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Chinese Manufacturing In Orthopedics

A Boon To The Implant Firms But A Bane To Their Suppliers

Sector Rating: Orthopedics, Overweight

Stock  Price FY EPS FY P/E

Company Name Rating 08/21/08 2008E 2009E 2008 2009
Orthopedics

Smith & Nephew plc (SNN) 1 $59.01 $2.94 $3.56 20.1x 16.6x
Stryker Corp. (SYK) 1 67.20 2.88 3.46 23.3x 19.4x
Symmetry Medical Inc. (SMA) 3V 18.17 0.75 1.00 24.2x 18.2x
Wright Medical Group, Inc. (WMGI) 1 30.55 0.62 0.88 49.3x 34.7x
Zimmer Holdings, Inc. (ZMH) 2 73.61 4.08 4.58 18.0x 16.1x

Source: Company data and WCM, LLC estimates NA = Not Available, NC = No Change, NE = No Estimate, NM = Not Meaningful
1= Outperform, 2 = Market Perform, 3 = Underperform, V = Volatile

e Several Orthopedics Companies Are Setting Up Manufacturing Operations In
China. Biomet, DePuy, and Smith & Nephew (SNN) all currently have or are
setting up production facilities in China. Biomet has been transferring production of
its international instruments to China (including a new $15MM facility in
Changzhou) over the past few years and has now begun to do so for its domestic
instruments. JNJ opened a $100MM manufacturing complex in Suzhou on 4/22/08
where DePuy production has already started. And SNN is building an orthopedics
plant in China where production is expected to begin in 2010.

e Instruments Seem Best Suited To Chinese Manufacturing. While the companies
have not detailed exact plans for their Chinese plants, we suspect the plants may
initially produce instruments for both Chinese and export markets and implants for
Chinese markets. We see three reasons that the implant companies may move
instrument production to China: (1) instruments are produced in low volumes
through relatively labor-intensive processes which are better suited to low-cost
regions like China than implant production which tends to be highly automated; (2)
since instruments are not sold and are essentially worthless without the implant there
is little risk of "knock-offs"; and (3) there is less legal and regulatory risk with
instruments in the event that quality is compromised.

e Cost Savings On Instruments Could Be Significant But Impact On Earnings
May Be Delayed Since Instruments Are Capitalized. Our research indicates that
Chinese manufacturing costs are 20-40% less than U.S. or European manufacturing
costs. On average, we estimate that the implant companies spend 5-6% of their sales
on instrument purchases which are typically capitalized and depreciated over 3-6
years. Based on these numbers, sourcing instruments from China could result in a
100-250 bps margin improvement though this would take several years to be fully
reflected in earnings since the instruments are depreciated over an extended period.

e Chinese Production Is A Boon To Implant Firms But A Bane To Suppliers.
The implant firms are likely to benefit over the next 3-5 years if instrument (and
possibly some implant) production is moved to China. Of our covered companies,
SNN seems furthest along in moving to China and is likely to see the earliest
benefit. We suspect, however, that the firms may limit Chinese production to their
own plants to maintain a tight grip on quality control. This trend is likely to hurt
suppliers such as SMA with established capacity mostly in the developed world.
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Chinese Manufacturing: An Emerging Trend In Orthopedics

While many manufacturing industries including electronics, apparel, toys, and even in some cases
pharmaceuticals have moved significant amounts of production to lower cost regions the medical device
industry has largely kept its manufacturing in the U.S. and Europe. Within the orthopedics sub-sector of the
medical device industry, we think that we are on the verge of increased production in low-cost regions,
particularly China. Of the five largest orthopedics firms (Biomet, DePuy, Smith & Nephew, Stryker, and
Zimmer), three (Biomet, DePuy, and Smith & Nephew) have recently publicly discussed plans to increase
production at plants in China.

Biomet has had a production facility in China for at least the past several years and has begun producing
instruments for international markets there. On Biomet’s FQ4 2008 conference call, management noted that
it expects to begin manufacturing instruments for the U.S. market in China as well. CEO Jeff Binder noted
on the 7/10/08 call:

“In terms of moving instrumentation to China, we had been in the process of moving many of our
instruments for outside the United States to China over the past couple of years and now have begun to do
so for our U.S. based instrumentation. [ won't tell you that all of our instrumentation is going to China.
But a significant percentage of it is being transferred to China for a significant cost savings.”

DePuy discussed its plans for Chinese manufacturing at its Medical Devices & Diagnostics investor day this
past June. Johnson & Johnson, DePuy’s parent company, opened a $100 million complex in Suzhou, China
on 4/22/08. Production of DePuy products is already underway at this facility. DePuy Chairman Mike
Mahoney made the following comment during the investor day on 6/5/08:

“In China this year we've just begun manufacturing at our new Suzhou plant. This facility is going to
manufacture select joint, trauma, spine and sports medicine products so we can meet the increased global
demand and complement our global manufacturing footprint.”

And Smith & Nephew also discussed China briefly on its Q2 2008 earnings call. Smith & Nephew is
building plants in China for both its wound care and orthopedics businesses. The orthopedics facility is
expected to begin production in 2010. CEO David Illingworth made the following comments on Smith &
Nephew’s China strategy on the Q2 call:

“On China, we actually have two facilities that we're building in China. One is going to be for our
orthopedic business. And the other that I referred to was the groundbreaking for our advanced wound
care business. We've already announced the closure of our Largo, Florida plant and we're transferring
all of that manufacturing—substantially all of that manufacturing, over to China. We're also taking some
other manufacturing in different parts of the world for wound care as well and moving it to that facility as
well.

It's going to serve two purposes for us. It really is a two-pronged strategy that may not seem to be totally
related. One is a lower cost manufacturing base. And that's clear. That's easy to calculate. And we'll
have some gauze-based products and foam-based products and different types of things that we're going
to be manufacturing at that facility.

The other thing is that if you're going to establish a lower cost manufacturing base, why not do it in the
country that everybody believes is going to have a tremendous impact and tremendous potential in two
vears, three years, five years, 10 years, pick the timeframe?

So our feeling was, strategically, why not go to the lower cost manufacturing in a country that would give
us a critical mass and a base of operations so that we could get real people on the ground, start
developing relationships with customers and government officials and all the other things, so that we
could exploit the Chinese market when it became commercially available to us. And that's just as
transparent as I could be on our strategy for that.”
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We note that Stryker, Zimmer, and Wright Medical have not disclosed plans for Asian manufacturing.

Instruments Are Likely To Be First Products Exported From China. While only Biomet has offered
details on what it expects to produce at its Chinese operations, we suspect that initially, the implant
companies will produce instruments (to meet global demand) and implants (to meet local demand). We do
not expect the orthopedics companies to begin producing U.S. and European implants in China in the next
few years. While China offers tremendous cost savings potential there are several drawbacks to
manufacturing in China. Given these inherent trade-offs, we think that instruments are much better suited for
Chinese production than implants.

There are three reasons that we think that instruments are better suited for production in China: (1)
instruments are produced in low volumes through relatively labor-intensive processes which are better suited
to low-cost regions like China than implant production which tends to be highly automated; (2) since
instruments are not sold and are essentially worthless without the implant there is little risk of "knock-offs";
and (3) there is less legal and regulatory risk with instruments in the event that quality is compromised.

Cost Savings From Chinese Production Could Be Significant. Our research indicates that Chinese
manufacturing costs are 20-40% less than U.S. or European manufacturing costs. On average, we estimate
that the implant companies spend 5-6% of their sales on instrument purchases which are typically capitalized
and depreciated over 3-6 years. Based on these numbers, sourcing instruments from China could result in a
100-250 bps margin improvement though this would take several years to be fully reflected in earnings since
the instruments are depreciated over an extended period. If instrument production was completely moved to
China at a 30% cost savings and the U.S./European produced instruments were no longer being depreciated,
we think that the implant firms could see a $0.10-0.22 boost to EPS (see table below). This is somewhat of
an academic exercise, however, since it would take several years for this to happen. For a more realistic view
of the impact of Chinese manufacturing see our model on page 5 of this note. Savings could be much more
significant if implants were produced in China as well, but we think that liability concerns may limit the
export of implants produced in China.

Within Our Universe, Move To China Most Likely To Help Smith & Nephew (SNN), Most Likely To
Hurt Symmetry Medical (SMA). Within our coverage universe, SNN is the furthest along and should begin
Chinese production in 2010. None of the other orthopedic implant firms that we cover (Stryker, Wright
Medical, and Zimmer) have publicly disclosed plans for production in China. In contrast, as a supplier to the
orthopedic firms, Symmetry Medical is at risk from this emerging trend, in our view. Of Symmetry’s 21 total
production facilities all but one in Penang, Malaysia are in the U.S. or Europe. And on a square footage
basis, >95% of Symmetry’s capacity is in the developed world. The “big five” orthopedics firms make up a
significant portion of Symmetry’s sales (its top 10 customers accounted for 69% of its sales in the most recent
quarter). In particular, DePuy which has just opened a plant in China is Symmetry’s largest customer and
accounted for 33% of its sales in the most recent quarter.




Medical Technology/Devices

WACHOVIA CAPITAL MARKETS, LLC
EQUITY RESEARCH DEPARTMENT

Instrument Accounting Approaches

Company Instrument Accounting

Smith & Nephew (SNN) Depreciated over useful lives

Stryker (SYK) Straight line depreciation over 3 years, recorded in SG&A
Wright Medical (WMGI) Straight line depreciation over 6 years, recorded in SG&A
Zimmer (ZMH) Straight line depreciation over 5 years, recorded in SG&A

Source: Company reports

Potential EPS Impact Of Chinese Instrument Manufacturing
Assumes:

e 100% of instrument production in China

e U.S./European instruments fully depreciated

e Implant firms spend 5.3% of sales annually on new instruments

China Cost Savings 20% 30% 40%

Annual EPS|Annual EPS|Annual EPS
Company Impact Impact| Impact
Smith & Nephew (SNN) $0.10 $0.15 $0.19
Stryker (SYK) $0.09 $0.14 $0.18
Wright Medical (WMGI) $0.07 $0.10 $0.14
Zimmer (ZMH) $0.15 $0.22 $0.30

Source: Wachovia Capital Markets, LLC estimates

Sensitivity Analysis

Year 2009E 2010E 2011E 2012E
% In China 25% 50% 75% 100%
Smith & Nephew (SNN) $0.00 $0.02 $0.04 $0.07
Stryker (SYK) $0.00 $0.02 $0.04 $0.06
Wright Medical (WMGI) $0.00 $0.01 $0.01 $0.03
Zimmer (ZMH) $0.00 $0.02 $0.04 $0.07
Year 2009E 2010E 2011E 2012E
% In China 25% 50% 75% 100%
Smith & Nephew (SNN) $0.01 $0.03 $0.06 $0.10
Stryker (SYK) $0.01 $0.02 $0.06 $0.10
Wright Medical (WMGI) $0.00 $0.01 $0.02 $0.04
Zimmer (ZMH) $0.01 $0.02 $0.06 $0.10
China Cost Savings 40%

Year 2009E 2010E 2011E 2012E
% In China 25% 50% 75% 100%
Smith & Nephew (SNN) $0.01 $0.04 $0.08 $0.14
Stryker (SYK) $0.01 $0.03 $0.07 $0.13
Wright Medical (WMGI) $0.00 $0.01 $0.03 $0.05
Zimmer (ZMH) $0.01 $0.03 $0.07 $0.14

Source: Wachovia Capital Markets, LLC estimates

N
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Potential Cost Savings Impact From Move To Chinese Instrument Production

Revenue
Smith & Nephew
Stryker
Wright Medical
Zimmer

Instrument Expenditures
Smith & Nephew
Stryker
Wright Medical
Zimmer

: Dep
Smith & Nephew
Stryker

Wright Medical
Zimmer

Depreciation As % Of Revenue
Smith & Nephew
Stryker
Wright Medical
Zimmer

Percent Of Instrument Expenditure In China

Instrument Expenditures With Chinese Production
Smith & Nephew
Stryker
Wright Medical
Zimmer

E: With Chinese Production

. Depreci
Smith & Nephew
Stryker

Wright Medical
Zimmer

EPS Impact Of Cost Savings From China
Smith & Nephew
Stryker
Wright Medical
Zimmer

% Of EPS
Smith & Nephew
Stryker
Wright Medical
Zimmer

2006A Mar-07 Jun-07 Sep-07 Dec-07| 2007A Mar-08 Jun-08 Sep-08 Dec-08 2008E 2009E 2010E 2011E 2012E
Annual Q107A  Q207A Q307A Q407A|  Annual Q108A Q208A Q308E Q408E| Annual Annual Annual Annual Annual
2,779 744 813 845 967 3,369 911 1,000 944 1,081 3,936 4,323 4,693 5,116 5,576
5,147 1,426 1,464 1,453 1,658 6,001 1,634 1,713 1,657 1,876 6,880 7,727 8,648 9,513 10,464
339 94 98 91 103 387 116 118 mm 125 470] 527 583 635 692
3,495 950 971 903 1,074 3,898 1,059 1,080 983 1,130 4,251 4,571 4,881 5,271 5,693
66.5] 18.7 20.5 221 259 87.1 253 26.6 242 28.1 104.2 114.3 123.9 135.0 147.2
198.1 51.3 50.1 40.5 43.0 184.9] 53.2 49.3 51.1 57.8 2143 237.0 262.8 289.1 318.0
18.0 6.7 6.7 6.7 6.7 26.6] 4.8 5.0 46 5.2 19.7 222 24.6] 26.8] 29.2
126.2 34.5 38.4 333 323 138.5 57.5 62.0 48.6 56.0] 210.3 226.7 241.8 261.1 282.0
18.7 19.6 204 215 80.2 95.9 110.2 120.5] 131.2
476 471 47.7 49.5] 192.0 201.9 225.0 252.9 279.5
18.0 20.2] 22.2] 241
34.9 36.8 375 38.9] 148.2 166.0 182.6 208.3 236.0
2.0% 2.0% 2.2% 2.0%| 2.0% 2.2% 2.3%)| 2.4% 2.4%
2.9% 2.8% 2.9% 2.6%| 2.8% 2.6% 2.6%)| 2.7% 2.7%
3.4% 3.5% 3.5% 3.5%
3.3% 3.4% 3.8% 3.4%| 3.5% 3.6% 3.7% 4.0% 4.1%
0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 25% 50% 75% 100%
66.5 18.7 20.5 221 25.9 87.1 253 26.6 24.2 28.1 104.2 105.7 105.3 104.6 103.0
198.1 51.3 50.1 40.5 43.0 184.9 53.2 49.3 51.1 57.8] 214.3 219.2 223.4 224.0 2226
18.0 6.7 6.7 6.7 6.7 26.6] 4.8 5.0 46 5.2 19.7 20.5 20.9] 20.8] 20.5]
126.2 34.5 38.4 333 323 138.5 57.5 62.0 48.6 56.0] 210.3 209.7 205.5 202.4 197.4
94.1 103.5 105.2 104.7
198.3 211.0 220.5 222.9
17.9 19.5 20.7] 21.3]
163.9 1747 190.3 203.0
$0.01 $0.03 $0.06| $0.10
$0.01 $0.02 $0.06 $0.10
$0.00 $0.01 $0.02 $0.04
$0.01 $0.02 $0.06 $0.10

0.2% 0.6%

0.2% 0.6%

0.3% 0.9%

0.1% 0.5%

Source: Wachovia Capital Markets, LLC estimates and company reports

Key Assumptions:

30% cost savings on instruments produced in China
Implant firms spend 5.3% of revenue on instruments H2 2008-2012
Depreciation as shown in table on page 4 (we assume SNN depreciates instruments over 3 years)
Revenue growth in 2011-2012 as follows: SNN, 9%; SYK, 10%; WMGI, 9%; and ZMH, 8%
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Required Disclosures
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* 3/29/2007 63.22 2 62.00 68.00 6340
° 5/4/2007 61.34 2 60.00 66.00 62.30
A@ 4/30/2008 62.71 1 75.00 83.00 64.73
° 5/1/2008 57.40 1 73.00 80.00 57.40
° 5/21/2008 54.23 1 70.00 76.00 54.23
Source: Wachovia Capital Markets, LLC estimates and Reuters data
Symbol Key Rating Code Key
v Rating Downgrade @ |Initiation, Resumption, Drop or Suspend 1 Outperform/Buy SR Suspended
A Rating Upgrade B Analyst Change 2 Market Perform/Hold ~ NR  Not Rated
®  Valuation Range Change 1 Split Adjustment 3 Underperform/Sell NE  No Estimate
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Stryker Corp. (SYK) 3-yr. Price Performance
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12/12/2005 Matson
* 12/12/2005 NA 2 46.00 52.00 46.95
Ao 1/27/2006 NA 1 50.00 54.00 50.33
° 3/17/2006 NA 1 54.00 57.00 49.24
° 7/21/2006 NA 1 49.00 54.00 44.13
o 9/27/2006 NA 1 55.00 60.00 50.03
° 10/18/2006 NA 1 58.00 62.00 52.73
° 12/22/2006 NA 1 60.00 65.00 54.83
o 1/26/2007 NA 1 66.00 72.00 60.81
ve 2/26/2007 NA 2 64.00 70.00 62.30
° 4/19/2007 NA 2 66.00 72.00 66.01
° 7/20/2007 NA 2 68.00 74.00 67.16
[ 10/17/2007 72.19 2 72.00 76.00 72.19
Ao 1/17/2008 69.75 1 83.00 86.00 68.62
o 4/18/2008 63.95 1 80.00 84.00 65.30
Source: Wachovia Capital Markets, LLC estimates and Reuters data
Symbol Key Rating Code Key
v Rating Downgrade 4 |Initiation, Resumption, Drop or Suspend 1 Outperform/Buy SR Suspended
4 Rating Upgrade B Analyst Change 2 Market Perform/Hold NR  Not Rated
®  Valuation Range Change 0 Split Adjustment 3 Underperform/Sell NE  No Estimate
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Symmetry Medicallnc. (SMA) 3-yr. Price Performance
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8/16/2005 Huber
8/16/2005 NA 1 [ 29.00 [ 31.00 [ 24.29
L] 10/3/2005 Matson
° 11/4/2005 NA 1 21.00 23.00 18.00
[ 2/16/2006 NA 1 23.00 25.00 22.77
° 2/17/2006 NA 1 25.00 27.00 22.90
° 5/5/2006 NA 1 20.00 22.00 17.73
ve 6/19/2006 NA 2 17.00 19.00 15.47
[ 8/2/2006 NA 2 13.00 16.00 14.38
° 8/4/2006 NA 2 12.00 15.00 12.41
[ 11/2/2006 NA 2 13.00 16.00 14.21
° 1/11/2007 NA 2 12.00 15.00 12.91
[ 2/8/2007 NA 2 13.00 16.00 14.55
Ao 3/12/2007 15.51 1 19.00 21.00 15.51
[ 9/20/2007 16.95 1 21.00 23.00 16.95
ve 3/24/2008 19.15 2 19.00 21.00 18.61
[ 4/4/2008 17.38 2 17.00 19.00 17.24
° 4/25/2008 12.98 2 12.00 14.00 13.05
o 5/27/2008 14.53 2 13.00 15.00 14.53
° 6/24/2008 16.02 2 15.00 17.00 15.96
° 8/6/2008 18.08 2 16.00 18.00 18.03
Source: Wachovia Capital Markets, LLC estimates and Reuters data
Symbol Key Rating Code Key
v Rating Downgrade * Initiation, Resumption, Drop or Suspend 1 Outperform/Buy SR Suspended
A Rating Upgrade [ ] Analyst Change 2 Market Perform/Hold NR Not Rated
° Valuation Range Change ] Split Adjustment 3 Underperform/Sell NE  No Estimate
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Wright Medical Group, Inc. (WMGI) 3-yr. Price Performance
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° 10/26/2006 NA 1 26.00 28.00 24.06
° 4/12/2007 NA 1 27.00 30.00 23.33
° 5/1/2007 NA 1 28.00 30.00 25.20
° 8/20/2007 NA 1 31.00 33.00 27.38
° 11/1/2007 25.41 1 33.00 36.00 25.41
° 4/2/2008 23.70 1 31.00 34.00 23.70
° 6/20/2008 30.84 1 35.00 38.00 29.90
Source: Wachovia Capital Markets, LLC estimates and Reuters data
Symbol Key Rating Code Key
v Rating Downgrade 4 Initiation, Resumption, Drop or Suspend 1 Outperform/Buy SR Suspended
4 Rating Upgrade B Analyst Change 2 Market Perform/Hold NR  Not Rated
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Zimmer Holdings, Inc. (ZMH) 3-yr. Price Performance
$104.00
$101.00
$98.00
$95.00
$92.00
$89.00 5
$86.00 A |
$83.00 )'”'/i 'f il kil
$80.00 — o
$77.00
$74.00 W r A N
$71.00 M \ .
8 se8.00 . A Fapd A
o $65.00 7\ W Y !
2 $62.00 \w wa L
5 $50.00 L]
§ $56.00 \H“I
$53.00
$50.00
$47.00
S ffEEsEEssE fEEE fEEREEEEEEEEE P EEEEE g
£ 28 ER B8 E2ES S8 BRy SN2 Es58 838 ¢88REsES
Date
Date Publication Price ($) Rating Code | Val.Rng.Low | Val.Rng.High | Close Price (§)
8/16/2005 Huber
8/16/2005 NA 1 [ 94.00 [ 98.00 [ 81.51
° 9/15/2005 NA 1 | 87.00 | 91.00 | 72.19
[] 10/3/2005 Matson
o 10/27/2005 NA 1 72.00 77.00 63.77
ve 11/17/2005 NA 2 64.00 70.00 64.70
D 2/1/2006 NA 2 68.00 73.00 68.29
° 4127/2006 NA 2 64.00 68.00 62.10
° 4/28/2006 NA 2 62.00 66.00 62.90
° 716/2006 NA 2 56.00 64.00 57.32
ve 8/3/2006 NA 3 55.00 59.00 65.08
Ao 11/3/2006 NA 2 70.00 77.00 72.82
° 12/14/2006 NA 2 72.00 80.00 76.99
Ao 11412007 NA 1 88.00 97.00 78.82
o 2/12/2007 NA 1 93.00 103.00 83.25
° 4/12/2007 NA 1 98.00 108.00 85.70
° 5/17/2007 NA 1 102.00 112.00 89.90
° 7/26/2007 NA 1 104.00 108.00 80.28
ve 10/25/2007 68.57 2 68.00 73.00 67.39
° 1/29/2008 77.03 2 73.00 77.00 77.03
° 4124/2008 72.90 2 73.00 78.00 72.87
[ 6/11/2008 70.61 2 70.00 77.00 69.06
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research report.

Wachovia Capital Markets, LLC maintains a market in the common stock of Wright Medical Group, Inc.

Wachovia Capital Markets, LLC or its affiliates managed or comanaged a public offering of securities for Wright Medical Group, Inc. within
the past 12 months.

Wachovia Capital Markets, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in the next
three months from Symmetry Medical Inc., Wright Medical Group, Inc.

Wachovia Capital Markets, LLC or its affiliates received compensation for investment banking services from Wright Medical Group, Inc. in
the past 12 months.

Wright Medical Group, Inc. currently is, or during the 12-month period preceding the date of distribution of the research report was, a client of
Wachovia Capital Markets, LLC. Wachovia Capital Markets, LLC provided investment banking services to Wright Medical Group, Inc.
Symmetry Medical Inc. currently is, or during the 12-month period preceding the date of distribution of the research report was, a client of
Wachovia Capital Markets, LLC. Wachovia Capital Markets, LLC provided nonsecurities services to Symmetry Medical Inc.

Wachovia Capital Markets, LLC received compensation for products or services other than investment banking services from Symmetry
Medical Inc. in the past 12 months.
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Wachovia Capital Markets, LLC does not compensate its research analysts based on specific investment banking transactions. WCM’s research
analysts receive compensation that is based upon and impacted by the overall profitability and revenue of the firm, which includes, but is not
limited to investment banking revenue.

STOCK RATING

1 = Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the next 12
months. BUY

2 = Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market over the next
12 months. HOLD

3 = Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12 months.
SELL

SECTOR RATING

O = Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

M = Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
U = Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.
VOLATILITY RATING

V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the analyst expects
significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading.

As of: August 22, 2008

44% of companies covered by Wachovia Capital Markets, LLC Wachovia Capital Markets, LLC has provided investment banking services
Equity Research are rated Outperform. for 45% of its Equity Research Outperform-rated companies.

52% of companies covered by Wachovia Capital Markets, LLC Wachovia Capital Markets, LLC has provided investment banking services
Equity Research are rated Market Perform. for 33% of its Equity Research Market Perform-rated companies.

4% of companies covered by Wachovia Capital Markets, LLC Wachovia Capital Markets, LLC has provided investment banking services
Equity Research are rated Underperform. for 50% of its Equity Research Underperform-rated companies.

Important Disclosure for International Clients

The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For certain non-U.S. institutional reader (including readers in the EEA), this report is distributed by
Wachovia Securities International Limited (“WSIL”). For the purposes of Section 21 of the UK Financial Services and Markets
Act 2000 (“the Act”), the content of this report has been approved by WSIL a regulated person under the Act. WSIL does not deal
with retail clients as defined in the Markets in Financial Instruments Directive 2007, therefore clients will automatically be deemed
to be a professional or an eligible counterparty. This research is not intended for, and should not be relied upon, by retail clients.

Important Information for Australian Recipients

Wachovia Capital Markets, LLC (“WCM”) is exempt from the requirements to hold an Australian financial services license in
respect of the financial services it provides to wholesale clients in Australia. WCM is a registered broker-dealer registered with the
U.S. Securities and Exchange Commission, and a member of the New York Stock Exchange, the Financial Industry Regulatory
Authority, and the Securities Investor Protection Corp. WCM is regulated under U.S. laws which differ from Australian laws.
Any offer or documentation provided to you by WCM in the course of providing the financial services will be prepared in
accordance with the laws of the United States and not Australian laws.
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Important Information for Recipients in the Hong Kong Special Administrative Region of
the People's Republic of China (""Hong Kong")

For recipients resident in Hong Kong, this research is issued and distributed in Hong Kong by Wachovia Securities Asia Limited.
Wachovia Securities Asia Limited is a Hong Kong incorporated investment firm licensed and regulated by the Securities and
Futures Commission to carry on types 1, 4, 6 and 9 regulated activities (as defined in the Securities and Futures Ordinance [the
"SFO"]). This research is not intended for, and should not be relied on by, any person other than professional investors (as defined
in the SFO). The securities and related financial instruments described herein are not intended for sale nor will be sold to any
person other than professional investors (as defined in the SFO). Any sale of any securities or related financial instruments
described herein will be made in Hong Kong by Wachovia Securities Asia Limited. Please consult your Wachovia Securities Asia
Limited sales representative or the Wachovia Securities Asia Limited office in your area for additional information.

Important Information for Japanese Recipients

This material is distributed in Japan by Wachovia Securities (Japan) Co., Ltd., a foreign securities company registered with the
Financial Services Agency in Japan.

Additional Disclosures

WCM is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the New York Stock
Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp. Wachovia Securities
International Limited is a U.K. incorporated investment firm authorized and regulated by the Financial Services Authority.

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information. The information in this report has been obtained or derived from
sources believed by Wachovia Capital Markets, LLC, to be reliable, but Wachovia Capital Markets, LLC, does not represent that
this information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of Wachovia
Capital Markets, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Services
Authority's rules, this report constitutes impartial investment research. Each of Wachovia Capital Markets, LLC, and Wachovia
Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2008 Wachovia Capital
Markets, LLC.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

12







<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


