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Morgan Stanley & Co. International plc
Alejandra.Pereda@morganstanley.com, Robert.Muir, Michael.D.Watts

We initiate on HeidelbergCement (HC) at Overweight given a very attractive valuation and
risk-reward. HC trades at a discount of 20% to peers on EV/EBIT and 25% on P/E, even in
2009e, yet is best positioned for earnings growth (19.8% CAGR in EBIT 2009e-2012e and 27.2%
in EPS). Of the top 10 countries by turnover, seven (55% of sales) should increase their earnings
contribution from 2010, with the other three likely bouncing in 2011. HC offers 49% upside
potential to our €61.3 price target, 91% upside potential under our V-shaped recovery analysis
(bull case), yet has just 26% downside potential under our double dip scenario (bear case). Last,
a recent capital increase and focus on cash flow means HC should be able to meet all its debt
maturities to 2012, which should allow for a progressive reduction of its financial risk discount.

Target: €61.30

52-Week Range: €61.79-17.98

Mkt. Cap(mn): €7,704

ModelWare EPS: €3.25 (FY 12/'09), €3.66
(FY 12/'10)

ITX.MC, Inditex — Visit to Spain, remain OW /Well Placed to Weather
Challenging Conditions

Morgan Stanley & Co. International plc

Fred.Bjelland@morganstanley.com, Geoff.Ruddell, Charlie.Muir-Sands

We spent Thursday and Friday in Spain visiting Inditex and competitor stores and continue to
believe the shares offer an attractive risk/reward proposition and remain Overweight. Although
our visit did not change our near-term view of challenging trading conditions offset by market
share gains, we are increasingly confident in the Group’s long-term growth prospects and
continued cost control. We note that recent macro data shows that the rate of decline in Spanish
retail sales is slowing rapidly. With most concepts now proven in international markets, we
believe that Inditex is in a strong position to re-accelerate space growth, especially in Asia, as
conditions improve, underpinning guidance for double-digit space growth over the medium term.

Rating: Overweight

Retailing - General: Cautious
Share Price: €40.00

Target: €45.00

52-Week Range: €41.00-23.29
Mkt. Cap(mn): €24,868

Company/Industry Analysis

COMPANY ANALYSIS

WPP.L, WPP Group Plc (545p) /LUV Actually

Morgan Stanley & Co. International plc
Edward.Hill-Wood@morganstanley.com, Patrick.Wellington, Julien.Rossi

Quick comment — 3Q in line: WPP reported 3Q revenues almost exactly in line with our
forecasts. Revenues of £2007m (MS est £2033m) grew 17% yoy driven by 10% FX gains and
15.4% from acquisitions. The underlying decline was -8.7%, slightly below our -8.5% forecast but
broadly in line with consensus. With headcount now down 10% since end 2008, operating
margins fell 0.7% underlying in 3Q, a marked improvement on -4.5% in 1H09. With stable
working capital, net debt closed Sept. at £3.4bn (YTD average £3.5bn).

More stable trading: The main positive feature was that underlying trading conditions have
stabilised. The rate of revenue decline improved 100bps above that implied by the easing yoy
comparison (180bps vs 80bps). While still the worst category, a 10% drop in market research was
a clear improvement on -14% in 2Q. This stability enabled management to reiterate a forecast of
flat yoy PBIT margins in 2H09 (implying ¢11.5% for 2009) which assumes “conservative” 4Q
revenue assumptions.

Forecasts unchanged: We retain our forecast of 42.3p EPS in 2009 (-24% yoy). This implies
-7.6% organic revenue decline (-5.9% in 4Q) and 11.7% PBIT margin.

No earnings growth in 2010: Unlike consensus (47p) we forecast flat growth 42.6p in 2010. This
assumes a 1% organic revenue decline (mgt guidance is “even-Stevens”) and a 20bps rise in

Rating: Underweight

Media & Internet: In-Line

Target: 458p

52-Week Range: 600-313

Mkt. Cap(mn): £6,983

ModelWare EPS: 42p (FY 12/'09), 43p (FY
12/'10)
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margins. This assumes higher than expected cost reflation in both staff (rehiring in 2H, salary
increases and incremental incentive payments) as well as higher travel, entertainment and
investment costs. Beyond 2010, we expect EPS to accelerate to 55p by 2012 due to operational
gearing from 4% revenue growth 2011-12.

Rated Underweight: WPP trades at 13x PE, 9x EBITDA & 13.4x FCF in 2010e. We believe this
is more than sufficient given revenues remain under significant pressure, visibility is low, new
business trends average (£730m in 3q). Furthermore it is the most leveraged of its peer group
(2.9x EBITDA) leaving it more susceptible to a macro economic double-dip scenario in 2010.

SAND.ST, Sandvik (SKr80.20) /Still Upside to Consensus Earnings; Overweight

Morgan Stanley & Co. International plc
Guillermo.Peigneux@morganstanley.com, Kas.Vardhanabhuti

Under-absorption to continue to surprise positively: During its 3Q09 results conference,
Sandvik indicated that if demand were to stay at current levels during the 4Q09, underlying
margins excluding under-absorption will be at the 4-6% level. In our opinion, this may confuse
investors and could make them cautious. We see such caution as unnecessary because: 1)
Tooling and SMC demand is recovering; therefore, underlying volumes are set to
improve, and margins should be higher than the 4-6% provided. 2) This comment is
specifically aimed at 4Q production and sales levels and cannot be extrapolated into
2010.

We see consensus upgrading 2010 EBIT figures: According to SME, consensus sees
SKr6.8bn EBIT in 2010. In our opinion, this is too pessimistic for two reasons: 1) it continues to
factor significant under absorption in 2010, a restocking year. According to our estimates,
Sandvik’s cost under absorption reached over SKr3bn for the first nine months of 2009. We
expect this SKr3bn to come back in 2010. 2) Additionally, we see volumes increasing by 11%,
which applied to a normalized 50-60% drop-through should result in an incremental SKr4bn of
EBIT. Without factoring price increases, this will result in an EBIT amounting to SKr8bn. Price
increases explain the rest up to our SKr9.9bn EBIT for 2010. We strongly believe consensus
needs to upgrade within the next few quarters.

Minor adjustments to our earnings estimates. We cut our EPS by 1.5% on average, driven by
unfavourable currency contribution of SKr700m for next year. In our opinion, the only negative
after the results is Sandvik’s valuation. At SKr80 per share, Sandvik is close to our SKr85
target and trades on 12x 2011e recovery earnings. We remain OW, however, because of
potential consensus upgrades as well as a now more plausible bull case scenario in which
upgrades within mining capex levels results in significant SMC volumes upgrades.

Rating: Overweight

Capital Goods: In-Line

Target: SKr85.00

52-Week Range: SKr83.90-39.20
Mkt. Cap(mn): SKr95,309
ModelWare EPS: SKr0.39 (FY 12/'09),
SKr4.65 (FY 12/'10)

Strategy/Economics Analysis

Economics/From Athens to Dublin: Fiscal Sustainability in the EMU Periphery
Morgan Stanley & Co. International plc

Spyros.Andreopoulos@morganstanley.com, Michelle.Bradley

What's new: We compare the long-term fiscal outlook of Greece and Ireland on the basis of
different long-term macroeconomic scenarios.

Conclusions: The sustainability of public finances in either country is far from assured. Although
the current fiscal situation is superficially similar in the two countries, investors should
differentiate between the two sovereigns on the basis of the risk profile for the fiscal outlook. For
Ireland, the risks are predominantly short to medium term; for Greece, they are medium to long
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term.

Risks: Under some adverse but plausible macroeconomic conditions, public debt in either
country may climb sufficiently to test financial markets’ confidence. For Ireland, the risks emanate
from the possibility that the current deep recession results in sustained deflation or chronic
weakness of the economy. Greece faces a more adverse demographic outlook in the long term,
which requires immediate measures to maintain fiscal sustainability.

Where we differ: Our fiscal sustainability analysis explicitly takes into account projected
demographic profiles for both countries and the associated costs and, in the case of Ireland, the
debt arising from the government’s acquisition of banking sector assets as well as the potential
future recovery on those assets.

Investment conclusions: The market is pricing equivalent levels of risk for Ireland and Greece
in terms of level and curve. We think that the profile of these risks is different and therefore the
Greek curve should be steeper than the Irish curve. We suggest that these trades work in both
CDS and cash markets.

Commodities/Commodity Market Report
Morgan Stanley & Co. Incorporated

Hussein.Allidina@morganstanley.com, Jeremy.Friesen, Seth.Kleinman, Katherine.Ragolsky

Morgan Stanley Australia Limited

Peter.Richardson@morganstanley.com

Energy prices were impressively choppy last week; WTI closed at $77.00/bbl, down 4.3%. The
weekly US data was neutral - crude stocks built by 0.8 mmb, gasoline stocks rose by 1.6 mmb but
distillates drew by 2.1 mmb. The US economy was reported to have grown by 3.5% in 3Q,
despite this, stock markets fell and the USD rallied as risk appetite waned. In US natural gas
markets, the November Henry Hub contract rolled and the December contract fell slightly on the
week to close at $5.05/mmBtu. Mild weather and the 914 data for August showing a MoM
increase in production (~0.5 Bcf/d) are enough to keep gas bulls awake at night.

Base metals prices fell across the board, despite better than expected economic data in the US,
China and South Korea, as a stronger US dollar and rising inventories, for all but aluminum and
lead, weighed on the complex. LME copper stocks have now increased in 16 straight weeks, but
remain modest on a historical basis relative to expanding demand, in our view.

Precious metals prices weakened across the board, with gold and platinum seeing the first
weekly fall in 5 weeks, despite weakness across all asset classes, as the USD rebounded
sharply. 10-day volatility rose with last week’s price action, but remains low relative to recent
years. Eurozone gold holdings were unchanged in the ECB’s latest weekly financial statement —
continuing to show an unwillingness to sell.

Agriculture prices lost their footing last week on expectations of improving weather conditions
coupled with a rebound in the US dollar. Nonetheless, the US harvest is so delayed that even
average progress through November would leave crop in the field.
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Disclosure Section

Morgan Stanley & Co. International plc, authorized and regulated by Financial Services Authority, disseminates in the UK research that it
has prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been
prepared by any of its affiliates. As used in this disclosure section, Morgan Stanley includes RMB Morgan Stanley (Proprietary) Limited,
Morgan Stanley & Co International plc and its affiliates.

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see
the Morgan Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment
representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.

Analyst Certification

As to each company mentioned in this report, the respective primary research analyst or analysts covering that company hereby certify that
their views about the companies and thelr securities discussed in this report are accurately expressed and that they have not received and
will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

As of September 30, 2009, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following
companies covered in Morgan Stanley Research: Inditex, WPP Group Plc.

As of September 30, 2009, Morgan Stanley held a net long or short position of US$1 million or more of the debt securities of the following
issuers covered in Morgan Stanley Research (including where guarantor of the securities): HeidelbergCement AG, WPP Group Plc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of HeidelbergCement
AG

\élithin thle last 12 months, Morgan Stanley has received compensation for investment banking services from HeidelbergCement AG, WPP
roup Plc.

In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from
HeidelbergCement AG, Inditex, Sandvik, WPP Group Plc.

Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client
relationship with, the following company: HeidelbergCement AG, Inditex, Sandvik, WPP Group Plc.

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment bankin?, securities-related services to and/or
in the past has entered into an agreement to provide services or has a client relationship with the following company: HeidelbergCement

An employee, director or consultant of Morgan Stanley is a director of WPP Group Plc.

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm
revenues and overall investment banking revenues.

The fixed income research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include
fixed income trading and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research
analysts' or strategists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or
the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market
making, providing liquidity and specialized trading, risk arbitrage and other proPrietarT/ trading, fund management, commercial banking,
extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the
securities/instruments of companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the
debt of the Company or instruments discussed in this report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions
below). Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and
Underweight are not the equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley
Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors
should carefully read Morgan Stanley Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or
research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution
(as of October 31, 2009)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell
alongside our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or
Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but
represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our
most positive stock rating, with a buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell
recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)

% of % of % of Rating
Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 875 37% 277 40% 32%
Equal-weight/Hold 1082 46% 318 46% 29%
Not-Rated/Hold 26 1% 3 0% 12%
Underweight/Sell 392 17% 87 13% 22%
Total 2,375 685
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Data include common stock and ADRs currently assigned ratin%s. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing oldlngs&_and other considerations. Investment Banking Clients are companies from whom
Morgan Stanley or an affiliate received investment banking compensation in the last 12 months.

Analyst Stock Ratings

Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's)
coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of
the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's)
coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

For Australian Property stocks, each stock's total return is benchmarked against the average total return of the analyst's industry (or
industry team's) coverage universe, instead of the relevant country MSCI Index, on a risk-adjusted basis, over the next 12-18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs.
the relevant broad market benchmark, as indicated below.

In-Line (IB): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the
relevant broad market benchmark, as indicated below.

Cautious (C): The analgst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the
relevant broad market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America
Index; Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.
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Important Disclosures for Mor%an Stanley Smith Barney LLC Customers
C

Citi Investment Research & Analysis (CIRA) resear

reports may be available about the companies or topics that are the subject of Morgan Stanley Research.

Ask your Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports.
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Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney
LLC, Morgan Stanley and Citigroup Global Markets Inc. or any of their affiliates, are available on 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://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted
by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other
factors. For all research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.

For a discussion, if applicable, of the valuation methods and the risks related to any price targets, please refer to the latest relevant published research on these
stocks.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it. Morgan Stanley recommends that investors independently evaluate particular
investments and strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will
depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be
suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading
strategy. The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan
Stanley owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan
Stanley may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways
different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may
have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different from those
discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to
use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.

Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel
expenses for such visits.

The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of
options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the
primary exchange for the subject company's securities/instruments.

Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such
information is for your reference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC
and listed in on the Stock Exchange of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong
Kong ("SEHK")'s Hang Seng China Enterprise Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the
government of or a company incorporated in the PRC and traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the
component company of the SEHK's China-affiliated Corp Index is distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader
should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research may not be distributed to
the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Information on securities/instruments that do not
trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL
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