). We upgrade Mitsui
& Co. because net profit and net assets are up sharply due to yen weakening and
stock market strength, making the shares look increasingly undervalued. At
Sumitomo Corp., downward revisions appear to have exhausted bad news for now,
and between now and the end of FY3/13 the stock’s high yield is likely to look
appealing. Based on estimated total return at our target price, our order of
preference is 1) Mitsui & Co. and Mitsubishi Corp., 2) ltochu and Marubeni, and 3)
Sumitomo Corp. Between now and end-FY3/13 we believe Itochu and Sumitomo
Corp. could appeal on yield.

Figure 1. Trading company ratings: We upgrade Mitsui & Co. and Sumitomo Corp. and now have Buys on all five names in our coverage
TP . Dividend
Valuation p ETR ield PBR (x
et PBR Relative PBR 2127
3/13E | 3[14E | 3/13E | 3/14E| 3/13E |3/14E| 3/13E 314E
59 5.6
5.7 54

ltochu 8001 | Buy (1) | 1,250/ ¢ 1.00x 90%| 1,056| 22.3%| 41 44| 39% 42%| 100 0.86]
Marubeni 8002 Buy (1) ‘ 790‘ ¢ 1.05x 95% 670‘ 216%| 25 25‘ 37% 37%| 1.05 0.89‘ ;
Mitsui 8031 |Neutral (2)—Buy (1)| 1,650 ¢ 0.90x 80%| 1,365| 24.1%| 44 49| 32% 36%| 081 075 7.9 7.0
Sumitomo 8053 |Neutral (2)—Buy (1)| 1,300 ¢ 0.75x 70%| 1129| 19.3%| 47 49| 42% 43%| 073 066 6.0 58
Mitsubishi 8058 Buy (1) 2,250 ¢ 0.85x 75%| 1824| 263%| 54 58| 3.0% 32%| 076 069 85 7.8
Avg. 0.91x 82% 22.7% 36% 38%| 087 077 68 6.3
Source: Citi Research.
Figure 2. Five trading companies: Ratings and reasons
Rating Reasons

Old New

Itochu Buy Buy We raise our NP forecasts on yen weakening, etc.

We raise our FY3/14 BPS estimate nearly 6% on yen weakness and stock market strength
Looks highly undervalued on FY3/14E PBR of c0.9x (FY3/14E RoE above 16%) , dividend yield above 4% appealing

Marubeni Buy Buy We raise our FY3/14 BPS estimate nearly 6% on yen weakness and stock market strength
We lower our target multiple slightly because we expect RoE to decline as net assets grow, but upside to our TP remains large
Mitsui Neutral Buy  We raise our NP forecasts for FY3/14 and out on yen weakening, etc.

We raise our FY3/14 BPS estimate c7% on yen weakness and stock market strength

Given FY3/14E RoE above 11% the shares look undervalued on an FY3/14E PBR of c0.75x

Sumitomo Neutral Buy We raise our FY3/14 BPS estimate on yen weakness and stock market strength

Looks undervalued on an FY3/14E PBR below 0.7x and dividend yield above 4% versus our double-digit RoE forecast
Downward revisions with Q3 results has exhausted bad news. We forecast a profit overshoot in FY3/13 and growth in FY3/14
Mitsubishi Buy Buy We raise our NP forecasts for FY3/14 and out on yen weakening, etc.

We raise our FY3/14 BPS estimate nearly 9% on yen weakness and stock market strength

We cut our target multiple slightly, but shares still look undervalued on an FY3/14E PBR of c0.7x versus FY3/14E RoE above 9%

Source: Citi Research.
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We believe trading company share prices
have not sufficiently priced in benefits
from yen weakening and stock market
strength (Figures 3-6)

Market concerns

Market wants the same from trading
companies and resource majors

Risks

Citi Research

We see the three benefits from yen weakening as:

1. Improved yen-denominated profits for the resource businesses and overseas
subsidiaries /export affiliates;

2. Enhanced competitiveness for products made in Japan;

3. Expanded net assets (shareholders’ equity) due to improvement in the forex
translation adjustment account.

Judging from subsidiaries that close their books in December, it looks likely that net
assets will continue to expand through FY3/14 Q1 (Figure 4), while benefits from
increased competitiveness for products made in Japan will probably start to emerge
next year.

We also see two factors that have caused sector stocks to lag the broader market:

1. Alarge decline in natural resource profits on non-price factors like strikes in
the coking coal business, increased costs related to shale gas development,
and lower dividends due to increased spending on copper development. This
may have shaken confidence that an upturn for the macroeconomic
environment will lead to higher trading company profits;

2. Slow emergence for benefits from higher net assets and better
competitiveness for products made in Japan stemming from yen weakness.

From FY3/14, we expect these issues will gradually disappear, so further share
price appreciation looks likely for the trading company sector on weak yen benefits.

Almost all trading companies we cover offer double-digit RoEs, NP of ¥200bn or
more, and yields of 3% or more, so we believe they look undervalued on single-digit
PERs and PBRs below 1x. Perhaps we cannot ask for more from the trading
companies. However, we think trading company stocks remain undervalued not
because the market is looking for share buybacks or higher dividends, but because
of concerns that 1) RoE and RolC may have peaked and 2) an apparent peak for
resources prices as well as surplus funds stemming from monetary easing could
mean less disciplined spending.

Essentially, we think that what the market wants from trading companies amid fears
of rising costs and diminishing project returns is to see a better balance between 1)
asset growth, 2) shareholder returns, and 3) free cash flow via careful selection of
investments and clear targets for RoE and other profitability benchmarks (along with
strategies to achieve these goals, such as share buybacks). This tallies with what
the market wants from resource majors as well. For reference see our February 11
global metals and mining team’s report Metals & Mining - Diversified Debate Il —
Why Not To Do NPV Positive Projects.

One risk to the scenario of increased NP and net assets via yen weakness and
stock market strength is impairment. In October-December, Itochu posted
impairment losses on its shale gas assets, while Mitsui and Co. posted impairment
losses on its Vale assets. If impairment losses increase it could mean a decline for
net assets and have a negative impact on valuations.
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Figure 3. Five trading companies: Relationship between share prices,  Figure 4. Forex translation adjustment accounts at five trading
forex, and TOPIX—significant laggards in light of both TOPIX growth companies: More improvement expected, Mitsubishi shares tend to lag

and yen weakness Mitsui shares somewhat
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Source: Bloomberg, Citi Research. Source: Company Data, Citi Research.
Figure 5. Unrealized gains/losses on marketable securities at Figure 6. Unrealized gains/losses on marketable securities at the four
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We raise our BPS forecasts due to yen

Figure 7. Five trading companies: Profitability indicators and changes in our forecasts
weakness and stock market strength. As

a result, we lower our target multiples RoE Versus previous RolC Versus previous
slightly for Itochu, Marubeni, and 312  313E  31M4E| 3/M3E  3M4E 312 3M3E  3M4E| 3M3E  3/M4E
Sumitomo Corp. s the decline inour [T | D0 oo % um dom| 6% ot 550 ol 0o
ruben . ! . -0. -1. : ) L . L
RoOE forecasts for these firms was aruvent ) ; , o PP ) ) ) PP PP

Mitsui 174% 111% 11.2%| -04ppt -02ppt| 89% 63%  64%| 0.3ppt 0.3ppt
Sumitomo 154% 13.0% 12.0%| -0.5ppt -0.2ppt| 52%  35%  2.8%| O0.1ppt 0.0ppt
Mitsubishi 135%  95%  92%| O0.0ppt -0.8ppt| 55%  41%  4.3%| O0.1ppt -0.1ppt
Avg. 18.2% 146% 13.3%| -0.3ppt -0.6ppt 6.8% 51%  5.0%, 0.2ppt 0.1ppt

Source: Citi Research.

relatively large (Figures 7 and 8)
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Figure 8. Five trading companies: NP and BPS—we lift BPS forecasts for Mitsubishi Corp., Mitsui & Co. on yen weakness, stock market strength

NP NP YoY EPS BPS Versus previous
312  3M1M3E  3M4E 3M5RE| 3M3E  3/M14E 3/M5RE| 3/M3E  3/14E 3/15RE| 3/13E 3M4E| 3/13E 3/M4E| 3/13E  3/M4E
ltochu 3005 2820 2970 3220 2800 2940 3140| -62% 53% 84%| 1784 1879| 1,067 1229, 39% 56%
Marubeni 1721 205.0 2140 2280| 2040 2150 2250| 191% 44% 65%| 1181 1232 640 754 46%  59%
Mitsui 4345 3160 358.0 3760 3150 3400 3540 -273% 133% 50%| 1732 196.2| 1677 1830 71% 71%

Sumitomo 250.7 2350 2430 276.0| 2430 243.0 2620 -6.3% 34% 13.6%| 188.0 1944| 1537 1,709| 09% 24%
Mitsubishi 4538 3550 3840 416.0| 3430 3850 4000| -218% 82% 83%| 2157 2333| 2413 2638, 73% 8.6%
Total 1612 1393 149 1618 1385 1477 1555| -85% 69% 84%

Source: Citi Research.

Figure 9. Dividend yields at the five trading companies: High yield at Figure 10. Average PER and PBR for five trading companies, TOPIX
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Source: Bloomberg, Citi Research. Source: Bloomberg, Citi Research.
Figure 11. RoE at the five trading companies: Apparent peak Figure 12. RolC at the five trading companies: Apparent peak
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Figure 13. Relative PBR and RoA at five trading companies: Looking Figure 14. Five trading companies: RoA
undervalued
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Source: Bloomberg, Citi Research. Source: Bloomberg, Citi Research.

Figure 15. Our forex and commodity price assumptions: We assume ¥90/$ for FY3/14 and out

_ 310 31 3012 IM3E 314E 315E 3/16E INTE

Forex

USD (¥$) 93.0 85.7 791 82.5 90.0 90.0 90.0 90.0
USD (CY) (¥/US$) 93.7 87.8 79.7 79.9 90.0 90.0 90.0 90.0
Real (¥/R) 49.7 495 46.7 40.0 40.0 40.0 40.0 40.0
Oil and gas

Brent Qil (CY) ($/bbl) 62.6 82.5 110.2 109.9 101.3 93.0 90.7 93.0
Dubai Oil ($/bbl) 68.0 82.0 109.9 110.0 101.0 92.7 90.4 92.7
Henry Hub (CY) (US$/MMBtu) 3.9 44 4.0 2.8 3.6 4.1 4.8 4.9
Metals and other resources

Hard Coking Coal ($/MT) 128 215 291 194 186 213 213 219
Hard Coking Coal (CY) ($/MT) 172 191 289 211 174 213 213 218
Thermal Coal ($/MT) 70.0 98.0 125.0 96.1 101.5 113.8 116.3 120.0
Thermal Coal (CY) ($/MT) 83.8 91.0 121.9 104.8 98.8 111.5 115.0 120.0
Iron Ore ($/MT) 102.1 158.6 161.5 126.8 117.5 122.3 119.8 113.8
Iron Ore (CY) ($/MT) 88.2 146.9 167.8 128.5 120.0 122.3 122.3 115.0
Copper (c/lb) 275 369 384 359 359 347 338 326
Copper ($/MT) 6,063 8,135 8,465 7,906 7,925 7,650 7,450 7,193
Copper (CY) (c/lb) 234 Rz 399 360 361 353 340 331
Copper (CY) ($/MT) 5,159 7,524 8,796 7,945 7,965 7,775 7,500 7,300
Silver (CY) ($/0z) 14.5 20.2 35.3 312 31.0 26.5 233 20.5
Aluminum (CY) ($/MT) 1,712 2,173 2,423 2,049 2,100 2,175 2,250 2,100
Nickel (CY) ($/Ib) 6.7 9.9 10.4 8.0 9.0 11.1 10.9 10.0
Zinc (CY) ($/MT) 1,732 2,161 2,191 1,963 2,058 2,125 2,220 2,200
Lead (CY) ($/MT) 1,744 2,148 2,399 2,072 2,113 2,200 2,250 2,200

Note: Forex assumptions from our Japan trading company team. Commodity price assumptions are from our commodity team.
Source: Citi Research.
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Figure 16. NP sensitivity to forex rates and commodity prices: Weak yen a positive

FX TIBOR Oil| Iron Ore Coal($/MT) Copper | Aluminum Nickel Zinc
(¥mn) JPY/USD JPY/AUD JPY/BRR % ($/bbl) ($/MT)|  Coking  Thermal | ($100/MT) | ($100/MT) ($/1b) | ($100/MT)
ltochu 2,000 -5,000 240 740 480
Marubeni 1,300 300 600
Mitsui 1,600 1,900 800 1,200 1,900 1,800
Sumitomo 1,300 40 260 140 90 230 860
Mitsubishi 2,000 1,000 1,300 1,000

Note: Impact on net profit from changes in market conditions. In addition to the above there are impacts on the forex translation adjustment account in net assets. The above
figures represent the impact of a ¥1 weakening of the yen against the USD, Australian dollar, and Brazilian real, (2) a 1ppt rise in the yen interest rate, (3) a $1/bbl rise in the
crude oil price, (4) a $1/MT rise in the iron ore price, (5) a $1/MT rise in the price of coking coal (6) $1/MT rise in the price of thermal coal, (7) a $100/MT rise in copper prices,
(8) a $100/MT rise in aluminum prices, (9) a $1/Ib rise in the price of nickel, and (10) a $100/MT rise in zinc prices for each company .

Source: Company data, Citi Research.

Figure 17. Valuations

Rating Price Mkt FY1E= EPS PER (x) PBR(x) OPM DY EV/EBITDA (x) RoE
Code Company Cap FYIE FY2E FY1IE FY2E FYIE FY2E FY2E FYIE FY2E FYIE FY2E
Traiding companies ($ bn)
8001.T Itochu 1 JPY  1,056.00 18.1 313 1784 1879 5.9 5.6 10 19% 42% 72 6.0 186% 16.4%
8002.T Marubeni 1 JPY 670.00 12.6 313 1181 1232 5.7 54 10 14% 37% 6.5 55 209% 17.7%
8031.T Mitsui 1 JPY  1,365.00 27.0 313 1732 1962 79 7.0 08 31% 3.6% 36 28 111% 11.2%
8053.T Sumitomo 1 JPY  1,129.00 15.3 313 1879 1943 6.0 58 07 29% 43% 6.0 51 13.0% 12.0%
8058.T Mitsubishi 1 JPY  1,824.00 32.6 313 2153 2329 8.5 7.8 08 12% 3.2% 7.9 68 95% 9.2%
Energy (Oil)
1605.T Inpex 1 JPY 484,000.00 19.2 3113 52,042.0 38,346.8 9.3 12.6 08 554% 14% 0.2 08 84% 58%
5020.T JX Hid 1 JPY 555.00 15.0 3/13 82.8 74.8 6.7 74 07 28% 29% 45 44 1M12% 9.3%
Global Mining
BLT.L BHP Billiton 2 usb 2096 187.7 6/13 24 29 13.3 11.0 24 343%  3.9% 73 6.1 164% 20.3%
VALEN Vale 1 usb 1853 943 12112 20 2.0 9.0 9.2 12 318% 41% 58 58 133% 12.3%
RIO.L Rio Tinto 1 usD 3535 940 12113 5.7 741 9.4 75 15 312% 4.1% 46 35 187% 18.7%
AAL.L Anglo American 2 UsD 1953 412 1213 25 2.9 11.6 10.3 10 224%  3.8% 5.1 46 84% 9.0%
Copper Mining
FCXN Freeport Mcmoran 2 usb 3227 306 12113 4.1 44 79 74 15 373% 3.9% 38 34 207% 19.2%
ANTO.L Antofagasta 3 Usb 11.15 16.7  12/12 1.3 1.3 13.1 13.4 23 452%  2.6% 45 50 18.7% 15.4%
Coal Mining
ADRO.JK Adaro Energy 2 Usb  1,600.00 53 12112 0.0 0.0 1.7 15.5 20 200% 1.9% 57 68 17.7% 12.3%
1898.HK China Coal 2 CNY 7.32 125 12112 0.6 0.5 9.2 11.5 09 109% 25% 5.7 58 100% 7.5%
Global Trading
ADEL.BO Adani Ent 1 INR 224.05 46 313 9.9 214 226 10.5 12 124%  04% 15.0 90  77% 10.7%
NOBG.SI Noble Grp 1 usb 1.18 62 12112 0.1 0.1 10.3 8.1 12 18% 32% 83 72 127% 14.7%
OLAM.SI Olam Inter 1 SGD 1.67 34 6/13 0.1 0.2 1.2 9.7 11 55% 3.0% 8.6 84 116% 12.2%

Note: Share prices as of the February 27 close.
Source: Citi Research.
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Company Focus

B Company Update
B Target Price Change
B Estimate Change

Buy 1
Price (27 Feb 13) ¥1,056
Target price ¥1,250
from ¥1,200
Expected share price return 18.4%
Expected dividend yield 3.9%
Expected total return 22.3%
Market Cap ¥1,669,025M
US$18,146M
Price Performance
(RIC: 8001.T, BB: 8001 JP)
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Itochu (8001)
Maintaining Buy: Appealing on high RoE, high yield, low PBR

® Conclusion — We revise our forecasts for ltochu and raise our target price

slightly, to ¥1,250 (FY3/14E PBR of ¢1.05x) from ¥1,200 (c1.0x our previous
FY3/14 BPS forecast), but maintain our Buy rating. We rate the shares Buy for a
number of reasons: 1) we raise our NP forecast due to the weak yen; 2) in light of
yen weakness and rising share prices, we increase our end-FY3/14 BPS forecast
by nearly 6%; 3) we lower our target multiple slightly as growth in net assets has
resulted in lower RoE, but we consider the shares undervalued at about 0.9x our
FY3/14 BPS forecast (with our RoE forecast just over 16x). We also think a
dividend yield of more than 4% is appealing.

FY3/13E — We raise our FY3/13 NP forecast to ¥282bn (-6.2% YoY) from
¥280bn. We lower our expectations of profit from the energy segment (by ¥5bn,
mainly due to impairment of shale gas and oil assets) and others, but raise our
forecasts for the ICT, general products & realty segment (+¥5bn), and the foods
segment (+¥3bn) based on anticipated one-time gains. We think the company NP
target of ¥280bn is achievable.

FY3/14E — We also raise our FY3/14 NP forecast slightly, to ¥297bn (+5.3%
YoY) from ¥294bn. We adjust our forex assumption to ¥90/$ from ¥85/$ but also
factor in recent resource prices. We lower our estimates for metals & minerals,
for textiles, and for machinery after minor downward adjustments to our FY3/13
forecasts, but raise our estimate for the energy and chemical segment in light of
yen depreciation and recent oil prices. We expect YoY profit growth in energy
(weaker yen, rebound from impairment losses, falling oil prices), metals &
minerals (weaker yen), and foods (new consolidation of Dole business), which
should exceed profit declines in textiles (dropout of one-time gains) and
machinery (same).

Outlook — We think the shares look undervalued on FY3/14E PER below 6x
given the company’s high RoE and high dividend yield. The acquisition of Dole
operations seems to us a good strategic move for growth in a business area with
relatively low volatility. On the other hand, the share price is up about 20% since
the start of the year, more than the other four trading companies. Factors that
could support further share price growth include 1) strategies to boost profitability
in non-resource businesses that it has acquired over the past year or two, such
as the Dole units, Metsa Fibre, and Kwik-Fit, and 2) the setting of profitability
targets for RoE, RolC, etc., as well as steps to meet these targets (such as share
buybacks).

Consol. Sales Pretax Profit NP EPS PE

™ YOY (%) ™ YOY (%) ™ YOY (%) ¥ X
3IMA 11,392,589 10.5 182,332 17.6 161,114 257 102 10.4
3/12A 11,978,276 5.1 341,174 87.1 300,505 86.5 190 5.6
3/13CE 12,900,000 7.7 275,000 -19.4 280,000 6.8 177 6.0
313E 12,115,000 1.1 319,000 6.5 280,000 6.8 177 6.0
3/13RE 12,120,000 1.2 333,000 24 282,000 6.2 178 5.9
3M14E 12,201,000 0.7 337,000 5.6 294,000 5.0 186 5.7
3/14RE 12,543,000 8l5 352,000 5.7 297,000 53 188 5.6
3/15E 11,939,000 2.1 360,000 6.8 314,000 6.8 199 53
3/15RE 12,318,000 -1.8 381,000 8.2 322,000 8.4 204 5.2

A: Actuals, E: Citi Research Ests, CE: Co. Ests, RE: Citi Research Revised Ests, CRE: Co. Revised Ests, NA: Not Available, NM: Not Meaningful
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8001.T: Fiscal year end 31-Mar

Price: ¥1,056; TP: ¥1,250; Market Cap: ¥1,669,025m; Recomm: Buy

Profit & Loss (¥m) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E
Sales revenue 11,392,589 11,978,276 12,120,000 12,543,000 12,318,000 PE (x) 10.5 5.6 6.0 5.7 5.3
Cost of sales -10,416,211 -10,947,829 -11,252,000 -11,640,000 -11,393,000 PB (x) 1.5 1.2 1.0 0.9 0.8
Gross profit 976,378 1,030,447 868,000 903,000 925,000 EV/EBITDA (x) 6.8 6.3 7.3 6.0 52
Gross Margin (%) 8.6 8.6 72 7.2 7.5 FCF yield (%) 10.5 -10.9 -0.6 14 46
EBITDA (Adj) 332,042 349,791 294,000 327,000 348,000 Dividend yield (%) 1.7 4.1 38 41 45
EBITDA Margin (Adj) (%) 29 29 24 26 2.8 Payout ratio (%) 18 23 23 23 24
Depreciation -75,960 77,171 -78,000 -85,000 -86,000 ROE (%) 14.3 23.8 18.6 16.4 15.6
Amortisation 0 0 0 0 0 Cashflow (¥m) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 256,082 272,620 216,000 242,000 262,000 EBITDA 332,042 349,791 294,000 327,000 348,000
EBIT Margin (Adj) (%) 22 23 1.8 1.9 2.1 Working capital -94,900 -94,898 53,000 -33,000 14,000
Net interest -3,500 5,018 5,000 4,000 3,000 Other 98,219 -42,063 43,000 29,000 29,000
Non-op/Except -70,250 63,536 112,000 106,000 116,000 Operating cashflow 335,361 212,830 390,000 323,000 391,000
PreTax Profit 182,332 341,174 333,000 352,000 381,000 Capex -157,990  -396,880  -400,000  -300,000  -313,000
Tax 68,592  -122,029  -127,000  -134,000  -145,000 Net acg/disposals 63,692 27,273 0 0 0
Extraord./Min.Int./Pref.div. 47,374 81,360 76,000 79,000 86,000 Other 9,184 7,838 1,000 0 0
Reported net profit 161,114 300,505 282,000 297,000 322,000 Investing cashflow -230,866  -416,315  -399,000  -300,000  -313,000
Net Margin (%) 14 25 23 24 2.6 Dividends paid -26,102 -40,335 -70,000 -65,000 -70,000
Core NPAT 161,114 300,505 282,000 297,000 322,000 Financing cashflow 53,202 84,704 -10,000 -23,000 -77,000
Per share data 2011 2012 2013E 2014E 2015E Net change in cash 153,192 -120,267 -19,000 0 1,000
Reported EPS (¥) 102 190 178 188 204 Free cashflow to s/holders 177,371 -184,050 -10,000 23,000 78,000
Core EPS (¥) 102 190 178 188 204 Other Index (Ymn or %) 2011 2012 2013E 2014E 2015E
EPS* (¥) 102 190 178 188 204 tNOPAT 229,744 287,293 190,000 215,000 237,000
DPS (¥) 18 44 4 44 48 tBusinessProfit 342,496 400,402 244,000 282,000 312,000
CFPS (¥) 212 135 247 204 247 tEBITDA 418,456 477,573 322,000 367,000 398,000
FCFPS (¥) 112 -116 6 15 49 tROIC 6.8 76 44 46 48
BVPS (¥) 732 863 1,057 1,229 1,388 00IC 9.9 5.7 9.1 7.0 8.0
Wtd avg ord shares (m) 1,581 1,581 1,581 1,581 1,581
Wtd avg diluted shares (m) 1,581 1,581 1,581 1,581 1,581
Growth rates 2011 2012 2013E 2014E 2015E
Sales revenue (%) 10.5 5.1 12 35 -1.8
EBIT (Adj) (%) 73.7 6.5 -20.8 12.0 8.3
Core NPAT (%) 25.7 86.5 6.2 5.3 8.4
Core EPS (%) 25.7 86.5 6.2 5.3 84
Balance Sheet (¥m) 2011 2012 2013E 2014E 2015E
Cash & cash equiv. 641,736 521,432 500,000 500,000 500,000
Accounts receivables 1,551,756 1,823,730 1,764,000 1,826,000 1,793,000
Inventory 504,342 574,345 568,000 588,000 575,000
Net fixed & other tangibles 842,457 868,601 1,039,000 1,124,000 1,195,000
Goodwill & intangibles 191,065 284,109 285,000 285,000 285,000
Financial & other assets 1,945,353 2,435,056 2,705,000 2,900,000 3,088,000
Total assets 5,676,709 6,507,273 6,861,000 7,223,000 7,436,000
Accounts payable 1,236,561 1,434,241 1,421,000 1,470,000 1,438,000
Short-term debt 288,973 450,968 709,000 826,000 675,000
Long-term debt 2,160,772 2,259,717 2,062,000 1,987,000 2,131,000
Provisions & other liab 591,449 666,206 666,000 666,000 666,000
Total liabilities 4,277,755 4,811,132 4,858,000 4,949,000 4,910,000
Shareholders' equity 1,156,270 1,363,797 1,671,000 1,942,000 2,194,000
Minority interests 242,684 332,344 332,000 332,000 332,000
Total equity 1,398,954 1,696,141 2,003,000 2,274,000 2,526,000
Net debt 1,808,009 2,189,253 2,271,000 2,313,000 2,306,000
Net debt to equity (%) 129.2 129.1 1134 101.7 91.3
Note: Consolidated data. * EPS: NP/Est Shares OS.
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com \
@dataCentral
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Itochu Corp. (8001) Investment Dashboard

Reasons to Buy
m Profits: We anticipate growth in FY3/14

B Strategy: Lower risk of medium-term
profit decline than peers thanks to
support from stable non-resource
businesses

m Shareholder returns: Dividend yield is
high

Sales breakdown (FY3/12)

By product
ICT.Genera  Others Textile
| Products 3% 8%
& Realty Machinery

12% 7%

Energy and
Chemical
12%

Metals &
Minerals
44%

Source: Company data, Citi Research.

Australia
5%

By region

Business portfolio NP by segment
ROA <3/12 Results> (¥bn) C1ICT,General Products
20% 400 & Realty
350 I Foods
15% r
300 1 Energy and Chemical
o Metals & 250
10% Mineral B Others
Textile Ierals | Energy and ICT,General 200
5% [ Chemica Products & Realty 150 B Metals & Minerals
Others 100
Machine Foods .
0% S | | | / 50 £ Machinery
™ 52 [ Textile
0.0 1.0 2.0 3.0 40 5.0 6.0 7.0 S - & W ¢ W ow W ow o Tol
Assets (¥tn) ® e s T T 5 5 35 5
Source: Company data, Citi Research. Source: Company data, Citi Research.
Alternate scenario: A more bearish case NP forecast comparison Balance sheet (end-FY3/13 Q2)
m Resources: Declines in the prices of 4 |FIS Consensus o Citi Research Estimate 100% h an
resources to which Itochu is highly * Results * Company Estimate oo
exposed, such as iron ore and coal (¥bn)
320 80%
B Greater-than-expected deterioration in 310
. . ) r 70%
the Chinese economy, causing profits
to decline markedly in Itochu’s China 300 o 60%
non-resource businesses .
290 50% 0 v Long-term
Tangible debt 35%
280 5 40% assets 11%
= Other fixed
1 30% liabilties 1%
270 Investment Minority equity
20% 31% 5%
260
10% Shareholders'
250 Other fixed equity 22%
1213 313E 3/14E 0% assels T
Source: Company data, IFIS (Feb 22), Citi Research. Source: Company data.
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Figure 18. ltochu: NP by segment (¥bn)

NP 312 313 3/14 315 3116 313 314 3115
Q1 Q2 Q3 Q4E| Q4CE. FYCE| FYRE| FYRE FYRE FYRE FYE FYE FYE
Textile 244 8.5 9.5 7.0 7.0 54 30.0 32.0 29.0 29.0 29.0 32.0 30.0 30.0
Machinery 23.1 5.8 8.8 7.0 6.0 7.6 30.0 28.0 26.C 28.0 30.0 29.0 271.0 271.0
Metals & Minerals 142.1 246 18.4 14.0 23.9 24.9 84.0 83.0 98.0 122.0 140.0 85.0 103.0 122.0
Energy and Chemical 37.8 8.3 6.7 5.7 23.4 314 45.0 37.0 48. 45.0 48.0 42.0 40.0 38.0
-Energy 20.1 5.1 28 5.2 16.5 23.3 26.0 19.2 32.0 29.0 32.0 24.0 25.0 23.0
+Chemicals 17.7 32 3.9 39 7.0 8.0 19.0 18.0 16.0 16.0 16.0 18.0 15.0 15.0
Foods 43.8 10.9 14.4 9.7 9.0 5.7 44.0 47.0 50.0 52.0 53.0 44.0 50.0 52.0
ICT, General Products & Realty 37.6 8.4 15.0 8.6 138 9.8 46.0 50.0 46.0 46.0 47.0 45.0 440 450
-ICT 16.8 32 44 43 3.8 5.6 175 15.7 17.0 17.0 18.0 15.6 17.0 17.0
-Real estate, insurance, logistics 17.7 31 53 6.0 7.0 5.1 19.5 214 18.0 18.0 18.0 18.4 17.0 18.0
+ Construction, finance 3.1 2.1 53 26 3.0 -1.0 9.0 13.0 11.0 11.0 11.0 11.0 10.0 10.0
Adjustments/eliminations -8.3 4.0 -1.2 0.0 90| -128 1.0 5.0 0.0 0.0 0.0 3.0 0.0 0.0
Total 300.5 70.7 71.6 52.0 73.9 719| 280.0| 282.0| 297.0 3220 347.0] 280.0 294.0 314.0

Source: Company data, Citi Research.

Figure 19. ltochu: Our segment NP forecasts (¥bn)

3/07 3/08 3/09 3/10 311 312 3M3RE 3M4RE  3/15RE 313E 3/14E 3/15E

Resource 80.7 88.8 99.9 63.0 102.4 149.2 90.2 118.0 139.0 97.0 116.0 133.0
#Coal 329 18.8 2.9 14.2 29.0 11.9 20.8 304
#lron Ore 723 1104 61.7 71.8 81.1 60.1 69.6 78.9
#Copper 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
#0il & Gas 2.8 20.1 19.2 32.0 29.0 24.0 25.0 23.0
#Other resource -1.0 0.0 6.4 0.0 0.1 1.0 0.6 0.7
Non-resource 96.4 128.5 65.5 65.2 58.6 151.2 191.8 179.0 183.0 183.0 178.0 181.0
#Machinery 21.1 214 -155 37 10.3 23.1 28.0 26.0 28.0 29.0 27.0 27.0
#Material 124 324 27.8 19.6 27.0 39.C 37.9 36.5 36.5 37.8 35% 355
#Living 34.0 68.7 55.9 54.3 30.2 974 121.2 116.5 118.5 113.2 115.5 118.5
#Others 28.8 6.1 2.8 -12.4 9.0 8.3 4.8 0.0 0.0 3.0 0.0 0.0
Total 177.1 217.3 165.4 128.2 161.0 300.5 282.0 297.0 322.0 280.0 294.0 314.0
(Breakdown)

Non-resource 54% 59% 40% 51% 36% 50% 68% 60% 57% 65% 61% 58%
Resource 46% 41% 60% 49% 64% 50% 32% 40% 43% 35% 39% 42%

Source: Company data, Citi Research (actuals include some estimates).
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Company Focus

B Company Update
B Target Price Change
B Estimate Change

Buy 1
Price (27 Feb 13) ¥670
Target price ¥790
from ¥800

Expected share price return 17.9%
Expected dividend yield 3.7%
Expected total return 21.6%
Market Cap ¥1,163,173M

US$12,646M

Price Performance

(RIC: 8002.T, BB: 8002 JP)
PY
650
600
550
500
450 o
31 30 30
Mar Jun Sep

31
Dec

Citi Research

Marubeni (8002)

Maintaining Buy: Focus on balance between asset growth and
balance sheet improvement

® Conclusion — We revise our forecasts for Marubeni and lower our target price
slightly, to ¥790 (FY3/14E PBR of ¢c1.05x) from ¥800 (c1.1x our previous FY3/14
BPS forecast). We maintain our Buy rating. Due to yen weakening and rising
share prices, our FY3/14 BPS forecast increases by about 6%, and even though
we have cut our target multiple slightly to reflect lower RoE resulting from higher
net assets, we still consider the shares undervalued.

B FY3/13E — We raise our FY3/13 NP forecast slightly, to ¥205bn (+19% YoY)
from ¥204bn. We lower our estimates for foods and retail (—¥3bn), metals and
mineral resources (—¥2bn), and overseas subsidiaries and branches (—¥2.5bn),
but increase our estimates for the lifestyle business (+¥2bn), transportation
machinery (+¥4bn), and power projects and infrastructure (+¥2bn). We think NP
guidance of ¥200bn is achievable.

B FY3/14E — We lower our FY3/14 NP forecast slightly, to ¥214bn (+4.4% YoY)
from ¥215bn. We adjust our forex assumption to ¥90/$ from ¥85/$, but we also
factor in the drop-out of one-off gains in FY3/13 and progress toward targets
through Q3. By segment, we revise down for metals and mineral resources (in
light of our FY3/13 downward revision and current resource prices) and for foods
and retail and forest products, while we raise our estimates for energy (yen
weakening, prevailing oil price effects) and for transportation machinery, among
others. We expect YoY profit growth in segments including foods (new
consolidation of Gavilon) and energy (yen weakening, falling oil prices) to exceed
profit declines in areas such as metals and minerals (higher costs in copper) and
transportation machinery (dropout of one-time gains).

® Outlook — We will be interested to see if there are measures in the next
medium-term plan, due out in May, that might allow Marubeni to achieve both
asset growth and balance-sheet improvement. Another important point is
progress a year down the road for projects in which the company has decided to
invest, such as Gavilon and the Roy Hill iron ore project.

Consol. Sales Pretax Profit NP EPS PE

™ YOY (%) ™ YOY (%) ™ YOY (%) ¥ X
3IMA 9,020,468 13.3 135,765 1.3 136,541 433 79 85
3/12A 10,584,393 17.3 179,455 322 172,125 26.1 99 6.8
3/13CE 10,600,000 0.1 275,000 53.2 200,000 16.2 115 58
313E 10,542,000 0.4 191,900 6.9 204,000 18.5 17 5.7
3/13RE 10,523,000 -0.6 191,700 6.8 205,000 19.1 118 5.7
3M14E 11,953,000 134 217,700 134 215,000 54 124 54
3/14RE 11,979,000 13.8 215,100 12.2 214,000 44 123 54
3/15E 12,072,000 1.0 228,700 5.1 225,000 47 130 5.2
3/15RE 12,115,000 1.1 229,300 6.6 228,000 6.5 131 5.1

A: Actuals, E: Citi Research Ests, CE: Co. Ests, RE: Citi Research Revised Ests, CRE: Co. Revised Ests, NA: Not Available, NM: Not Meaningful
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8002.T: Fiscal year end 31-Mar

Price: ¥670; TP: ¥790; Market Cap: ¥1,163,173m; Recomm: Buy

Profit & Loss (¥m) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E
Sales revenue 9,020,468 10,584,393 10,523,000 11,979,000 12,115,000 PE (x) 8.5 6.8 5.7 54 5.1
Cost of sales -8,498,316 -10,042,939 -9,979,000 -11,414,000 -11,545,000 PB (x) 1.5 14 1.0 0.9 0.8
Gross profit 522,152 541,454 544,000 565,000 570,000 EV/EBITDA (x) 74 6.6 6.5 55 5.0
Gross Margin (%) 58 5.1 52 47 4.7 FCF yield (%) 6.2 4.0 -23.0 -4.5 22
EBITDA (Adj) 217,916 229,826 224,000 248,000 253,000 Dividend yield (%) 1.8 3.0 37 37 39
EBITDA Margin (Adj) (%) 24 22 21 2.1 2.1 Payout ratio (%) 15 20 21 20 20
Depreciation 72,142 72,511 -74,000 -77,000 -77,000 ROE (%) 18.0 21.2 209 177 16.3
Amortisation 0 0 0 0 0 Cashflow (¥m) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 145,774 157,315 150,000 171,000 176,000 EBITDA 217,916 229,826 224,000 248,000 253,000
EBIT Margin (Adj) (%) 1.6 15 14 1.4 1.5 Working capital -13,626 -99,816 -8,000 -66,000 -7,000
Net interest 1,067 9,541 -1,000 -1,000 0 Other 5,754 42,589 16,000 6,000 12,000
Non-op/Except -11,076 12,599 42,700 45,100 53,300 Operating cashflow 210,044 172,599 232,000 188,000 258,000
PreTax Profit 135,765 179,455 191,700 215,100 229,300 Capex -138,415 125891  -500,000  -240,000  -232,000
Tax 64,539 -83,949 -72,000 -85,000 -90,000 Net acq/disposals 21548  -128,291 0 0 0
Extraord./Min.Int./Pref.div. 65,315 76,619 85,300 83,900 88,700 Other -11,628 -19,507 0 0 0
Reported net profit 136,541 172,125 205,000 214,000 228,000 Investing cashflow -128,495  -273,689  -500,000  -240,000  -232,000
Net Margin (%) 1.5 1.6 1.9 1.8 1.9 Dividends paid -18,234 -28,654 -35,000 -43,000 -43,000
Core NPAT 136,541 172,125 205,000 214,000 228,000 Financing cashflow -17,010 171,913 149,000 26,000 -26,000
Per share data 2011 2012 2013E 2014E 2015E Net change in cash 45,214 61,309  -119,000 -26,000 0
Reported EPS (¥) 79 99 118 123 131 Free cashflow to stholders 71,629 46,708  -268,000 -52,000 26,000
Core EPS (¥) 79 99 118 123 131 Other Index (Ymn or %) 2011 2012 2013E 2014E 2015E
EPS* (¥) 79 99 118 123 131 tNOPAT 166,055 186,427 197,000 209,000 223,000
DPS (¥) 12 20 25 25 26 tBusinessProfit 229,123 250,720 263,000 282,000 293,000
CFPS (¥) 121 99 134 108 149 tEBITDA 301,265 323,231 337,000 359,000 370,000
FCFPS (¥) 4 27 -154 -30 15 tROIC (%) 6.1 6.5 6.1 58 5.8
BVPS (¥) 446 491 640 754 860 OOIC (%) 77 6.1 72 5.2 6.7
Wtd avg ord shares (m) 1,736 1,736 1,736 1,736 1,736
Wtd avg diluted shares (m) 1,736 1,736 1,736 1,736 1,736
Growth rates 2011 2012 2013E 2014E 2015E
Sales revenue (%) 133 173 -0.6 138 1.1
EBIT (Adj) (%) 22.6 79 -4.6 14.0 29
Core NPAT (%) 43.3 26.1 19.1 44 6.5
Core EPS (%) 43.3 26.1 19.1 44 6.5
Balance Sheet (¥m) 2011 2012 2013E 2014E 2015E
Cash & cash equiv. 644,060 729,718 700,000 700,000 700,000
Accounts receivables 987,404 1,120,170 1,179,000 1,342,000 1,357,000
Inventory 372,156 443,186 439,000 502,000 508,000
Net fixed & other tangibles 795,420 793,894 970,000 1,013,000 1,052,000
Goodwill & intangibles 85,406 85,815 86,000 86,000 86,000
Financial & other assets 1,794,643 1,957,104 2,251,000 2,413,000 2,574,000
Total assets 4,679,089 5,129,887 5,625,000 6,056,000 6,277,000
Accounts payable 936,693 1,060,746 1,107,000 1,267,000 1,281,000
Short-term debt 354,163 334,888 443,000 782,000 482,000
Long-term debt 2,021,241 2,268552 2,344,000 2,074,000 2,391,000
Provisions & other liab 535,262 549,931 550,000 550,000 550,000
Total liabilities 3,847,359 4,214,117 4,444,000 4,673,000 4,704,000
Shareholders' equity 773,592 852,172 1,112,000 1,309,000 1,494,000
Minority interests 58,138 63,598 69,000 74,000 79,000
Total equity 831,730 915,770 1,181,000 1,383,000 1,573,000
Net debt 1,731,344 1,873,722 2,087,000 2,156,000 2,173,000
Net debt to equity (%) 208.2 204.6 176.7 155.9 138.1
Note: Consolidated data. * EPS: NP/Est Shares OS.
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com \
@dataCentral
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Marubeni (8002) Investment Dashboard

Reasons to Buy
m Profits (1): Only company for which we
forecast profit growth in FY3/13

B Profits (2): We anticipate growth in
FY3/14

B Strategy: Gavilon acquisition, etc.,
should mean non-resource businesses
drive earnings growth

Sales breakdown (FY3/12)

By product
Finance, ~ Overseas  Foods &
Logistics &~ corporate [ Retail 8% Lifestyle 3%
IT business | subsidiaries Forest
Plant& 3% & branches Products
Industrial 1%
machinery Chemicals

3%
Power

Projects &
Infrastruc-

ture 12%

Trans- Metals &
portation Mineral
Machinery Resources

8% 27%

Source: Company data, Citi Research.

By segment

Resource

Material
9%

45%

Business portfolio NP by segment
ROA <3/12 Results> (¥bn) mmm Corporate & elimination efc.
10% Metals & Mineral 300 [ Overseas corporate subsidiaries & branches
8% Resourges Fl.na.nce' 250 I Finance, Logistics & IT business
) Logistics & IT ‘ .
6% Chemicals Power Projects & business 200 [ Plant& Industrial machinery
Lifestyle Infrastructure Overseas B Power Projects & Infrastructure
4% T corp.orgte 150 I Transportation Machinery
Energy LT subsidiaries & !
2% / branches 100 = Metals & Mineral Resources
Foods Yy L I Energy
0% 1*\ f f f f 50 )
) Forest Products  Transportation  Plant & Industrial [ Chemicals
2% 1 Machinery machinery ~ Corporate & 0 I Forest Products
4% eliminationetc. | 5 == Likstye
0.0 1.0 20 3.0 40 5.0 6.0 © - o w w w w w w [CIFoods&Retai
S 5532 ek
Assets (¥tn) S S S,
Source: Company data, Citi Research. Source: Company data, Citi Research.
Alternate scenario: A more bearish case NP forecast comparison Balance sheet (end-FY3/13 Q2)
m Non-resource businesses: Damage to 4 |FIS Consensus o Citi Research Estimate 100%
food and grain businesses due to bad | * Results * Company Estimate o
weather (¥on)
250 80%
m Resources: Decline in the price of :
. . . 70%
copper, to which exposure is relatively 200 8 L
high ° 60%
m Balance sheet: A rapid increase in 150 50%
interest ment: to higher rat Tangible Long-term
erest payments due to gher rates 40% assets 13% debt 45%
100
30% Other fixed
Investment liabilties 2%
50 20% 32% v -
o Intangible  other fixed Minori equy
0 10% Assels 3% assets 2% Shareholders' 1%
M i equity 17%
1213 3M3E 3/14E 0% i
Source: Company data, IFIS (Feb 22), Citi Research. Source: Company data.
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Figure 20. Marubeni: NP by segment (¥bn)

NP 312 313 3/14 3115 3/16 313 3114 3115
Qt Q2 Q3 Q4E| Q4CE FYCE| FYRE| FYRE FYRE FYRE, FYE FYE FYE
Foods & Retail 14.0 3.1 -0.4 4.0 4.1 5.6 9.5 8.0 27.0 28.0 29.0 11.0 30.0 31.0
Lifestyle 6.1 1.2 1.8 2.0 41 4.6 9.5 9.0 7.0 7.0 7.0 7.0 7.0 7.0
Forest Products 2.0 1.0 -0.8 0.0 -0.9 0.1 0.0 -1.0 1.4 1.7 1.8 0.0 3.1 3.3
Chemicals 7.5 19 2.6 1.5 1.8 1.8 7.5 7.5 8.0 8.0 8.0 8.0 7.0 7.0
Energy 40.9 12.6 9.1 6.7 9.0 6.0 37.0 40.0 44.0 44.0 49.0 40.0 37.0 39.0
Metals & Mineral Resources 49.3 16.5 12.8 10.5 12.2 12.7 52.5 52.0 51.0 61.C 89.0 54.0 57.0 64.0
Transportation Machinery 14.3 43 48 45 45 2.0 20.5 23.0 215 22.0 225 19.0 18.0 18.5
Power Projects & Infrastructure 214 75 47 5.3 47 47 25.0 25.0 2(185 24.0 26.0 230 22.5 23.0
Plant & Industrial machinery 6.1 1.4 0.3 2.0 5.5 55 10.0 10.0 9.0 8.0 8.0 10.0 9.0 8.0
Finance, Logistics & IT business 5.3 1.7 3.3 1.6 3.1 3.1 10.0 10.0 9.0 915 9.5 10.0 10.0 10.5
Overseas corporate subsidiaries &
branches 11 A7 104 40 59 78 215 190 200 200 200 M5 205 205
Corporate & elimination etc. -10.9 -0.4 4.2 2.0 -1.2 -6.3 -3.0 2.1 -54 -5.2 -5.8 0.6 5.8 6.5
Total 1721 52.4 52.9 40.1 52.6 476 2000 2050 2140 228.0 264.00 2040 2150 225.0

Source: Company data, Citi Research.

Figure 21. Marubeni: Our segment NP forecasts (¥bn)

3/07 3/08 3/09 3/10 311 312 3M3RE 3M4RE  3/15RE 3/13E 3/14E 3/15E
Resource 56.1 60.4 734 524 56.0 79.2 81.0 84.0 94.0 83.0 83.0 92.0
#Coal 24 16.1 10.3 17.2 229 13.5 16.4 29.4 16.8 23.0 29.9
#lron Ore 0.0 0.0 0.0 0.0 0.C 0.0 0.0 0.0 0.0 0.0 0.0
#Copper 14.4 5.6 7.8 113 14.9 25.6 25.6 24.4 24.5 229 23.2
#0il & Gas 19.3 45.0 29.1 20.5 30.¢ 33.1 36.9 36.6 30.5 27.6 20.6
#Other resource 243 6.7 52 7.0 10.5 8.8 5.1 3.6 11.2 9.5 9.3
Non-resource 63.2 86.8 37.8 42.9 80.5 92.¢ 31.0 31.0 31.0 121.0 132.0 133.0
#Machinery 18.0 311 23.1 235 314 418 58.0 52.0 54.0 52.0 495 495
#Material 11.0 254 20.3 8.7 24.0 26.2 23.8 28.0 27.9 24.1 26.2 26.4
#Living 12.2 12.6 -12.0 8.8 234 25.3 27.0 43.0 445 28.0 47.0 48.5
#Others 22.0 17.8 6.4 2.0 1.7 04 15.2 7.0 7.6 16.9 9.3 8.6
Total 119.3 147.2 111.2 95.3 136.5 1721 205.0 214.0 228.0 204.0 215.0 225.0
Breakdown
Non-resource 53% 59% 34% 45% 59% 54% 60% 61% 59% 59% 61% 59%
Resource 47% 41% 66% 55% 41% 46% 40% 39% 41% 41% 39% 41%

Source: Company data, Citi Research (actuals include some estimates).
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Mitsui & Co. (8031)

Upgrading to Buy: Increasingly undervalued on yen weakness
and equity strength

® Upgrading to Buy — We revise our forecasts and raise our target price to
¥1,650 (FY3/14E PBR of c0.9x, unchanged) from ¥1,500 (c0.9x our previous
FY3/14 forecast). We raise our NP forecasts for FY3/14 and out, factoring in a
weaker yen, and raise our FY3/14 BPS estimate by almost 7% to reflect a
weaker yen and stock market gains. Our new forecasts put the shares on a
FY3/14 PBR of 0.75x versus RoE of more than 11%. We believe this valuation is
compelling and upgrade to Buy from Neutral.

B FY3/13E — We edge up our NP forecast to ¥316bn (—27% YoY) from ¥315bn. By
segment, we lower forecasts for iron and steel products (by ¥12bn) and for
chemicals (by ¥3bn) in light of one-off losses, but revise up for mineral and metal
resources (by ¥7bn), for energy (by ¥5bn), and for lifestyle (by ¥5bn) to reflect
the impact of a weaker yen and one-off profits. NP guidance is ¥310bn.

B FY3/14E — We raise our NP forecast to ¥358bn (+13% YoY) from ¥340bn to
reflect a change to our forex assumption (to ¥90/$ from ¥85/$) and recent
resource price trends. By segment, we revise up for mineral and metal resources
(by ¥10bn) and energy (by ¥13bn). On a YoY basis, we forecast growth for
mineral and metal resources (weaker yen, one-off losses dropping out), iron and
steel products (one-off losses dropping out), and machinery and infrastructure
(valuation losses on IPP derivatives dropping out), but a decline for energy (lower
oil prices) and lifestyle (dropout of sales gains in the previous period).

B Outlook — As a company likely in our view to maintain NP of more than ¥300bn
and RoE of more than 11% despite adverse macro conditions (forex, resources
prices, etc.), we believe Mitsui & Co. is undervalued on a PBR below 1x. If in
addition to growing NP, Mitsui & Co. makes announcements that further reassure
investors—for example, 1) that it will not hesitate to implement share buybacks
and other measures to achieve its medium-term plan RoE target and 2) it will
maintain a 25% or greater dividend payout ratio even during profit slumps to
show consideration to shareholders—we would expect valuations to rise over the
medium term.

Consol. Sales Pretax Profit NP EPS PE

™ YOY (%) ™ YOY (%) ™ YOY (%) ¥ X
3IMA 9,942,472 6.2 272,697 116.4 306,659 104.8 168 8.1
3/12A 10,481,166 54 413,211 51.5 434,497 4.7 238 57
3/13CE na na 300,000 274 310,000 -28.7 170 8.0
313E 10,120,000 3.4 302,000 -26.9 315,000 215 173 7.9
3/13RE 10,160,000 3.1 268,000 -35.1 316,000 27.3 173 7.9
3M14E 10,160,000 0.4 302,000 0.0 340,000 79 186 73
3/14RE 10,200,000 0.4 292,000 9.0 358,000 13.3 196 7.0
3/15E 10,140,000 0.2 283,000 6.3 354,000 4.1 194 7.0
3/15RE 10,220,000 0.2 279,000 45 376,000 5.0 206 6.6

A: Actuals, E: Citi Research Ests, CE: Co. Ests, RE: Citi Research Revised Ests, CRE: Co. Revised Ests, NA: Not Available, NM: Not Meaningful
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8031.T: Fiscal year end 31-Mar

Price: ¥1,365; TP: ¥1,650; Market Cap: ¥2,491,049m; Recomm: Buy

Profit & Loss (¥m) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E
Sales revenue 9,942,472 10,481,166 10,160,000 10,200,000 10,220,000 PE (x) 8.1 57 7.9 7.0 6.6
Cost of sales -9,083,249 -9,602,887 -9,329,000 -9,338,000 -9,360,000 PB (x) 11 0.9 08 0.7 0.7
Gross profit 859,223 878,279 831,000 862,000 860,000 EV/EBITDA (x) 35 31 36 28 22
Gross Margin (%) 8.6 8.4 8.2 85 8.4 FCF yield (%) 1.5 24 9.6 3.1 2.6
EBITDA (Adj) 464,391 501,859 429,000 474,000 480,000 Dividend yield (%) 34 4.0 32 36 338
EBITDA Margin (Adj) (%) 47 48 42 46 4.7 Payout ratio (%) 28 23 25 25 25
Depreciation -147,388  -153475  -160,000  -160,000 -160,000 ROE (%) 13.3 174 1.1 11.2 10.8
Amortisation 0 0 0 0 0 Cashflow (¥m) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 317,003 348,384 269,000 314,000 320,000 EBITDA 464,391 501,859 429,000 474,000 480,000
EBIT Margin (Adj) (%) 32 33 26 3.1 3.1 Working capital -79,416  -127,931 92,000 -6,000 -3,000
Net interest 50,303 81,021 68,000 57,000 57,000 Other 119,499 7,056 -11,000 -40,000 -44,000
Non-op/Except -94,609 -16,194 -69,000 -79,000 -98,000 Operating cashflow 504,474 380,984 510,000 428,000 433,000
PreTax Profit 272,697 413,211 268,000 292,000 279,000 Capex -468,227 439,760  -750,000  -350,000  -368,000
Tax -203,901 -172,622  -143,000  -156,000  -149,000 Net acq/disposals -545 2,718 0 0 0
Extraord./Min.Int./Pref.div. 237,863 193,908 191,000 222,000 246,000 Other -15,249 -1,149 0 0 0
Reported net profit 306,659 434,497 316,000 358,000 376,000 Investing cashflow -484,021  -438,191  -750,000  -350,000  -368,000
Net Margin (%) 31 41 31 35 3.7 Dividends paid -56,589 98,571  -100,000 -80,000 -89,000
Core NPAT 306,659 434,497 316,000 358,000 376,000 Financing cashflow 33,820 57,394 203,000 -78,000 -65,000
Per share data 2011 2012 2013E 2014E 2015E Net change in cash 39,660 9,947 -37,000 0 0
Reported EPS (¥) 168 238 173 196 206 Free cashflow to s/holders 36,247 -58,776  -240,000 78,000 65,000
Core EPS (¥) 168 238 173 196 206 Other Index (Ymn or %) 2011 2012 2013E 2014E 2015E
EPS* (¥) 168 238 173 196 206 tNOPAT 339,465 499,688 390,000 433,000 457,000
DPS (¥) 47 55 44 49 52 tBusinessProfit 627,910 691,689 595,000 649,000 672,000
CFPS (¥) 276 209 279 235 237 tEBITDA 775,298 845,164 755,000 809,000 832,000
FCFPS (¥) 20 -32 -132 43 36 tROIC (%) 6.5 8.9 6.3 6.4 6.5
BVPS (¥) 1,297 1,447 1,677 1,830 1,987 OOIC (%) 9.6 6.8 8.2 6.3 6.1
Wtd avg ord shares (m) 1,825 1,825 1,825 1,825 1,825
Wtd avg diluted shares (m) 1,825 1,825 1,825 1,825 1,825
Growth rates 2011 2012 2013E 2014E 2015E
Sales revenue (%) 6.2 54 -341 0.4 0.2
EBIT (Adj) (%) 119.4 9.9 -22.8 16.7 19
Core NPAT (%) 104.8 417 273 13.3 5.0
Core EPS (%) 104.8 417 273 13.3 5.0
Balance Sheet (¥m) 2011 2012 2013E 2014E 2015E
Cash & cash equiv. 1,449,235 1,436,329 1,400,000 1,400,000 1,400,000
Accounts receivables 1,921,286 2,055,661 1,984,000 1,991,000 1,995,000
Inventory 467,355 515,758 507,000 507,000 509,000
Net fixed & other tangibles 1,067,533 1,283,522 1,601,000 1,616,000 1,640,000
Goodwill & intangibles 87,525 110,307 110,000 110,000 110,000
Financial & other assets 3,615,190 3,610,246 4,164,000 4,446,000 4,754,000
Total assets 8,598,124 9,011,823 9,766,000 10,070,000 10,408,000
Accounts payable 1,316,772 1,342,343 1,354,000 1,355,000 1,358,000
Short-term debt 558,945 679,789 652,000 641,000 557,000
Long-term debt 2,818,529 2,898,218 3,229,000 3,242,000 3,350,000
Provisions & other liab 1,350,544 1,230,663 1,231,000 1,231,000 1,231,000
Total liabilities 6,044,790 6,151,013 6,466,000 6,469,000 6,496,000
Shareholders' equity 2,366,192 2,641,318 3,061,000 3,339,000 3,626,000
Minority interests 187,142 219,492 239,000 262,000 286,000
Total equity 2,553,334 2,860,810 3,300,000 3,601,000 3,912,000
Net debt 1,928,239 2,141,678 2,481,000 2,483,000 2,507,000
Net debt to equity (%) 75.5 74.9 75.2 69.0 64.1
Note: Consolidated data. * EPS: NP/Est Shares OS.
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com \
@dataCentral
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Mitsui & Co. (8031) Investment Dashboard

Reasons to Buy

NP breakdown (FY3/12)

m Profits: We look for growth in FY3/14 By segment By resource and non-resource fields
Europe, the Asia Pacific
B Valuations: The shares look Americas Middle 9% ron &
undervalued on an FY3/14E PBR of 3% Eastand Steel

Africa 0%

0.75x versus an FY3/14E RoE of
11%+
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& Cross
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m Growth potential: Long-term profit 6%

growth likely given strong cost
competitiveness in iron ore as well as
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Source: Company data, Citi Research.
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Figure 22. Mitsui & Co.: NP by segment (¥bn)

NP 312 313 314 315 316 313 314 315

a1 Q2 Q3 Q4E Q4CE. FYCE FYRE, FYRE FYRE FYRE| FYE FYE FYE
Iron & Steel Products 9.5 -1.9 1.1 1.0 -2.9 10.1 3.0 -10.0 6.0 6.0 7.0 2.0 5.0 6.0
Mineral & Metal Resources 201.3 303 193 270 313 233 1000 1080 1260 1490 1520 101.0 1160  140.0
Machinery & Infrastructure 177 4.3 46 40 5.0 40 170 180 250 260 280 170 220 250
Chemical 9.1 1.4 241 15 19 49 20 10 70 100 140 2.0 80 110
Energy 188.1 563 226 230 180 100, 1300 1380 1350 1160 11200 1330 1220  99.0
Lifestyle 17.0 25 24 5.0 2.1 29 130 180 150 180 180 130 170 190
Innovation & Cross Function -32.2 34 26 -0.9 15 0.5 9.0 10.0 4.0 4.0 4.0 7.0 5.0 5.0
Americas 164 3.7 5.1 40 46 36 170 180/ 160 160 160 180 150 150
Europe, the Middle East and Africa 1.2 0.0 -0.5 0.0 08 0.8 0.0 0.0 1.0 1.0 2.0 0.0 2.0 2.0
Asia Pacific 49.2 89 7.9 45 0.2 42 270 230 270 340 360 220 280 320
Others -42.7 -4.1 07 0.0 -0.3 2.3 -8.0 -6.0 -4.0 -4.0 -4.0 0.0 0.0 0.0
Total 4345 1044 651 691 621 564 31000 31600 3580 3760 3850 3150 3400 354.0

Source: Company data, Citi Research.

Figure 23. Mitsui & Co.: Our segment NP forecasts (¥bn)

3/07 3/08 3/09 3/10 311 312 3M3RE 3M4RE  3/15RE 3/13E 3/14E 3/15E
NP
Resource 204.0 323.7 273.3 161.9 263.9 4391 269.0 288.0 299.0 256.0 266.0 271.0
#Coal 134 23.6 29.6 9.7 -1.9 13.4 -5.8 6.2 12.0
#lron QOre 67.6 186.3 236k 145.7 159.4 171.7 132.9 146.7 160.5
#Copper 8.6 9.5 7.2 10.1 16.4 24.6 10.4 13.7 214
#0il & Gas 70.1 31.3 158.5 147.7 136.9 102.6 138.8 115.8 87.0
#Other resource 2.2 13.2 104 -24.8 -22.8 -13.3 -20.3 -16.4 -9.9
Non-resource 105.5 86.4 -95.7 -12.2 42.9 4.7 47.0 70.0 77.0 59.0 74.0 83.0
#Machinery 33.6 344 21.8 20.4 43.0 22.3 18.0 25.0 26.0 17.0 22.0 25.0
#Material 39.9 38.5 -15.0 18.9 36.0 28.1 -11.0 13.0 16.0 4.0 13.0 17.0
#Living 43 16.4 -23.6 -19.0 6.2 -13.9 28.0 19.0 22.0 20.0 220 24.0
#Others 19.8 -3.1 -79.0 -32.5 -42.3 -41.1 12.0 13.0 13.0 18.0 17.0 17.0
Total 301.5 410.0 1776 149.7 306.7 4345 316.0 358.0 376.0 315.0 340.0 354.0
Breakdown
Non-resource 38% 25% -22% 2% 14% 6% 13% 22% 23% 19% 23% 25%
Resource 62% 75% 122% 98% 86% 94% 87% 78% 7% 81% 7% 75%

Source: Company data, Citi Research (actuals include some estimates).
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Sumitomo Corp. (8053)
Upgrading to Buy: Bad news exhausted, dividend yield high

® Upgrading to Buy — We revise our forecasts and raise our target price to
¥1,300 (FY3/14E PBR of c0.75x, unchanged) from ¥1,200 (PBR of c0.75x on our
previous FY3/14 BPS forecast). We upgrade to Buy from Neutral. We are bullish
as 1) we raise our FY3/14 BPS estimate to reflect a weaker yen and equity gains;
2) a dividend yield above 4% is the highest of the five trading companies we
cover; 3) our FY3/14 forecasts put the shares on a PBR of less than 0.7x versus
a double-digit RoE, which we view as compelling; and 4) we believe the cuts to
guidance announced with Q3 results exhaust bad news. Also, we forecast a profit
overshoot in FY3/13 and profit growth in FY3/14.

B FY3/13E — We lower our NP forecast to ¥235bn (—6.3% YoY) from ¥243bn. We
do so mainly because we revise down for the others segment (companywide)
based on progress through Q3 and the company’s downward revisions. By
segment, we maintain our forecast for YoY profit growth for media network &
lifestyle retail (profit on the sale of the shopping channel) and infrastructure
(contribution of new IPP projects), but forecast profit declines for mineral
resources and chemicals (decline in resource prices, one-off costs related to
mines in Australia).

B FY3/14E — Our NP forecast is unchanged at ¥243bn (+3.4% YoY). We revise
our forex assumption to ¥90/$ from ¥85/$, but leave our forecast unchanged in
consideration of weak profits for resources/chemicals, lifestyle, construction, and
real estate in FY3/13. YoY, we forecast profit declines for media network &
lifestyle retail (gains on sales dropping out), and transportation and construction
(one-off profits dropping out), but profit growth for mineral resources and
chemicals (volume growth, rebound from one-off losses) and metal products
(recovery in steel demand in Asia)

® Outlook — Sumitomo Corp.’s resource profit weighting is low and the benefits of
a weaker yen should thus be small compared with other trading companies.
However, the market's hopes for ever-increasing profit growth from ever-
increasing resource prices have faded significantly, and in that sense Sumitomo
Corp.’s strategy of improving profitability via asset reshuffling would appear to be
the correct one. If the next medium-term plan includes profitability targets (RoE,
RolC, etc.) and the company announces it will aim to expand while remaining
selective about investment, market sentiment may improve. Also, further yen
weakening would likely strengthen competitiveness and profits in areas such as
steel, steel piping, and construction equipment.

Consol. Sales Pretax Profit NP EPS PE

™ YOY (%) ™ YOY (%) ™ YOY (%) ¥ X
3IMA 8,349,371 76 184,883 253 200,222 211 160 741
3/12A 8,273,043 0.9 230,759 248 250,669 252 200 5.6
3/13CE 8,100,000 2.1 357,000 54.7 260,000 3.7 208 54
3/13CRE 7,600,000 8.1 308,000 335 230,000 8.2 184 6.1
313E 8,000,000 3.3 231,500 0.3 243,000 3.1 194 58
3/13RE 8,000,000 -3.3 221,500 -4.0 235,000 6.3 188 6.0
3M14E 8,077,000 1.0 237,500 26 243,000 0.0 194 58
3/14RE 8,067,000 0.8 238,600 7.7 243,000 34 194 58
3/15E 8,289,000 26 250,700 5.6 262,000 78 209 54
3/15RE 8,290,000 28 262,700 10.1 276,000 13.6 221 5.1

A: Actuals, E: Citi Research Ests, CE: Co. Ests, RE: Citi Research Revised Ests, CRE: Co. Revised Ests, NA: Not Available, NM: Not Meaningful
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8053.T: Fiscal year end 31-Mar

Price: ¥1,129; TP: ¥1,300; Market Cap: ¥1,411,657m; Recomm: Buy

Profit & Loss (¥m) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E
Sales revenue 8,349,371 8,273,043 8,000,000 8,067,000 8290,000 PE (x) 741 56 6.0 58 5.1
Cost of sales 7,485,377 -7,354,218 -7,190,000 -7,293,000 -7,482,000 PB (x) 0.9 0.8 0.7 0.7 0.6
Gross profit 863,994 918,825 810,000 774,000 808,000 EV/EBITDA (x) 6.8 5.6 6.0 5.1 45
Gross Margin (%) 10.3 111 10.1 9.6 9.7 FCF yield (%) 9.7 9.9 44 3.0 3.0
EBITDA (Adj) 344,038 374,983 295,000 318,000 337,000 Dividend yield (%) 32 44 42 43 49
EBITDA Margin (Adj) (%) 4.1 45 37 39 4.1 Payout ratio (%) 22 25 25 25 25
Depreciation -160,553  -155,126 -86,000 -87,000 -90,000 ROE (%) 12.9 15.4 13.0 12.0 12.3
Amortisation 0 0 0 0 0 Cashflow (¥m) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 183,485 219,857 209,000 231,000 247,000 EBITDA 344,038 374,983 295,000 318,000 337,000
EBIT Margin (Adj) (%) 22 27 26 29 3.0 Working capital -121,429 119,985 -9,000 -8,000 -32,000
Net interest -8,079 -3,862 -4,000 -4,000 -3,000 Other -3,107 -64,581 -24,000 -33,000 -28,000
Non-op/Except 9,477 14,764 16,500 11,600 18,700 Operating cashflow 219,502 190,417 262,000 277,000 277,000
PreTax Profit 184,883 230,759 221,500 238,600 262,700 Capex -82,789 -49,953  -200,000  -235,000  -235,000
Tax -70,671 17,715 -77,000 -79,000 -90,000 Net acq/disposals -268,615 25,678 0 0 0
Extraord./Min.Int./Pref.div. 86,010 97,625 90,500 83,400 103,300 Other -117,974 -11,421 1,000 0 0
Reported net profit 200,222 250,669 235,000 243,000 276,000 Investing cashflow -469,378 -35,696  -199,000  -235,000  -235,000
Net Margin (%) 24 3.0 29 3.0 3.3 Dividends paid -38,752 -55,003 -63,000 -59,000 -61,000
Core NPAT 200,222 250,669 235,000 243,000 276,000 Financing cashflow 155,879 -33,273  -170,000 -72,000 -42,000
Per share data 2011 2012 2013E 2014E 2015E Net change in cash -109,975 117,602 -107,000 -30,000 0
Reported EPS (¥) 160 200 188 194 221 Free cashflow to s/holders 136,713 140,464 62,000 42,000 42,000
Core EPS (¥) 160 200 188 194 221 Other Index (Ymn or %) 2011 2012 2013E 2014E 2015E
EPS* (¥) 160 200 188 194 221 tNOPAT 218,401 256,622 172,220 143,520 185,820
DPS (¥) 36 50 47 49 55 tBusinessProfit 300,282 353,951 218,700 175,600 231,500
CFPS (¥) 176 152 209 221 221 tEBITDA 460,835 509,077 304,700 262,600 321,500
FCFPS (¥) 109 112 50 34 34 tROIC 45 5.2 35 28 35
BVPS (¥) 1,256 1,351 1,537 1,709 1,881 00IC 46 39 53 54 52
Wtd avg ord shares (m) 1,250 1,250 1,250 1,250 1,250
Wtd avg diluted shares (m) 1,251 1,251 1,251 1,251 1,251
Growth rates 2011 2012 2013E 2014E 2015E
Sales revenue (%) 76 0.9 -3.3 0.8 2.8
EBIT (Adj) (%) 52.2 19.8 -4.9 10.5 6.9
Core NPAT (%) 211 252 6.3 34 13.6
Core EPS (%) 211 252 6.3 34 136
Balance Sheet (¥m) 2011 2012 2013E 2014E 2015E
Cash & cash equiv. 716,381 847,634 800,000 800,000 800,000
Accounts receivables 1,511,442 1514360 1,489,000 1,502,000 1,543,000
Inventory 698,810 707,105 684,000 694,000 712,000
Net fixed & other tangibles 1,168,997 960,572 1,025,000 1,114,000 1,200,000
Goodwill & intangibles 348,993 331,618 332,000 332,000 332,000
Financial & other assets 2,785,879  2,865480 2,977,000 3,093,000 3,223,000
Total assets 7,230,502 7,226,769 7,307,000 7,535,000 7,810,000
Accounts payable 1,026,160 1,102,326 1,045,000 1,060,000 1,087,000
Short-term debt 850,435 632,267 641,000 649,000 681,000
Long-term debt 2,916,963 2,981,548 2,866,000 2,845,000 2,832,000
Provisions & other liab 754,854 709,440 709,000 709,000 709,000
Total liabilities 5,548,412 5425581 5,261,000 5,263,000 5,309,000
Shareholders' equity 1,570,468 1,689,056 1,922,000 2,136,000 2,351,000
Minority interests 111,622 112,132 124,000 136,000 150,000
Total equity 1,682,090 1,801,188 2,046,000 2,272,000 2,501,000
Net debt 3,051,017 2,766,181 2,707,000 2,694,000 2,713,000
Net debt to equity (%) 181.4 153.6 132.3 118.6 108.5
Note: Consolidated data. * EPS: NP/Est Shares OS.
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com \
@dataCentral
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Sumitomo Corp. (8053) Investment Dashboard

Reasons to Buy

| Profits: We look for profit growth in
FY3/14

m Valuations (1): Highest yield of the five

trading companies we cover

2%

Infrastruc-

NP breakdown (FY3/12)
By segment By product
Metal ~ Transportati
Products on& \
Domestic ~ Overseas 6%  Constructio Others Coal 8% on
Branches 19% n Systems 22% ron Ore

8%

B Valuations (2): FY3/14E PBR below |n§§:tlry ure 4% Copper 9%
0.7x looks undervalued versus double- |  Developme Media, Oil & Gas
digit RoE nt & Cross- Network & 2%

function 6% Lifestyle Other
; ; ; Retail 119 iving 199
® Earnings power in a wide range of Generl M,e a'l h Living 19% resource
X . ineral o
fields appealing Products & Resources, ) "
Real Estate Energy, Material Macthery
G Chemical & 9% 16%
Electronics
34%
Source: Company data, Citi Research.
Business portfolio NP by segment
ROA <3/12 Results> (¥bn) 1 Overseas
10% Mineral New Industry 350 mmm Domestic Branches
8% I Transportation & Resources, [(;?Z::?lmig;ﬁ 300 -zi‘gﬁr:usw Development & Cross-
Construction Erfergy, Chem cal i 250 1 General Products & Real Estate
6% [ Systems & Electronics é)ome:tlc
ranches . .
Media, Network & Genbral Products 200 - gllzcetr[a)lniizsources, Energy, Chemical &
4% Lifestyle Re}ail & Real Estate o 150 [ Media, Network & Lieste Retail
| verseas
2% Methl I 1 l 100 Jinfrastructure
0 Prodycts 1, ‘ 50 == Transportation & Construction Systems
0
Infrastrulcture \C°’_p‘_’fa‘? and 0 I Metal Products
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Source: Company data, Citi Research. Source: Company data, Citi Research.

Alternate scenario: A more bearish case NP forecast comparison Balance sheet (end-FY3/13 Q2)

m Resources: Afall in prices for coal, iron | * IFIS Consensus © Citi Research Estimate | 100%
ore, and copper, to which Sumitomo ¢ ;esults = Company Esfimate o
Corp. is highly exposed (¥bn)

260 80%
B Business sentiment: If business 255
. . 70%
sentiment were to improve sharply, the | 55, | . liabties 6%
high yield could look less appealing o5 | 60%
o | Oth t : Long-term
240 Rl b azsgl;'; debt41%
F 40%
235 Other fixed
230 30% — |Iab|||'.lfs 3%
L 35%
225 we | Minority equty
L Intangible 2%
220 10% Assets 3% Shareholders'
215 ° ¥ equity 24%
Other fixed
12/3 313E 3M4E 0% assets 6%
Source: Company data, IFIS (Feb 22), Citi Research. Source: Company data.
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Figure 24. Sumitomo Corp.: NP by segment (¥bn)

NP 312 313 314 315 316 313 314 315
Q1 Q2 Q3 Q4 Q4CE FYCE| FYRE| FYRE FYRE FYRE| FYE FYE FYE
Metal Products 154 40 34 34 44 N NAl 155 170 200 2200 145 160 175
gyasqggg”a“m & Construction 296 95 7.3 77 56 NA NA 330 310  34C 355 320 320 320
Infrastructure 10.0 15 32 43 57 NA  NA 150 165 170 176 150 150 155
Media, Network & Lifestyle Retail 298 50 375 5.3 53 NA  NA 57.00 250 270 290 530 240 240
Mineral Resources, Energy, 808 129 93 118 90 NA  NA 410 640 840 980 430 660 820
Chemical & Electronics
General Products & Real Estate 197 44 27 40 6.3 NA  NA 160 160 170 175 160 174 174
New Industry Development &
New Industty I 14.6 3.1 35 47 35 NA  NA 140 140 140 140 145 130 130
Domestic Regional Business Units
Domestc X 5.0 0.8 15 15 15 NA  NA 53 57 6.5 7.0 55 5.8 6.2
g;/aeggﬁgg Subsidiaries and 489 159 107 110 102 NA NA 477 500 520 530 497 501 506
Others 21| 83 17 20 55 NA|  NA| 00| 40 40 40/ 06 40 40
Total 250.7| 487 807 557  464| 414] 2300 2350 2430 2760 2980 2430 2430  262.0

Source: Company data, Citi Research.

Figure 25. Sumitomo Corp.: Our segment NP forecasts (¥bn)

NP 3/07 3/08 3/09 3/10 311 312 3M3RE 3M4RE  3/15RE 313E 3/14E 3/15E
Resource 379 34.3 46.0 69.2 61.8 88.5 38.7 60.5 80.6 39.5 62.5 785
#Coal 10.7 259 19.9 0.6 8.5 15.0 2.3 12.0 14.5
#lron Ore 8.6 7.8 19.8 16.0 19.7 28.8 14.0 18.1 273
#Copper 5.9 18.9 225 235 79 8.3 6.8 7.9 8.2 6.7
#0il & Gas 1.1 9.2 3.7 54 5.0 4.3 4.2 5.3 4.4 3.6
#Other resource 21.8 1.9 19.9 9.2 19.7 25.8 10.0 19.8 26.4
Non-resource 173.1 204.6 169.1 85.9 138.5 162.1 130.8 130.8 130.9 203.5 180.5 183.5
#Machinery 48.6 66.2 51.9 338 347 457 56.0 55.8 59.7 55.3 55.4 55.9
#Material 56.6 634 57.7 19.6 454 48.5 48.1 524 56.8 49.9 52.5 54.4
#Living 39.1 40.7 23.0 328 464 64.1 88.3 56.4 59.8 84.5 54.8 55.0
#Others 28.8 344 36.6 -0.3 11.9 3.8 4.0 18.0 19.2 13.9 17.9 18.1
Total 211.0 238.9 215.1 155.1 200.2 250.7 235.0 243.0 276.0 243.0 243.0 262.0
Breakdown

Non-resource 82% 86% 79% 55% 69% 65% 84% 75% 1% 84% 74% 70%
Resource 18% 14% 21% 45% 31% 35% 16% 25% 29% 16% 26% 30%

Source: Company data, Citi Research (actuals include some estimates).
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B Company Update
B Target Price Change
B Estimate Change

Buy 1
Price (27 Feb 13) ¥1,824
Target price ¥2.250
from ¥2,200

Expected share price return 23.4%
Expected dividend yield 3.0%
Expected total return 26.3%
Market Cap ¥3,003,587M

US$32,655M

Price Performance
(RIC: 8058.T, BB: 8058 JP)
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Citi Research

Mitsubishi Corp. (8058)

Reiterating Buy: we expect the announcement of measures to
attain profitability targets

Reiterating Buy — We revise our forecasts and raise our target price to ¥2,250
(FY3/14E PBR of c0.85x) from ¥2,200 (FY3/14E PBR of c0.9x). We reiterate our
Buy rating. We are bullish as 1) we raise our NP forecast for FY3/15 to reflect a
weaker yen; 2) we raise our FY3/14 BPS estimate by almost 9% to reflect a
weaker yen and equity gains; 3) we lower our target PBR as we expect RoE to
decline amid net asset growth but still believe the shares are significantly
undervalued on a FY3/14E PBR of c0.7x versus RoE of more than 9%.

FY3/13E — We raise our NP forecast to ¥355bn (—22% YoY) from ¥343bn. By
segment, we raise our forecasts for energy (by ¥10bn), living essentials (by
¥5bn), metals (by ¥4bn), and industrial finance, logistics & development (by
¥2bn), but revise down for machinery (by ¥3bn) and chemicals (by ¥6bn). Our
revisions are based on Q3 results and recent commodity price trends. We see
ample scope for upside to NP guidance of ¥330bn.

FY3/14E — We trim our NP forecast to ¥384bn (+8.2% YoY) from ¥385bn. We
change our forex assumption to ¥90/$ from ¥85/$, but factor in recent crude and
coal prices, as well as the slump in petrochemicals in FY3/13, resulting in a small
downward revision. YoY, we forecast profit declines for energy (lower oil prices)
and industrial finance, logistics & development, but growth for metals (volume
growth, cost reductions, weaker yen) and machinery (auto-related profit growth).

Outlook — As a company that should in our view be able to maintain NP of more
than ¥350bn despite the negative impact of low commodity prices, a strong yen,
and strikes in the coking coal business, we believe Mitsubishi Corp. is
undervalued on a PBR of less than 1x. However, RoE appears likely to remain in
single digits. If the next medium-term plan, scheduled to be announced in May,
includes RoE and RolC targets and the company announces share buybacks
and other measures to reach these profitability targets, we believe market
sentiment could improve and valuations could rise.

Consol. Sales

Pretax Profit NP EPS PE
¥ YOY (%) W YOY (%) W YOY (%) ¥ X

3MA
3/112A
3/13CE
3113E
3/13RE
3114E
3/14RE
3/15E
3/15RE

A: Actuals, E: Citi Research Ests, CE: Co. Ests, RE: Citi Research Revised Ests, CRE: Co. Revised Ests, NA: Not Available, NM: Not Meaningful

19,233,443
20,126,321
20,000,000
19,592,000
19,586,000
19,453,000
19,814,000
19,412,000
19,829,000

12.5
46
0.6
2.7
2.7
0.7
12
0.2
0.1

530,105
458,970
280,000
286,000
303,000
325,000
329,000
341,000
372,000

78.0
-134
-39.0
-37.7
-34.0

13.6

8.6
49
13.1

464,543
453,849
330,000
343,000
355,000
385,000
384,000
400,000
416,000

69.0
2.3
213
-24.4
21.8
12.2
8.2
3.9
8.3

282
275
200
208
215
233
233
243
252

6.5
6.6
9.1
8.8
8.5
78
78
75
72
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8058.T: Fiscal year end 31-Mar

Price: ¥1,824; TP: ¥2,250; Market Cap: ¥3,003,587m; Recomm: Buy

Profit & Loss (¥m) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E

Sales revenue 19,233,443 20,126,321 19,586,000 19,814,000 19,829,000 PE (x) 6.5 6.6 85 78 72

Cost of sales -18,083,541 -18,998,461 -18,535,000 -18,731,000 -18,748,000 PB (x) 0.9 0.9 0.8 0.7 0.6

Gross profit 1,149,902 1,127,860 1,051,000 1,083,000 1,081,000 EV/EBITDA (x) 6.5 741 7.9 6.8 6.1
Gross Margin (%) 6.0 5.6 54 55 5.5 FCF yield (%) 1.6 5.9 1.4 55 48

EBITDA (Adj) 459,960 416,550 357,000 378,000 380,000 Dividend yield (%) 36 36 3.0 32 35
EBITDA Margin (Adj) (%) 24 21 18 1.9 1.9 Payout ratio (%) 23 24 25 25 25

Depreciation -143,819 145428  -150,000  -150,000  -150,000 ROE (%) 15.0 13.5 95 9.2 9.2

Amortisation 0 0 0 0 0 Cashflow (¥m) 2011 2012 2013E 2014E 2015E

EBIT (Adj) 316,141 271,122 207,000 228,000 230,000 EBITDA 459,960 416,550 357,000 378,000 380,000
EBIT Margin (Adj) (%) 1.6 13 1.1 1.2 1.2 Working capital -253,421  -124,976 22,000 -26,000 -2,000

Net interest 113,902 112,296 113,000 115,000 119,000 Other 124,665 259,120 162,000 163,000 195,000

Non-op/Except 100,062 75,552 -17,000 -14,000 23,000 Operating cashflow 331,204 550,694 541,000 515,000 573,000

PreTax Profit 530,105 458,970 303,000 329,000 372,000 Capex -283520  -728,149  -500,000  -350,000  -430,000

Tax -198,680  -169,178  -108,000  -117,000  -132,000 Net acqg/disposals 88,576  -399,577 0 0 0

Extraord./Min.Int./Pref.div. 133,118 164,057 160,000 172,000 176,000 Other -67,657 26,813 0 0 0

Reported net profit 464,543 453,849 355,000 384,000 416,000 Investing cashflow -262,601 -1,100,913  -500,000  -350,000  -430,000
Net Margin (%) 24 23 18 1.9 2.1 Dividends paid -77,261  -116,802  -107,000 -89,000 -95,000

Core NPAT 464,543 453,849 355,000 384,000 416,000 Financing cashflow 76,749 599,059  -128,000  -165,000  -143,000

Per share data 2011 2012 2013E 2014E 2015E Net change in cash 128,198 44,209 -87,000 0 0

Reported EPS (¥) 282 275 215 233 252 Free cashflow to s/holders 47,684  -177,455 41,000 165,000 143,000

Core EPS (¥) 282 275 215 233 252 Other Index (Ymn or %) 2011 2012 2013E 2014E 2015E

EPS* (¥) 282 275 215 233 252 tNOPAT 447,295 440,836 366,000 402,000 409,000

DPS (¥) 65 65 54 58 63 tBusinessProfit 615,323 586,975 468,000 516,000 524,000

CFPS (¥) 201 334 328 312 347 tEBITDA 759,142 732,403 618,000 666,000 674,000

FCFPS (¥) 29 -108 25 100 87 tROIC (%) 6.0 5.5 41 43 42

BVPS (¥) 1,967 2,131 2,413 2,638 2,833 0O0IC (%) 45 6.8 6.1 55 5.9

Wtd avg ord shares (m) 1,644 1,645 1,645 1,645 1,645

Wtd avg diluted shares (m) 1,648 1,649 1,649 1,649 1,649

Growth rates 2011 2012 2013E 2014E 2015E

Sales revenue (%) 12.5 4.6 2.7 1.2 0.1

EBIT (Adj) (%) 73.5 142 -23.7 10.1 0.9

Core NPAT (%) 69.0 2.3 -21.8 8.2 8.3

Core EPS (%) 68.9 24 -21.8 8.2 8.3

Balance Sheet (¥m) 2011 2012 2013E 2014E 2015E

Cash & cash equiv. 1,352,896 1,388,302 1,300,000 1,300,000 1,300,000

Accounts receivables 3,143,460 3,383,176 3,287,000 3,325,000 3,327,000

Inventory 970,675 965,057 971,000 981,000 982,000

Net fixed & other tangibles 1,904,823 2,318,990 2,594,000 2,657,000 2,722,000

Goodwill & intangibles 126,274 0 0 0 0

Financial & other assets 3,774,647 4,532,795 4,833,000 5,061,000 5,292,000

Total assets 11,272,775 12,588,320 12,985,000 13,324,000 13,623,000

Accounts payable 1,879,958 2,108,171 2,040,000 2,062,000 2,063,000

Short-term debt 1,125,548 1,321,652 1,420,000 1,339,000 1,394,000

Long-term debt 3,188,749 3,760,101 3,641,000 3,646,000 3,543,000

Provisions & other liab 1,528,575 1,571,619 1,571,000 1,571,000 1,571,000

Total liabilities 7,722,830 8,761,543 8,672,000 8,618,000 8,571,000

Shareholders' equity 3,233,342 3,507,818 3,973,000 4,343,000 4,664,000

Minority interests 316,603 318,959 340,000 363,000 388,000

Total equity 3,549,945 3,826,777 4,313,000 4,706,000 5,052,000

Net debt 2,961,401 3,693,451 3,761,000 3,685,000 3,637,000

Net debt to equity (%) 83.4 96.5 87.2 78.3 72.0

Note: Consolidated data. * EPS: NP/Est Shares OS.

For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com
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Mitsubishi Corp. (8058) Investment Dashboard

Reasons to Buy NP breakdown (FY3/12)
B Profits: We look for continuing medium- By segment By product
term profit growth from FY3/14 Industrial
Finance,
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Source: Company data, Citi Research.
Business portfolio NP by segment
ROA <3/12 Results> (¥bn) 1 Others
10% 500
P [ Living Essentials
8% L Energy Business 100 : ﬂ' I I iving Essenti
0 I Chemicals
.l Alg
6% Chemicals 300 \!‘ I I
— I I IIIII I [ Machinery
4% 200 N
Living Essentials L
% | Metals 1 Metals
e ) . 100
X Industrig Machinery Others B Energy Business
0% Finarice, : : ! 0 -
o nLog'ISt'CS & " - I Industrial Finance, Logistics &
-2% Devetopment 100 Development
0.0 20 40 6.0 8.0 10.0 12.0 14.0 B2 SWYHBEY T
Assets (¥tn) D i
Source: Company data, Citi Research. Source: Company data, Citi Research.
Alternate scenario: A more bearish case NP forecast comparison Balance sheet (end-FY3/13 Q2)
m Non-resources: Deterioration in 4 |FIS Consensus o Citi Research.Estimate 100%
operating environment for Southeast * Results * Company Estimate o
Asia auto business (¥on)
500 80%
B Resources: Bad weather or further 450 .
industrial relations problems in 400 | g 70%
Australian coal business, to which 350 T 60
exposure is high 300 | .
50% assets 4% Long-term
250 Tangible debt 31%
L 40% | assets 17% g
200 Other fixed
150 r 30%
100 equity 3%
20% Investment i
50 - 32% Shareholders'
0 10% equity 28% J
Other fixed
1213 313E 3/14E 0% assets 3%
Source: Company data, IFIS (Feb 22), Citi Research.
pany ( ) Source: Company data.
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Figure 26. Mitsubishi Corp.: NP by segment (¥bn)

NP 312 313 314 315 316 313 314 315

Q Q2 Q3 Q4E| Q4CEFYCE FYRE, FYRE FYRE FYRE, FYE FYE  FYE
'L"dl!S‘.r ial Finance, 14.9 29 6.4 6.0 6.9 49 2200 240 210 210 220 220 200 210

ogistics & Development

Energy Business 1206 543 389 160 2041 104 1300 14000 1170 970 950 1300 1040 89.0
Metals 172.1 6.0 7.3 30 206 136 350 420 900 1380 1470, 380 990 1240
Machinery 54,5 17.1 174 17.0 168 118 600 650 680 680 680 680  67. 68.0
Chemicals 371 72 6.5 8.0 55 115 300 240 280 300 310 300 330 340
Living Essentials 56.6 9.3 140 205 169 179 660 650 630 640 650 600 650 66.0
Others -2.0 1.3 1.9 50 155  -235 130 -5.0 -3.0 -2.0 -3.0 -5.0 -3.0 2.0
Total 4538 981 919 660 714 464 3300 3550 3840 4160 4250 3430 3850  400.0

Source: Company data, Citi Research.

Figure 27. Mitsubishi Corp.: Our segment NP forecasts (¥bn)

3/07 3/08 3/09 3/10 311 312 3M3RE 3M4RE  3/15RE 3/13E 3/14E 3/15E
Resource 260.5 2524 299.5 209.9 325.5 292.8 182.0 207.0 235.0 168.0 203.0 213.0
#Coal 108.1 61.7 1917 112.8 135.8 119.3 1.2 35.0 73.0 -1.2 383 54.9
#lron Ore 14.1 13.8 27.1 99 60.5 30.2 14.0 18.0 225 14.0 19.0 22.8
#Copper 445 428 26.0 15.1 318 15.0 26.0 31.0 34.6 23.1 343 38.2
#0il & Gas 74.1 94.2 82.8 719 94.0 120.€ 140.0 117.0 97.0 130.0 104.0 89.0
#Other resource 16.1 13.9 104 0.1 34 76 0.8 6.0 7.9 21 74 8.1
Non-resource 155.0 2184 70.1 65.0 139.1 161.1 173.0 177.0 181.0 175.0 182.0 187.0
#Machinery 58.0 68.1 17.8 18.0 61.4 545 65.0 68.0 68.0 68.0 67.0 68.0
#Material 20.0 34.7 26.8 324 29.1 37.1 240 28.0 30.0 30.0 33.0 34.0
#Living 48.3 51.0 33.6 46.8 57.8 71.6 89.0 84.0 85.0 82.0 85.0 87.0
#Others -3.1 404 33.2 -24.6 9.2 2. -5.0 -3.0 -2.0 -5.0 -3.0 2.0
Total 415.5 470.9 369.6 274.8 4645 453.8 355.0 384.0 416.0 343.0 385.0 400.0
Breakdown
Non-resource 37% 46% 19% 24% 30% 35% 49% 46% 44% 51% 47% 47%
Resource 63% 54% 81% 76% 70% 65% 51% 54% 56% 49% 53% 53%

Source: Company data, Citi Research (actuals include some estimates).
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ltochu

Investment strategy

We rate the shares of Itochu Buy (1) with a ¥1,250 target price.

As with other trading companies, Itochu does business in a wide range of domains
and regions. Although its net D/E ratio is somewhat high, its business portfolio is
well balanced with resources accounting for about 50% of profits. Profits from its
non-resource businesses are high, as is its RoA, and profitability indicators like
OOIC and RoE are also high. We also note that the firm has considerable exposure
to China and Brazil. We rate the shares Buy because 1) we forecast profit growth
for FY3/14 as well; 2) we envisage expansion in domains with low earnings volatility
thanks to deals like the acquisition of two Dole units; 3) the risk of a medium-term
earnings decline appears to be lower than at peers, thanks to support from stable
non-resource business, and 4) we thus expect the dividend yield to remain high, in
line with company policy on shareholder returns. Moving forward, we look for Itochu
to generate synergies with the Dole businesses and focus on improving the ICT,
general products, and realty segment, where acquisitions have been slow to bear
fruit. If it looks likely that profits could rise in these areas, then the market could re-
rate ltochu.

Valuation

We use PBR as our valuation metric for Itochu, with a particular emphasis on
TOPIX-relative levels. We do so because 1) sector stocks are high beta and
strongly correlated with the market, 2) there is a strong correlation between RolC
and RoA and relative PBR, 3) historical relative PBRs have been mainly range-
bound and reflect qualitative factors well, and 4) NP, which is the most important
profit metric because of the scale of earnings garnered from equity in earnings and
dividends, is very volatile, due to extraordinary gains and losses, and PERs are thus
difficult to use.

In calculating our target price, we set the relative PBR at 90%, slightly below its
historical average, in light of our expectations for 1) profit growth in FY3/14, 2)
improvement in RolC (although it is currently lower than its historical average), and
3) steady profit expansion in non-resource businesses. Based on the TOPIX PBR
we set our target PBR at about 1.0x, and apply this to our FY3/14 BPS forecast.

Our target price of ¥1,250 corresponds to a dividend yield of 3.5% on our FY3/14
forecasts and 3.8% on our FY3/15 forecasts, which seems appropriate as it is within
the sector range.

Risks

We see downside risks to our target price as 1) profits from acquisitions like the
Dole deal resulting in profits far lower than expected; 2) the shares looking less
appealing on yield should Itochu lower its dividend payout ratio; 3) deteriorating
conditions (in terms of weather, politics, and labor) in resource-producing areas like
Brazil and Australia; and 4) a fall for the TOPIX PBR due to economic slowness. On
the other hand, upside risks are 1) better-than-expected synergies from the Dole
business and other acquisitions; 2) a rise in prices for natural resources to which
Itochu is highly exposed (iron ore, coal, etc.); 3) an increase in dividend payout; and
4) a rise for the TOPIX PBR due to an economic upturn.
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We estimate the sensitivity of NP to price fluctuations as 1) -¥2bn or so for every
¥1/$ appreciation, 2) -¥5bn or so for every 1% rise in the yen interest rate, 3)
+¥240mn or so for every $1/bbl increase in the Brent crude price, 4) +¥740mn or so
for every $1/MT rise in the iron ore price, and 5) +¥480mn or so for every $1/MT
rise in the price of coking coal. If these factors manifest themselves differently than
we have anticipated, the share price may not achieve our target price.

Marubeni

Investment strategy

We rate the shares of Marubeni Buy (1), with a ¥790 target price.

As with other trading companies, Marubeni does business in a wide range of
domains and regions. Its D/E ratio is relatively high, although it has improved versus
its historical average, and its equity capital ratio is low. However, resources account
for just below 50% of profits, which seems a good level given current resource
prices, and profit levels are relatively high in copper and machinery. In addition, the
RoA for non-resource businesses and the overall RoE and RolC are relatively high
as well. We rate the shares Buy because 1) we anticipate increased profits in both
FY3/13 and FY3/14; 2) we look for non-resource business-driven profit growth via
factors like the acquisition of the grain major Gavilon; and 3) Marubeni is being
aggressive, for instance bringing iron ore into its business portfolio via participation
in the Roy Hill business. If it looks more likely that the firm can grow assets and
improve its balance sheet, then we could see a re-rating.

Valuation

We use PBR as our valuation metric for Marubeni, with a particular emphasis on
TOPIX-relative levels. We do so because 1) sector stocks are high beta and
strongly correlated with the market, 2) there is a strong correlation between RolC
and RoA and relative PBR, 3) historical relative PBRs have been mainly range-
bound and reflect qualitative factors well, and 4) NP, which is the most important
profit metric because of the scale of earnings garnered from equity in earnings and
dividends, is very volatile, due to extraordinary gains and losses, and PERs are thus
difficult to use.

In calculating our target price, we set the relative PBR at 95%, slightly below its
historical average, to reflect 1) the likelihood of a fourth consecutive year of profit
growth in FY3/14, 2) the likelihood that RolC will remain in line with the historical
average, and 3) the possibility that balance sheet improvement could be smaller
than Marubeni is expecting. Based on the TOPIX PBR we set our target PBR at
about 1.05x, and apply this to our FY3/14 BPS forecast. Our target price of ¥790
corresponds to a dividend yield of 3.2% on our FY3/14 forecasts and 3.3% on
FY3/15. These seem appropriate as they are in line with the sector averages.

Risks

We see downside risks to our target price as 1) lower-than-expected profits via
acquisitions like Gavilon; 2) a hit to the food and grain business from poor weather;
3) arise in interest payments due to higher interest rates; and 4) a fall for the TOPIX
PBR due to economic slowness. On the other hand, upside risks are 1) greater-
than-expected synergies (profits) from Gavilon and other acquisitions; 2) a rise in
prices for resources to which Marubeni is highly exposed (copper, etc.); 3) a rise in
the dividend payout; and 4) a rise for the TOPIX PBR due to an economic upturn.
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We estimate the sensitivity of NP to price fluctuations as 1) -¥1.3bn or so for every
¥1/$ appreciation, 2) +¥300mn or so for every $1/bbl increase in the WTI crude
price, and 3) +¥600mn or so for every $100/MT rise in the price of copper. If these
factors manifest themselves differently than we have anticipated, the share price
may not achieve our target price.

Mitsui & Co.

Investment strategy

We rate the shares of Mitsui & Co. Buy (1), with a target price of ¥1,650.

As with other trading companies, Mitsui does business in a wide range of domains
and regions. Its balance sheet is extremely healthy, and it is a leader in terms of
resource business RoA, overall RolC, dividend payout, and profits from metals and
energy. On the other hand, it lags peers somewhat in RoE, dividend yield, and non-
resource business RoA/profits. Mitsui's exposure to Brazil is high via its investment
in Vale, and its exposure to South America more generally rose via its investment in
copper (in Chile) in 2012. We see as positive the highly cost-competitive iron ore
business as well as long-term profit generating potential for the Mozambique natural
gas business (which is thought to have abundant reserves). Although we assume
that iron ore prices will be soft and Mitsui's non-resource business profitability will
remain low, given yen weakness we think profit growth at Mitsui will outstrip that at
its four peers. As we also expect RoE to remain in double digits we rate the shares
Buy. Going forward we see the key points as whether acquisitions in the chemicals
and foods sectors bear fruit and whether shareholders' return is expanded by hiking
dividend payouts and setting a floor level for the overall dividend.

Valuation

We use PBR as our valuation metric for Mitsui, with a particular emphasis on
TOPIX-relative levels. We do so because 1) sector stocks are high beta and
strongly correlated with the market, 2) there is a strong correlation between RolC
and RoA and relative PBR, 3) historical relative PBRs have been mainly range-
bound and reflect qualitative factors well, and 4) NP, which is the most important
profit metric because of the scale of earnings garnered from equity in earnings and
dividends, is very volatile, due to extraordinary gains and losses, and PERs are thus
difficult to use.

In calculating our target price, we set the relative PBR at 80%, in line with the low
end of the historical range, to reflect the likelihood of two straight years of profit
decline through FY3/14, the likelihood that RolC (already below the historical
average) will decline, the firm's healthy balance sheet, and our commodity team's
bearish outlook on iron ore prices. Based on the TOPIX PBR assumption we set our
target PBR at about 0.9x, and apply this to our FY3/14 BPS forecast. Our target
price of ¥1,650 corresponds to a dividend yield of 3.0% on our FY3/14 forecasts
and 3.2% on FY3/15. These seem appropriate as they are in line with the sector
averages.

Risks

We see downside risks to our target price as 1) continued sluggish profits in non-
resource businesses; 2) a fall in the price of iron ore; 3) deteriorating conditions (in
terms of weather, politics, and labor) in resource-producing areas like Brazil and
Australia; and 4) a fall for the TOPIX PBR due to economic slowness. On the other
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hand, upside risks are 1) past spending in non-resource businesses bearing fruit; 2)
a rise in the price of iron ore; 3) expanded shareholders' return via the raising of the
dividend payout; 4) a rise in RoE due to share buybacks; and 5) a rise for the
TOPIX PBR due to an economic upturn.

We estimate the sensitivity of NP to price fluctuations as 1) -¥1.6bn or so for every
¥1/$ appreciation, 2) -¥1.9bn or so for every ¥1/AUD appreciation, 3) -¥800mn or so
for every ¥1/BRL appreciation, 4) +¥1.2bn or so for every $1/bbl rise in the crude
price, 5) +¥1.9bn or so for every $1/MT rise in the iron ore price, and 5) +¥1.8bn or
so for every $1/Ib rise in the nickel price. If these factors manifest themselves
differently than we have anticipated, the share price may not achieve our target
price.

Sumitomo Corp.

Investment strategy

We rate the shares of Sumitomo Corp. Buy (1), with a target price of ¥1,300.

As with other trading companies, Sumitomo does business in a wide range of
domains and regions. Sumitomo lags peers in terms of profitability metrics like RoE
and RolC, but it is ahead of peers in dividend yield, RoA (in both resources and
non-resources), non-resource profits, particularly in materials and machinery. In
addition, it has a high exposure to Indonesia, Thailand, and other parts of Asia, but
it has less of a bias than at other firms. We see the key issue facing Sumitomo as
its relatively low RolC and the low profit growth expected for FY3/14, but we rate the
shares Buy to reflect 1) wide range of profit drivers; 2) low share price volatility; and
3) relatively high dividend yield. If it looks like the firm will boost shareholders' return
further via measures like raising the dividend payout or that profits in the resource
business will rise soon, then the market may look more favorably on Sumitomo
relative to peers.

Valuation

We use PBR as our valuation metric for Sumitomo, with a particular emphasis on
TOPIX-relative levels. We do so because 1) sector stocks are high beta and
strongly correlated with the market, 2) there is a strong correlation between RolC
and RoA and relative PBR, 3) historical relative PBRs have been mainly range-
bound and reflect qualitative factors well, and 4) NP, which is the most important
profit metric because of the scale of earnings garnered from equity in earnings and
dividends, is very volatile, due to extraordinary gains and losses, and PERs are thus
difficult to use.

In calculating our target price, we set the relative PBR at 70%, in line with the low
end of the historical range, to reflect our forecast that Sumitomo will post just a
small YoY NP increase FY3/14, our outlook that RolC will remain below its historical
average, the likelihood that the net D/E ratio will fall below 1.5x, and relatively low
share price volatility. Based on the TOPIX PBR assumption we set our target PBR
at about 0.75x and apply this to our FY3/14 BPS forecast.

Our target price of ¥1,300 corresponds to a dividend yield of 3.8% on our FY3/14
forecasts and 4.2% on FY3/15. These seem appropriate as they are somewhat
above sector averages.
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Risks

We see downside risks to our target price as 1) a slow ramp-up for the Madagascar
nickel business; 2) deterioration for the metal business on a downturn for the auto
sector; 3) a fall in the TOPIX PBR due to an economic downturn. To the upside, we
see risks as 1) a rapid recovery for the metal business on an upturn for the auto
sector; 2) expanded shareholders' return due to factors like raising the dividend
payout; and 3) a rise in the TOPIX PBR on an economic upturn.

We estimate the sensitivity of NP to price fluctuations as 1) -¥1.3bn or so for every
¥1/$ appreciation; 2) +¥40mn or so for every $1/bbl rise in the Brent crude price; 3)
+¥140mn or so for every $1/MT rise in the price of coking coal; 4) +¥90mn or so for
every $1/MT rise in the price of thermal coal; 5) +¥260mn for every $1/MT rise in
the price of iron ore; 6) +¥30mn or so for every $1/MT rise in the manganese ore
price; 7) +¥230mn or so for every $100/MT rise in the copper price; 8) +¥430mn for
every $1/oz rise in the silver price; 9) +¥860mn or so for every $100/MT rise in the
zinc price, and 10) +¥250mn or so for every $100/MT rise in the lead price. If these
factors manifest themselves differently than we have anticipated, the share price
may not achieve our target price.

Mitsubishi Corp.

Investment strategy

We rate Mitsubishi Corp. Buy (1), with a target price of ¥2,250.

As with other trading companies, Mitsubishi does business in a wide range of
domains and regions. Although it lags other firms in terms of profitability indicators
like RolC, RoA, and RoE, its balance sheet is healthy, and it is ahead of peers in
terms of metals profit generation (particularly in coal) and profit levels in machinery.
In addition, Mitsubishi is highly exposed to Indonesia, where it operates an auto
business, and Chile, where it has invested in the copper business. We rate the
shares Buy because 1) we anticipate improvement for the coal business thanks to
higher volumes and cost cuts; 2) in copper we look for a decline in investment
related to expansion and benefits from new investment; and 3) we anticipate profit
growth will continue over the medium term. If it looks as if the firm will 1) raise
shareholders' return by upping the dividend payout, 2) work to boost profitability
(RoE, RolC), and 3) increase non-resource profits, then we could see a re-rating.

Valuation

We use PBR as our valuation metric for Mitsubishi Corp., with a particular emphasis
on TOPIX-relative levels. We do so because 1) sector stocks are high beta and
strongly correlated with the market, 2) there is a strong correlation between RolC
and RoA and relative PBR, 3) historical relative PBRs have been mainly range-
bound and reflect qualitative factors well, and 4) NP, which is the most important
profit metric because of the scale of earnings garnered from equity in earnings and
dividends, is very volatile, due to extraordinary gains and losses, and PERs are thus
difficult to use.

In calculating our target price, we set the relative PBR at 75%, at the low end of the
historical range, to reflect expectations for profit growth in FY3/14 and beyond, a
recovery in the core coal business, a healthy balance sheet with a net D/E ratio
below 1x, an RolC below the historical average, and an RoE expected to fall below
10%.We use PBR as our valuation metric for Mitsubishi, with a particular emphasis
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on TOPIX-relative levels. Based on the TOPIX PBR assumption we set our target
PBR at about 0.85x, which we apply to our FY3/14 BPS forecast.

Our target price of ¥2,250 corresponds to a dividend yield of 3.1% on our FY3/14
forecasts and 3.4% on FY3/15. These are below sector averages, but we think them
appropriate given the healthy balance sheet and expectations for further profit
growth.

Risks

We see downside risks to our target price as 1) poor weather and further labor
troubles in Australia, where Mitsubishi operates its core coking coal business; 2)
worsening auto market conditions in Southeast Asia; 3) a further decline for RoE
and a prolonged stay at low levels; and 4) a fall in the TOPIX PBR due to an
economic downturn. To the upside, we see risks as 1) a rise in the price of coking
coal; 2) an upturn for auto market conditions in Southeast Asia; 3) expanded
shareholders' return via measures like lifting the dividend payout; 4) a rise in RoE
via share buybacks; and 5) a rise in the TOPIX PBR due to an economic upturn.

We estimate the sensitivity of NP to price fluctuations as 1) -¥2bn or so for every
¥1/$ appreciation; 2) +¥1bn or so for every $1/bbl rise in the crude price; 3) +¥1.3bn
or so for every $100/MT increase in the copper price; and 4) +¥1bn or so for every
$100/MT rise in the aluminum price. If these factors manifest themselves differently
than we have anticipated, the share price may not achieve our target price.
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Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Japan Inc. Takashi Miyazaki

Citigroup Global Markets Singapore PTE LIMITED Patrick Yau, CFA

Citigroup Global Markets Inc Alexander Hacking, CFA; Brian Yu, CFA
Citigroup Global Markets Asia Scarlett Y Chen, CFA; Mark Liinamaa
Citigroup Global Markets Ltd Heath R Jansen; Jatinder Goel, CFA
Citigroup Global Markets India Private Limited Venkatesh Balasubramaniam
OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 27 February 2013 03:00 PM on the issuer's primary market.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Freeport-McMoRan Copper & Gold Inc., Mitsubishi Corp.,
Noble Group, BHP Billiton PLC, ltochu, Vale, Anglo American PLC, Marubeni. (For an explanation of the determination of significant financial interest, please
refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Adani Enterprises.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
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recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Citigroup Global Markets Inc. or its affiliates acts as a corporate broker to BHP Billiton PLC.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (i) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in 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. Please ask your Financial Consultant 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.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any
available Morgan Stanley research reports in addition to Citi Research research reports.

Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith
Barney LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at
www.morganstanleysmithbarney.com/researchdisclosures.

For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https:/lwww.citivelocity.com/cvr/eppublic/citi_research_disclosures.

This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest.

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 through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant 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 - Comiss&o de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC -
Associacdo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - S&o 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. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. 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, 8éme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on
or any matters arising from or in connection with this document. 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, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any
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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 Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which 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. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, 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 the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building,
39 Da-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No.
460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please
contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with,
the Product. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and 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 to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act
2008 (‘FAA) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by
the FAA, participant 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 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 the Philippines
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission.
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku
Handlowego 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. (‘CGMSPL"), a capital markets services license holder, and regulated by Monetary
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as
defined under the Securities and Futures Act (Cap. 289). 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. Please contact your Private Banker in Citibank N.A.,
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). This report is distributed in Singapore by Citibank
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap.

289). 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 Gasset, 4th Floor, Madrid, 28006, Spain. The Product is made available in the Republic of China through Citigroup Global
Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan)
Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable
laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory
Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third
parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are not allowed to be offered or traded in the Republic
of China, neither the Product nor any information contained in the Product shall be considered as advertising the securities or making recommendation of
the securities in the Republic of China. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale
of a security or financial products. Any decision to purchase securities or financial products mentioned in the Product must take into account existing public
information on such security or the financial products or any registered prospectus. 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. In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global

40 citivelocity.com



Trading company sector .
28 February 2013 Citi Research

Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai
Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on

request. Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties. 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 a member of FINRA and registered with 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.

Pursuant to Comisséo de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.

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 Research's Products can be found at
https:/iwww.citivelocity.com/cvr/eppublic/citi_research_disclosures.

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.
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution.

The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from
company reports and feeds from Reuters and Datastream.

© 2013 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. 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. All rights reserved. Any unauthorized use, duplication,
redistribution or disclosure of this report (the “Product’), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. 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 MSCl 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 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.
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