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Gas reform completed 

n Existing and incremental categories merged 

On 28 Feb, the NDRC announced that incremental gas prices would 

be cut RMB0.44/cm while existing gas prices would be raised by 

RMB0.04/cm. This is effective from 1 April and ends the current two-

tier pricing mechanism, signalling the completion of the gas price 

reform process. This price cut is earlier than our expectation of a 

mid-year adjustment, although the hike to existing gas prices is 

higher than our expectation of a RMB0.2/cm cut. 

n Improving visibility; demand growth a concern 

This move simplifies the pricing structure and provides certainty on 

medium-term gas prices. However, it does not provide details on the 

pricing mechanism, while this price adjustment may not sufficiently 

boost gas demand (+6% in 2014). Based on the NDRC’s formula, the 

new gas price approximates to an average of the past 12 month 

prices of LPG and fuel oil, indicating there is more downside potential 

to gas prices when the next adjustment takes place. 

n Minor positive for PetroChina 

As this price adjustment was more favourable than we had expected, 

there could be a near-term positive for PetroChina, but we remain 

cautious on the outlook given the prospect of downward adjustments 

to gas prices, still weak oil prices, and likely weak upcoming 

earnings. Our TP of HKD8.6 is based on SOTP. Key upside risk is an 

oil price spike and vice-versa. 

 
Natural gas price in Shanghai 

 

Source: NDRC; Bloomberg; BNP Paribas 
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KEY STOCK DATA 

YE Dec (RMB m) 2013A 2014E 2015E 2016E 

Revenue 2,258,124 2,532,244 2,498,258 2,663,277 

Rec. net profit 113,465 107,122 44,071 91,730 

Recurring EPS (RMB) 0.62 0.59 0.24 0.50 

EPS growth (%) (1.6) (5.6) (58.9) 108.1 

Recurring P/E (x) 11.7 12.4 30.2 14.5 

Dividend yield (%) 4.4 3.6 1.5 3.1 

EV/EBITDA (x) 5.6 5.3 6.8 5.5 

Price/book (x) 1.2 1.1 1.1 1.1 

Net debt/Equity (%) 34.5 36.3 35.1 34.5 

ROE (%) 10.3 9.2 3.7 7.5 

 

Share price performance 1 Month 3 Month 12 Month 

Absolute (%) 3.5 3.5 10.4 

Relative to country (%) 2.1 (3.8) (4.9) 

Mkt cap (USD m) 212,049 

3m avg daily turnover (USD m) 121.8 

Free float (%) 14 

Major shareholder CNPC (86%) 

12m high/low (HKD) 11.62/7.62 

3m historic vol. (%) 29.5 

ADR ticker PTR US 

ADR closing price (USD; 27 Feb 2015) 116.37 

Issued shares (m) 183,021 

Sources: Bloomberg consensus; BNP Paribas estimates 
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EXHIBIT 1: City-gate natural gas prices 

  
------------------ Current ------------------ 

(RMB/cm) 1-Apr-15 Existing Incremental 

Beijing 2.70 2.66 3.14 

Tianjin 2.70 2.66 3.14 

Hebei 2.68 2.64 3.12 

Shanxi 2.61 2.57 3.05 

Inner Mongolia 2.04 2.00 2.48 

Liaoning 2.68 2.64 3.12 

Jilin 2.46 2.42 2.90 

Heilongjiang 2.46 2.42 2.90 

Shanghai 2.88 2.84 3.32 

Jiangsu 2.86 2.82 3.30 

Zhejiang 2.87 2.83 3.31 

Anhui 2.79 2.75 3.23 

Jiangxi 2.66 2.62 3.10 

Shandong 2.68 2.64 3.12 

Henan 2.71 2.67 3.15 

Hubei 2.66 2.62 3.10 

Hunan 2.66 2.62 3.10 

Guangdong 2.88 2.86 3.32 

Guangxi 2.71 2.69 3.15 

Hainan 2.34 2.32 2.78 

Chongqing 2.34 2.32 2.78 

Sichuan 2.35 2.33 2.79 

Guilin 2.41 2.37 2.85 

Yunnan 2.41 2.37 2.85 

Shaanxi 2.04 2.00 2.48 

Gansu 2.13 2.09 2.57 

Ningxia 2.21 2.17 2.65 

Qinghai 1.97 1.93 2.41 

Xinjiang 1.85 1.81 2.29 

Average 2.51 2.47 2.95 
 

Source: NDRC 
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Financial statements 
PetroChina 

Profit and Loss (RMB m) Year Ending Dec 2012A 2013A 2014E 2015E 2016E 

Revenue 2,195,296 2,258,124 2,532,244 2,498,258 2,663,277 

Cost of sales ex depreciation (1,794,110) (1,851,918) (2,060,975) (2,100,252) (2,189,583) 

Gross profit ex depreciation 401,186 406,206 471,270 398,006 473,694 

Other operating income 0 0 0 0 0 

Operating costs (74,692) (79,021) (114,102) (116,277) (121,223) 

Operating EBITDA 326,494 327,185 357,167 281,729 352,471 

Depreciation (151,975) (163,365) (202,056) (205,907) (214,665) 

Goodwill amortisation 0 0 0 0 0 

Operating EBIT 174,519 163,820 155,111 75,822 137,806 

Net financing costs (15,970) (20,807) (21,472) (22,480) (23,000) 

Associates 8,262 10,228 10,299 4,985 5,592 

Recurring non operating income 0 0 0 0 0 

Non recurring items 0 24,822 0 0 0 

Profit before tax 166,811 178,063 143,938 58,327 120,399 

Tax (36,191) (35,789) (28,788) (11,665) (24,080) 

Profit after tax 130,620 142,274 115,150 46,661 96,319 

Minority interests (15,294) (12,675) (8,028) (2,591) (4,589) 

Preferred dividends 0 0 0 0 0 

Other items 0 0 0 0 0 

Reported net profit 115,326 129,599 107,122 44,071 91,730 

Non recurring items & goodwill (net) 0 (16,134) 0 0 0 

Recurring net profit 115,326 113,465 107,122 44,071 91,730 

      
Per share (RMB)      

Recurring EPS * 0.63 0.62 0.59 0.24 0.50 

Reported EPS 0.63 0.71 0.59 0.24 0.50 

DPS 0.28 0.32 0.26 0.11 0.23 

Growth      

Revenue (%) 9.6 2.9 12.1 (1.3) 6.6 

Operating EBITDA (%) 1.9 0.2 9.2 (21.1) 25.1 

Operating EBIT (%) (4.4) (6.1) (5.3) (51.1) 81.7 

Recurring EPS (%) (13.3) (1.6) (5.6) (58.9) 108.1 

Reported EPS (%) (13.3) 12.4 (17.3) (58.9) 108.1 

Operating performance      

Gross margin inc depreciation (%) 11.4 10.8 10.6 7.7 9.7 

Operating EBITDA margin (%) 14.9 14.5 14.1 11.3 13.2 

Operating EBIT margin (%) 7.9 7.3 6.1 3.0 5.2 

Net margin (%) 5.3 5.0 4.2 1.8 3.4 

Effective tax rate (%) 21.7 20.1 20.0 20.0 20.0 

Dividend payout on recurring profit (%) 45.0 51.4 45.0 45.0 45.0 

Interest cover (x) 11.4 8.4 7.7 3.6 6.2 

Inventory days 40.3 43.5 43.1 40.9 40.9 

Debtor days 11.7 12.4 10.1 10.1 10.1 

Creditor days 66.5 72.4 68.2 67.6 65.5 

Operating ROIC (%) 12.5 10.6 9.5 4.5 8.0 

ROIC (%) 11.6 9.8 8.7 4.2 7.2 

ROE (%) 11.2 10.3 9.2 3.7 7.5 

ROA (%) 7.2 6.5 5.7 2.8 4.7 

*Pre exceptional, pre-goodwill and fully diluted      

Revenue By Division (RMB m) 2012A 2013A 2014E 2015E 2016E 

E&P 789,818 783,694 799,513 561,124 636,817 

Refining & Chemicals 883,218 871,815 892,543 748,906 828,534 

Marketing 1,890,558 1,946,806 2,060,110 2,097,522 2,181,423 

Natural Gas Pipeline 202,196 232,751 307,280 319,908 379,501 

Other 2,530 2,687 2,687 2,687 2,687 

Intersegment sales (1,573,024) (1,579,629) (1,529,888) (1,231,888) (1,365,685) 

Sources: PetroChina; BNP Paribas estimates 
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Financial statements 
PetroChina 

Cash Flow (RMB m) Year Ending Dec 2012A 2013A 2014E 2015E 2016E 

Recurring net profit 115,326 113,465 107,122 44,071 91,730 

Depreciation 151,975 163,365 202,056 205,907 214,665 

Associates & minorities (8,262) (10,228) (10,299) (4,985) (5,592) 

Other non-cash items (21,641) (15,007) 27,823 15,028 18,799 

Recurring cash flow 237,398 251,595 326,703 260,020 319,602 

Change in working capital 1,890 25,932 (29,949) 36,232 (63,664) 

Capex - maintenance (330,861) (310,223) (288,708) (250,469) (240,802) 

Capex - new investment 0 0 0 0 0 

Free cash flow to equity (91,573) (32,696) 8,046 45,783 15,136 

Net acquisitions & disposals (26,310) (8,111) 0 0 0 

Dividends paid (58,041) (53,470) (53,206) (33,860) (30,675) 

Non recurring cash flows 24,945 51,824 0 0 0 

Net cash flow (150,979) (42,453) (45,160) 11,923 (15,539) 

Equity finance 0 0 0 0 0 

Debt finance 135,829 53,458 19,825 23,195 24,239 

Movement in cash (15,150) 11,005 (25,335) 35,118 8,700 

Per share (RMB)      

Recurring cash flow per share 1.30 1.37 1.79 1.42 1.75 

FCF to equity per share (0.50) (0.18) 0.04 0.25 0.08 

Balance Sheet (RMB m) Year Ending Dec 2012A 2013A 2014E 2015E 2016E 

Working capital assets 368,087 373,703 407,482 375,118 442,689 

Working capital liabilities (423,501) (452,722) (456,552) (460,420) (464,327) 

Net working capital (55,414) (79,019) (49,070) (85,302) (21,639) 

Tangible fixed assets 1,569,888 1,660,165 1,732,864 1,764,989 1,776,916 

Operating invested capital 1,514,474 1,581,146 1,683,794 1,679,687 1,755,278 

Goodwill 0 0 0 0 0 

Other intangible assets 46,672 81,544 78,823 81,790 73,266 

Investments 81,842 118,341 128,640 133,625 139,217 

Other assets 56,162 51,107 47,985 45,018 53,542 

Invested capital 1,699,150 1,832,138 1,939,242 1,940,120 2,021,303 

Cash & equivalents (46,245) (57,250) (31,915) (67,034) (75,734) 

Short term debt   151,247 192,767 200,478 209,499 218,927 

Long term debt * 293,774 302,862 314,976 329,150 343,962 

Net debt 398,776 438,379 483,539 471,616 487,155 

Deferred tax 22,286 15,166 15,166 15,166 15,166 

Other liabilities 97,340 108,658 108,658 108,658 108,658 

Total equity  1,064,010 1,132,735 1,186,651 1,196,861 1,257,916 

Minority interests 116,738 137,200 145,228 147,819 152,408 

Invested capital 1,699,150 1,832,138 1,939,242 1,940,120 2,021,303 

* includes convertibles and preferred stock which is being treated as debt 

Per share (RMB)      

Book value per share 5.81 6.19 6.48 6.54 6.87 

Tangible book value per share 5.56 5.74 6.05 6.09 6.47 

Financial strength      

Net debt/equity (%) 33.8 34.5 36.3 35.1 34.5 

Net debt/total assets (%) 18.4 18.7 19.9 19.1 19.0 

Current ratio (x) 0.7 0.7 0.7 0.7 0.8 

CF interest cover (x) (4.7) (0.6) 1.4 3.0 1.7 

Valuation 2012A 2013A 2014E 2015E 2016E 

Recurring P/E (x) * 11.5 11.7 12.4 30.2 14.5 

Recurring P/E @ target price (x) * 11.0 11.2 11.9 28.8 13.8 

Reported P/E (x) 11.5 10.3 12.4 30.2 14.5 

Dividend yield (%) 3.9 4.4 3.6 1.5 3.1 

P/CF (x) 5.6 5.3 4.1 5.1 4.2 

P/FCF (x) (14.5) (40.7) 165.2 29.0 87.8 

Price/book (x) 1.2 1.2 1.1 1.1 1.1 

Price/tangible book (x) 1.3 1.3 1.2 1.2 1.1 

EV/EBITDA (x) ** 5.2 5.6 5.3 6.8 5.5 

EV/EBITDA @ target price (x) ** 5.1 5.4 5.1 6.6 5.3 

EV/invested capital (x) 1.1 1.0 1.0 1.0 1.0 

* Pre exceptional, pre-goodwill and fully diluted                    ** EBITDA includes associate income and recurring non-operating income 

Sources: PetroChina; BNP Paribas estimates 
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Disclaimers and Disclosures 

APPENDIX 

DISCLAIMERS AND DISCLOSURES APPLICABLE TO NON-US BROKER-DEALER(S): BNP Paribas Securities (Asia) Ltd 

ANALYST(S) CERTIFICATION 

Yong Liang Por, BNP Paribas Securities (Asia) Ltd, +852 2825 1877, yongliang.por@asia.bnpparibas.com. 

Anna Yu, BNP Paribas Securities (Asia) Ltd, +852 2825 1861, anna.yu@asia.bnpparibas.com. 

 
The analyst(s) or strategist(s) herein each referred to as analyst(s) named in this report certify(ies) that (i) all views expressed in this report accurately 
reflect the personal view of the analyst(s) with regard to any and all of the subject securities, companies or issuers mentioned in this report; and (ii) no part 
of the compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by the research 
analyst herein. 
Analysts mentioned in this disclaimer are employed by a non-US affiliate of BNP Paribas Securities Corp., and are not registered/ qualified pursuant to NYSE 
and/or FINRA regulations. 

IMPORTANT DISCLOSURES REQUIRED IN THE UNITED STATES BY FINRA RULES AND OTHER JURISDICTIONS 
"BNP Paribas’’ is the marketing name for the global banking and markets business of BNP Paribas Group. No portion of this report was prepared by BNP 
Paribas Securities Corp (US) personnel, and it is considered Third-Party Affiliate research under NASD Rule 2711. The following disclosures relate to 
relationships between companies covered in this research report and the BNP entity identified on the cover of this report, BNP Securities Corp., and other 
entities within the BNP Paribas Group (collectively, "BNP Paribas"). 
 

The disclosure column in the following table lists the important disclosures applicable to each company that has been rated and/or recommended in this 
report: 

Company Ticker Disclosure (as applicable) 

PetroChina 857 HK 6  

 

BNP Paribas represents that: 
1.  Within the past year, it has managed or co-managed a public offering for this company, for which it received fees. 
2.  It had an investment banking relationship with this company in the last 12 months. 
3.  It received compensation for investment banking services from this company in the last 12 months. 
4. It expects to receive or intends to seek compensation for investment banking services from the subject company/ies in the next 3 months. 
5.  It beneficially owns 1% or more of any class of common equity securities of the subject company. 
6.  It makes a market in securities in respect of this company. 
7.  The analyst(s) or an individual who assisted in the preparation of this report (or a member of his/her household) has a financial interest position in 

securities issued by this company. The financial interest is in the common stock of the subject company, unless otherwise noted. 
8.  The analyst (or a member of his/her household) is an officer, director, or advisory board member of this company or has received compensation from the 

company. 

 

IMPORTANT DISCLOSURES REQUIRED IN KOREA 
The disclosure column in the following table lists the important disclosures applicable to each Korea listed company that has been rated and/or 
recommended in this report: 

Company Ticker Price (as of 27-Feb-2015 closing price) Interest 

N/A N/A  N/A N/A 
 

1. The performance of obligations of the Company is directly or indirectly guaranteed by BNP Paribas Securities Korea Co. Ltd (‘‘BNPPSK’’) by means of 
payment guarantees, endorsements, and provision of collaterals and/or taking over the obligations. 

2. BNPPSK owns 1/100 or more of the total outstanding shares issued by the Company. 
3. The Company is an affiliate of BNPPSK as prescribed by Item 3, Article 2 of the Monopoly Regulation and Fair Trade Act.  
4. BNPPSK is the financial advisory agent of the Company for the Merger and Acquisition transaction or of the Target Company whereby the size of the 

transaction does not exceed 5/100 of the total asset of the Company or the total number of outstanding shares.  
5. BNPPSK has taken financial advisory service regarding listing to the Company within the past 1 year.  
6. With regards to the tender offer initiated by the Company based on Item 2, Article 133 of the Financial Investment Services and Capital Market Act, 

BNPPSK acts in the capacity of the agent for the tender offer designated either by the Company or by the target company, provided that this provision 
shall apply only where tender offer has not expired.  

7. The listed company which issued the stocks in question in case where 40 days has not passed since the new shares were listed from the date of entering 
into arrangement for public offering or underwriting-related agreement for issuance of stocks 

8. The Company that has signed a nominated advisor contract with BNPPSK as defined in Item 2 of Article 8 of the KONEX Market Listing Regulation. 
9. The Company is recognized as having considerable interests with BNPPSK in relation to No.1 to No. 8. 
10. The analyst or his/her spouse owns (including delivery claims of marketable securities based on legal regulations and trading and misc. contracts) the 

following securities or rights (hereinafter referred to as ‘‘Securities, etc.’’ in this Article) regardless of whose name is used in the trading. 
1) Stocks, bond with stock certificate, and certificate of pre-emptive rights issued by the Company whose securities dealings are being solicited. 
2) Stock options of the Company whose securities dealings are being solicited. 
3) Individual stock future, stock option, and warrants that use the stocks specified in Item 1) as underlying. 
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History of change in investment rating and/or target price 

PetroChina (857 HK) 

 

Yong Liang Por started covering this stock from 17-Jun-2013 
Price and TP are in local currency 

Valuation and risks: Our target price is based on sum-of-the-parts. Upside risk: A strong rebound in oil prices. Key downside risks are 1) natural gas and oil product pricing reform 
delay; 2)  mixed ownership implementation delay  

Source: Bloomberg, BNP Paribas 
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This report is for the use of intended recipients only and may not be reproduced (in whole or in part) or delivered or transmitted to any other person without 
our prior written consent. By accepting this report, the recipient agrees to be bound by the terms and limitations set forth herein.  
This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Customers are advised to use the information contained herein as just one of many inputs and considerations prior to engaging in any 
trading activity. This report does not constitute a prospectus or other offering document or an offer or solicitation to buy or sell any securities or other 
investments. This report is not intended to provide the sole basis of any evaluation of the subject securities and companies mentioned in this report. 
Information and opinions contained in this report are published for reference of the recipients and are not to be relied upon as authoritative or without the 
recipient’s own independent verification, or taken in substitution for the exercise of judgment by the recipient. Additionally, the products mentioned in this 
report may not be available for sale in certain jurisdictions. 
As an investment bank with a wide range of activities, BNP Paribas may face conflicts of interest, which are resolved under applicable legal provisions and 
internal guidelines. You should be aware, however, that BNP Paribas may engage in transactions in a manner inconsistent with the views expressed in this 
document, either for its own account or for the account of its clients. 

Australia: This report is being distributed in Australia by BNP Paribas Sydney Branch, registered in Australia as ABN 23 000 000 117 at 60 Castlereagh Street 
Sydney NSW 2000. BNP Paribas Sydney Branch is licensed under the Banking Act 1959 and the holder of Australian Financial Services Licence no. 238043 and 
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Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an 
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Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the securities described herein, 
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Hong Kong: This report is prepared for professional investors and is being distributed in Hong Kong by BNP Paribas Securities (Asia) Limited to persons whose 
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Paribas, is regulated by the Securities and Futures Commission for the conduct of dealing in securities, advising on securities, providing automated trading 
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India: In India, this document is being distributed by BNP Paribas Securities India Pvt. Ltd. ("BNPPSIPL"), having its registered office at 5th floor, BNP Paribas 
House, 1 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai 400 051, INDIA (Tel. no. +91 22 3370 4000 / 6196 4000 / Fax no. +91 22 
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Indonesia: This report is being distributed by PT BNP Paribas Securities Indonesia and is delivered by its licensed employee(s), including marketing/sales 
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registered as a financial instruments firm in Japan, to certain financial institutions defined by article 17-3, item 1 of the Financial Instruments and Exchange 
Law Enforcement Order. BNP Paribas Securities (Japan) Limited is a financial instruments firm registered according to the Financial Instruments and 
Exchange Law of Japan and a member of the Japan Securities Dealers Association, the Financial Futures Association of Japan and the Type II Financial 
Instruments Firms Association. BNP Paribas Securities (Japan) Limited accepts responsibility for the content of a report prepared by another non-Japan 
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disclosed according to the Financial Instruments and Exchange Law of Japan. 
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without the prior written consent of BNP Paribas Capital (Malaysia) Sdn Bhd. 
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located in any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

All research reports are disseminated and available to all clients simultaneously through our internal client websites. For all research available on a 
particular stock, please contact the relevant BNP Paribas research team or the author(s) of this report. 

Additional Disclosures 
Target price history, stock price charts, valuation and risk details, and equity rating histories applicable to each company rated in this report is available in 
our most recently published reports available on our website: http://eqresearch.bnpparibas.com, or you can contact the analyst named on the front of this 
note or your BNP Paribas representative. 

All share prices are as at market close on 27 February 2015 unless otherwise stated.  

RECOMMENDATION STRUCTURE 

Stock Ratings 
Stock ratings are based on absolute upside or downside, which we define as (target price* - current price) / current price.  
BUY (B). The upside is 10% or more.  
HOLD (H). The upside or downside is less than 10%. 
REDUCE (R). The downside is 10% or more. 
Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility may cause a 
temporary mismatch between upside/downside for a stock based on market price and the formal recommendation. 
* In most cases, the target price will equal the analyst's assessment of the current fair value of the stock. However, if the analyst doesn't think the market will 
reassess the stock over the specified time horizon due to a lack of events or catalysts, then the target price may differ from fair value. In most cases, therefore, our 
recommendation is an assessment of the mismatch between current market price and our assessment of current fair value.  

Industry Recommendations 
Improving (é): The analyst expects the fundamental conditions of the sector to be positive over the next 12 months. 
Stable (previously known as Neutral) (çè): The analyst expects the fundamental conditions of the sector to be maintained over the next 12 
months. 
Deteriorating (ê): The analyst expects the fundamental conditions of the sector to be negative over the next 12 months. 
Country (Strategy) Recommendations 
Overweight (O). Over the next 12 months, the analyst expects the market to score positively on two or more of the criteria used to determine 
market recommendations: index returns relative to the regional benchmark, index sharpe ratio relative to the regional benchmark and index 
returns relative to the market cost of equity.  
Neutral (N). Over the next 12 months, the analyst expects the market to score positively on one of the criteria used to determine market 
recommendations: index returns relative to the regional benchmark, index sharpe ratio relative to the regional benchmark and index returns 
relative to the market cost of equity.   
Underweight (U). Over the next 12 months, the analyst does not expect the market to score positively on any of the criteria used to determine 
market recommendations: index returns relative to the regional benchmark, index sharpe ratio relative to the regional benchmark and index 
returns relative to the market cost of equity. 
 

RATING DISTRIBUTION (as at 2 March 2015) 

Total BNP Paribas coverage universe 693 Investment Banking Relationship (%) 

Buy 347 Buy 8.10 

Hold 255 Hold 3.90 

Reduce 91 Reduce 1.10 

 

Should you require additional information concerning this report please contact the relevant BNP Paribas research team or the author(s) of this report. 
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