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Neutral  

Strong quarter; Connect continues to make significant progress 

What's changed 

WebEx Communications reported strong 4Q results with revenues 

growing 22% year over year.  Results seem to refute the bear case for the 

stock, which has revolved around pricing pressure from low end 

competitors, as revenues grew nicely in conjunction with improving 

operating margins. Overall 4Q revenues of $102 million were in-line with 

our / Street estimates of $102 mn (Street $101 mn). EPS was $0.42 

(excluding ESO expense), better than our estimate of $0.39 (Street $0.38), 

although helped 2c by a one-off tax impact.  

Implications 

Results should prove to be a positive for the stock, which has recently 

bounced back from early January weakness. That said, we see future 

positive news from Connect potentially pushing performance higher from 

these levels. Our EPS estimates for FY07 and FY08 are $1.67 and $1.96 (ex-

ESOs), compared to $1.63 and $1.88 previously. We are initiating FY’09 

EPS estimates of $2.23. Including ESO expense, our EPS estimates for 

FY07, FY08, and FY09 are $1.24, $1.54, and $1.82, respectively.  

Valuation 

Based on a triangulation of historical and target P/E multiples, current 

EV/adjFCF/growth multiples, and DCF analysis, we are raising our 12- 

month price target from $41 to $43, representing about 16% upside 

potential.  

Key risks 

Key risks to our thesis and target include competition, and hence the 

potential for price erosion, in the company’s core web-conferencing 

market. WebEx Connect marks a significant shift in strategy and will 

require increased investment in sales and marketing and capex, likely 

ahead of revenue generation, which could dampen margins in the next 

year or so. 
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Americas Technology Peer Group Average

Key data Current

Price ($) 37.08

12 month price target ($) 43.00

Market cap ($ mn) 1,900.1

12/06 12/07E 12/08E 12/09E

Revenue ($ mn) New 380.0 457.0 540.0 626.4

Revenue ($ mn) Old 379.6 452.9 534.4 --

EPS ($) New 0.94 1.24 1.54 1.82

EPS ($) Old 0.91 1.18 1.45 --

P/E (X) 39.3 29.9 24.1 20.4

EV/EBITDA (X) 14.1 12.5 9.6 7.5

ROE (%) 12.2 12.9 13.8 30.3

12/06 3/07E 6/07E 9/07E

EPS ($) 0.31 0.29 0.30 0.32
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WebEx Communications, Inc.: Summary financials 

Profit model ($ mn) 12/06 12/07E 12/08E 12/09E Balance sheet ($ mn) 12/06 12/07E 12/08E 12/09E

Total revenue 380.0 457.0 540.0 626.4 Cash & equivalents 345.2 444.5 553.8 676.8

Cost of goods sold (64.2) (77.9) (94.5) (109.6) Accounts receivable 53.8 59.1 64.4 74.6

SG&A (160.6) (195.9) (225.0) (257.4) Inventory 0.0 0.0 0.0 0.0

R&D (47.5) (53.6) (62.4) (75.2) Other current assets 21.1 11.9 11.3 0.9

Other operating profit/(expense) 0.0 0.0 0.0 0.0 Total current assets 420.1 515.6 629.5 752.3

ESO expense (39.8) (36.6) (36.6) (36.6) Net PP&E 48.6 57.2 68.9 65.9

EBITDA 89.0 117.1 149.9 180.6 Net intangibles 39.9 27.9 13.6 13.6

Depreciation & amortization (21.2) (24.1) (28.5) (33.1) Total investments -- -- -- --

EBIT 67.8 93.0 121.4 147.5 Other long-term assets 7.7 7.3 7.6 7.9

Net interest income/(expense) 0.0 0.0 0.0 0.0 Total assets 516.3 607.9 719.6 839.8

Income/(loss) from associates 0.0 0.0 0.0 0.0

Others 9.4 12.5 13.5 14.2 Accounts payable 5.3 6.1 7.4 8.6

Pretax profits 77.2 105.5 134.9 161.7 Short-term debt 0.0 0.0 0.0 0.0

Provision for taxes (29.9) (40.1) (51.3) (61.5) Other current liabilities 44.6 47.7 51.3 55.1

Minority interest 0.0 0.0 0.0 0.0 Total current liabilities 49.8 53.8 58.8 63.7

Net income pre-preferred dividends 47.3 65.4 83.6 100.3 Long-term debt 0.0 0.0 0.0 0.0

Preferred dividends 0.0 0.0 0.0 0.0 Other long-term liabilities 0.0 0.0 0.0 0.0

Net income (pre-exceptionals) 47.3 65.4 83.6 100.3 Total long-term liabilities -- -- -- --

Post tax exceptionals 0.0 0.0 0.0 0.0 Total liabilities 49.8 53.8 58.8 63.7

Net income (post-exceptionals) 47.3 65.4 83.6 100.3

Preferred shares 0.0 0.0 0.0 0.0

EPS (basic, pre-except) ($) 0.98 1.27 1.56 1.84 Common stock 355.5 355.5 355.5 0.0

EPS (diluted, pre-except) ($) 0.94 1.24 1.54 1.82 Retained earnings 100.5 165.9 249.6 0.0

EPS (basic, post-except) ($) 0.98 1.27 1.56 1.84 Other common equity 4.2 32.7 55.8 0.0

EPS (diluted, post-except) ($) 0.94 1.24 1.54 1.82 Total common equity 460.2 554.1 660.8 0.0

Common dividends paid ($) -- -- -- -- Minority interest 0.0 0.0 0.0 0.0

DPS ($) 0.00 0.00 0.00 0.00

Dividend payout ratio (%) 0.0 0.0 0.0 0.0 Total liabilities & equity 510.1 607.9 719.6 839.8

Growth & margins (%) 12/06 12/07E 12/08E 12/09E Additional financials 12/06 12/07E 12/08E 12/09E

Sales growth 23.2 20.3 18.2 16.0 Net debt/equity (%) (75.0) (80.2) (83.8) (87.2)

EBITDA growth (9.1) 31.5 28.0 20.5 Interest cover (X) NM NM NM NM

EBIT growth (17.3) 37.1 30.6 21.5 Inventory days NM NM NM NM

Net income (pre-except) growth (12.9) 38.4 27.9 19.9 Receivable days 50.5 45.1 41.7 40.5

EPS growth 30.5 28.7 22.9 18.0 BVPS ($) 9.15 10.17 11.76 0.00

Gross margin 83.1 83.0 82.5 82.5

EBITDA margin 23.4 25.6 27.8 28.8 ROA (%) 10.8 11.6 12.6 12.9

EBIT margin 17.8 20.3 22.5 23.6 CROCI (%) 62.3 54.6 60.0 118.6

Cash flow statement ($ mn) 12/06 12/07E 12/08E 12/09E Dupont ROE (%) 10.3 11.8 12.7 12.9

Net income 48.6 88.1 106.4 115.0 Margin (%) 12.4 14.3 15.5 16.0

D&A add-back (incl. ESO) 21.2 24.1 28.5 33.1 Turnover (X) 0.7 0.8 0.8 0.7

Minority interest add-back 0.0 0.0 0.0 0.0 Leverage (X) 1.1 1.1 1.1 1.1

Net inc/(dec) working capital (16.6) 7.8 0.3 5.0

Other operating cash flow 46.2 0.0 0.0 0.0 Free cash flow per share ($) 1.75 1.93 2.03 2.25

Cash flow from operations 99.4 120.0 135.2 153.0 Free cash flow yield (%) 5.2 5.2 5.5 6.1

Capital expenditures (15.0) (20.7) (25.9) (30.1)

Acquisitions (0.3) 0.0 0.0 0.0

Divestitures 0.0 0.0 0.0 0.0

Others (112.7) 0.0 0.0 0.0

Cash flow from investing (128.0) (20.7) (25.9) (30.1)

Dividends paid (common & pref) 0.0 0.0 0.0 0.0

Inc/(dec) in debt 0.0 0.0 0.0 0.0

Other financing cash flows 65.2 0.0 0.0 0.0

Cash flow from financing 65.2 0.0 0.0 0.0

Total cash flow 36.6 99.4 109.3 123.0

Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Investment view: WebEx Connect could provide upside to future 
estimates, but for now we feel prospects are fairly valued 

WebEx currently trades at CY 2007 PE of 22x (ex-ESOs), in line with the software median of 

22x.  On a CY 2007 EV/AdjFCF basis, the stock trades at 22x, a premium to the software 

group at 18x.  We feel that WebEx is fairly valued at these levels and that there may be 

some near term upside to shares as the company rolls out more applications on its WebEx 

Connect platform.  WebEx’s slight valuation premium on an adjusted unlevered free cash 

flow basis is warranted due to the company’s higher than average 3 year free cash flow 

growth rate of 20%.  This growth rate bakes in very little contribution from Connect 

partnerships which, should they ramp quickly, could provide meaningful upside to 

estimates.  If Connect begins providing the company with substantial revenue growth, we 

would expect to see multiple expansion coupled with these higher results. 

The bear case for the stock claims that WebEx is seeing pricing pressure in its core web 

conferencing market from entrants such as Citrix and Adobe as well as Microsoft Live.  We 

feel this is overblown, as our checks indicate that pricing on WebEx’s Meeting Center is 

already low enough that customers are unwilling to switch providers and deal with 

learning a new application for the marginal cost savings. 

WebEx guides conservatively higher – We are raising estimates 
slightly on better margin comfort 

We have raised our 1Q 2007 revenue estimates slightly to $107mn from $106mn,  

assuming a modest sequential Monthly Recurring Revenue growth of 5% in the quarter.  

Our revised EPS estimate (ex-ESOs), for 1Q 2007 is $0.40, up from $38, mostly due to an 

improved pro forma tax rate of 38%.  We are raising our FY2007 and FY2008 revenue 

estimates very slightly as we have a little more confidence that WebEx is not facing 

significant pricing pressure from lower end competitors.  Our FY2007, FY2008 and new 

FY2009 revenue estimates are $457mn, $540mn, and $626mn, respectively.  Our EPS 

estimates excluding ESO expense for the same time periods are $1.67, $1.96, and $2.23, 

respectively. Please see the exhibit below for a summary of our revisions. Note that, 

including ESOs, our estimates for FY07, FY08, and FY09 are $1.24, $1.54, and $1.82, 

respectively. 
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Exhibit 1: Summary estimate changes for WebEx Communications 

$ millions, except per share, fiscal year ends December 

1Q 2007 FY2007E FY2008E FY2009E
Revenue
GS Revised Ests $107 $457 $540 $626

YoY Growth rates 20% 18% 16%
Prior Ests 106 453 534

YoY Growth rates 19% 18%
EPS - excl ESOs
GS Revised Ests $0.40 $1.67 $1.96 $2.23
Prior Ests 0.38 1.63 1.88

EPS - incl ESOs
GS Revised Ests $0.29 $1.24 $1.54 $1.82
Prior Ests 0.26 1.18 1.45  

Source: Goldman Sachs Research. 

WebEx Connect continues to progress nicely 

Management commentary indicates good progress, but still little 

revenue as of yet 

• Management confirmed that WebEx was able to sign a couple of deals selling 

SugarCRM and GeoLearning products via Connect this quarter.  These deals were 

booked late in the quarter and require a few days to provision and thus provided no 

revenue in 4Q 2006. 

• WebEx is anticipating getting more applications off the ground in 1Q 2007.  We know, 

for example, that BMC’s helpdesk offering is being offered to customers in a beta 

release currently that should quickly shift to a fully paid for offering.  

• Management indicated that Connect expenses related to the MediaTone Network have 

largely been already occurred and the additional Connect expenses will likely be small 

and related to ongoing API versioning and Sales and Marketing around new offerings. 

• In a positive signal of management’s conviction in Connect, the company will begin 

reporting specific metrics for Connect on the 1Q 2007 earnings call.  These metrics will 

likely discuss partner and customer adoption, although the company has not decided 

if it will discuss these metrics in terms of customer count or dollar volume. 

Other notables from the quarter: DSOs good, Europe driving 
international growth 

• Cash flow from operations was $34 million, up 27% on a sequential basis and up 194% 

year on year. The strong cash flow growth was driven by increased profitability and 

reduced DSOs (48 days at quarter end). Free cash flow stood at $32 million ahead of 

our $17mn estimate, as capex for the quarter was lower than expected at $1.7 million. 
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Going forward, management expects capex to average about $5 mn a quarter in the 

next year. 

• Share repurchase: WebEx did not repurchase any shares in the current quarter, 

however, the board has given authorization, to carry out buybacks of $40 mn in the 

current year. 

• Growth in International Sales led by Europe: The company continues to 

penetrate International markets, with sales outside of the Americas now representing 

15% of the total revenue, up from 13% in 4Q last year. This growth was mainly led by 

Europe which grew 54% compared to 4Q of last year. Management expects 

international revenue to continue to increase as a percentage of the whole in 2007. 

• Key Metrics: In Q4, 139,000 new web collaboration users were added and the total 

number of registered users now stands at 2.2 million. Net subscription customers, or 

companies, increased in the quarter by approximately 1200, to 28,000. Average 

revenue per user stood at $15.5 per month. Subscription churn was steady at 1.6% per 

month and same as the last quarter. The company had returned to reporting dollar 

churn as opposed to customer churn.  Headcount increased by 80 people to almost 

2200 by the end of the quarter, with many of the new employees being hires in India 

and China.  

What to watch for: More color on partnership progress for Connect 

• Over the coming months, we look to get updates on the progress of WebEx Connect 

partnerships. Management commented that metrics on WebEx Connect would be 

reported on the 1Q FY2007 earnings call, giving us a better sense for overall progress. 

• We would look for an announcement of standardized WebEx Connect partnership 

agreements with an explanation of revenue share. Currently, the company has 

different agreements with each of its Connect partners, which range from a 70%/30% 

split of revenue to a 30%/70% split in the other direction. Greater clarity here would 

allow us to better understand the revenue opportunity presented by Connect. 

• Over time, WebEx should gain traction with its AIM Pro product, thus opening up a 

large set of customers to potential cross selling opportunities with conferencing 

products and eventually WebEx Connect.  

• We look to see reduction of the customer churn metric (now reported on a dollar 

basis) which remained steady at 1.6% per month in the current quarter. 

• Moving ahead, we believe WebEx will continue to invest in sales and marketing in the 

next year, to extend their presence in the web collaboration space, and rollout the 

connect platform. We believe, this should help drive further international penetration 

and revenue growth in the coming year. 



February 1, 2007 
W

ebEx C
om

m
unications, Inc. (W

EB
X)

G
oldm

an Sachs G
lobal Investm

ent R
esearch 

6

Exhibit 2: WebEx Communications summary financial model 

$ millions, except per share; fiscal year ends December 

Fiscal 2006 Fiscal 2007E Fiscal 2008E Fiscal / Calendar Years

Mar Jun Sep Dec Mar-E Jun-E Sep-E Dec-E Mar-E Jun-E Sep-E Dec-E 2006 2007E 2008E 2009E

Total revenues $88.5 $92.9 $96.8 $101.9 $106.9 $112.0 $117.0 $121.1 $126.5 $131.8 $138.1 $143.6 $380.0 $457.0 $540.0 $626.4
QOQ Growth 6% 5% 4% 5% 5% 5% 4% 4% 4% 4% 5% 4%
YOY Growth 25% 23% 23% 22% 21% 21% 21% 19% 18% 18% 18% 19% 23% 20% 18% 16%

Total Cost of Rev $14.8 $16.5 $16.7 $16.3 $18.2 $19.3 $19.9 $20.6 $22.1 $23.1 $24.2 $25.1 $64.2 $77.9 $94.5 $109.6
Gross Profit $73.7 $76.4 $80.1 $85.6 $88.7 $92.7 $97.1 $100.5 $104.3 $108.8 $113.9 $118.4 $315.8 $379.1 $445.5 $516.8
  Gross Margin 83% 82% 83% 84% 83% 83% 83% 83% 83% 83% 83% 83% 83% 83% 83% 83%

Operating expenses:
    S & M $31.1 $31.5 $31.8 $34.8 $36.4 $38.4 $39.7 $41.5 $42.3 $43.4 $45.2 $47.1 $129.1 $156.0 $178.0 $203.6
    R & D 11.9 11.6 11.8 12.2 12.5 12.9 13.7 14.5 14.8 15.0 15.6 17.1 47.5 53.6 62.4 75.2
    G & A 7.8 7.9 8.2 7.5 9.3 9.8 10.3 10.5 11.0 11.6 12.1 12.4 31.5 39.9 47.0 53.9
Total Operating Expenses 50.7 51.1 51.8 54.5 58.2 61.1 63.7 66.5 68.0 69.9 72.9 76.6 208.2 249.5 287.5 332.6

Operating income $23.0 $25.3 $28.3 $31.1 $30.5 $31.6 $33.4 $34.0 $36.3 $38.8 $41.0 $41.9 $107.7 $129.6 $158.0 $184.2
  Operating margin 26% 27% 29% 31% 29% 28% 29% 28% 29% 29% 30% 29% 28% 28% 29% 29%

Other income, net $1.7 $2.1 $2.6 $3.0 $3.0 $3.1 $3.2 $3.2 $3.3 $3.4 $3.4 $3.5 $9.4 $12.5 $13.5 $14.2
Pretax income $24.7 $27.4 $30.9 $34.0 $33.5 $34.7 $36.6 $37.2 $39.6 $42.2 $44.4 $45.3 $117.0 $142.1 $171.5 $198.3
 Pretax margin 28% 29% 32% 33% 31% 31% 31% 31% 31% 32% 32% 32% 31% 31% 32% 32%

Taxes $9.7 $10.3 $13.1 $12.3 $12.7 $13.2 $13.9 $14.1 $15.1 $16.0 $16.9 $17.2 $45.4 $54.0 $65.2 $75.4
 Tax rate 39% 38% 43% 36% 38% 38% 38% 38% 38% 38% 38% 38% 39% 38% 38% 38%

Net income $15.1 $17.1 $17.7 $21.8 $20.8 $21.5 $22.7 $23.1 $24.6 $26.1 $27.5 $28.1 $71.7 $88.1 $106.4 $123.0
EPS $0.31 $0.34 $0.35 $0.42 $0.40 $0.41 $0.43 $0.43 $0.46 $0.48 $0.51 $0.51 $1.43 $1.67 $1.96 $2.23

YOY Growth 14% 18% 30% 40% 29% 20% 22% 1% 13% 17% 18% 20% 26% 17% 17% 14%
ESO expense (post tax) $6.6 $5.9 $5.8 $6.0 $5.7 $5.7 $5.7 $5.7 $5.7 $5.7 $5.7 $5.7 $24.4 $22.7 $22.7 $22.7
EPS including ESO expense $0.18 $0.22 $0.24 $0.31 $0.29 $0.30 $0.32 $0.32 $0.35 $0.38 $0.40 $0.41 $0.94 $1.24 $1.54 $1.82
Avg shares (millions) 48.1 49.7 50.5 51.2 51.6 52.3 53.0 53.7 54.0 54.2 54.5 54.7 50.1 52.7 54.3 55.2

Fiscal 2006 Fiscal 2007E Fiscal 2008E Fiscal / Calendar Years

Balance sheet/Cashflow metrics Mar Jun Sep Dec Mar-E Jun-E Sep-E Dec-E Mar-E Jun-E Sep-E Dec-E 2006 2007E 2008E 2009E
Cash flow from operations $19.9 $18.8 $26.7 $34.0 $26.2 $27.2 $31.2 $35.5 $30.0 $31.8 $33.4 $40.0 $99.4 $120.0 $135.2 $153.0
Free cash flow $16.2 $15.7 $20.3 $32.3 $21.9 $22.7 $25.3 $29.5 $23.9 $25.5 $26.8 $33.1 $84.4 $99.4 $109.3 $123.0
Free cash flow per share $0.34 $0.32 $0.40 $0.63 $0.42 $0.43 $0.48 $0.55 $0.44 $0.47 $0.49 $0.60 $1.69 $1.89 $2.01 $2.23

DSO 54 55 54 48
Deferred Revenue $14.6 $15.0 $15.8 $16.4
  Seq. change in deferred rev 15% 3% 5% 4%
Cash $231.4 $268.9 $302.8 $345.2
Debt $0.0 $0.0 $0.0 $0.0
Net cash $231.4 $268.9 $302.8 $345.2   
Net cash per share $4.81 $5.41 $6.00 $6.74  

Source: Company data, Goldman Sachs Research estimates. 
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professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. 

Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst 
as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households from serving as 

an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Distribution of ratings: See the 

distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if 

electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs website at 

http://www.gs.com/research/hedge.html.  

Additional disclosures required under the laws and regulations of jurisdictions other than the United States 

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws 

and regulations. Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 

Corporations Act. Canada: Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this research in Canada if and to the 

extent it relates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited from accepting payment or 

reimbursement by the company of travel expenses for such visits. Hong Kong: Further information on the securities of covered companies referred 

to in this research may be obtained on request from Goldman Sachs (Asia) L.L.C. India: Further information on the subject company or companies 

referred to in this research may be obtained from Goldman Sachs (India) Securities Private Limited; Japan: See company-specific disclosures as to 

any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance 

Company. Korea: Further information on the subject company or companies referred to in this research may be obtained from Goldman Sachs 

(Asia) L.L.C., Seoul Branch. Russia: Research reports distributed in the Russian Federation are not advertising as defined in Russian law, but are 

information and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian Law 

on Appraisal. Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs 

(Singapore) Pte. (Company Number: 198602165W). United Kingdom: Persons who would be categorized as private customers in the United 

Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this research in conjunction with prior Goldman Sachs 

research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs 

International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs 

International on request.  

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is 

available at http://www.gs.com/client_services/global_investment_research/europeanpolicy.html  

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as 

a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to 

a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage 

group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment 

recommendations focused on either the size of the potential return or the likelihood of the realization of the return.  

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target.  Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in 

each report adding or reiterating an Investment List membership.  

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook 

on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the following 12 

months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook over the 
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The price targets shown should be considered in the context of all prior published Goldman Sachs research, which may or
may not have included price targets, as well as developments relating to the company, its industry and financial markets.
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following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over 

the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.  

Not Rated (NR). The investment rating and target price, if any, have been removed pursuant to Goldman Sachs policy when Goldman Sachs is 

acting in an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended 
(RS). Goldman Sachs Research has suspended the investment rating and price target, if any, for this stock, because there is not a sufficient 

fundamental basis for determining an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for 

this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered (NC). 
Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The information is not available for display or is not applicable. 

Not Meaningful (NM). The information is not meaningful and is therefore excluded.  

Ratings, coverage views and related definitions prior to June 26, 2006 

Our rating system requires that analysts rank order the stocks in their coverage groups and assign one of three investment ratings (see definitions 

below) within a ratings distribution guideline of no more than 25% of the stocks should be rated Outperform and no fewer than 10% rated 

Underperform. The analyst assigns one of three coverage views (see definitions below), which represents the analyst's investment outlook on the 

coverage group relative to the group's historical fundamentals and valuation. Each coverage group, listing all stocks covered in that group, is 

available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html. 

Definitions 

Outperform (OP). We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months. In-Line 
(IL). We expect this stock to perform in line with the median total return for the analyst's coverage universe over the next 12 months. Underperform 
(U). We expect this stock to underperform the median total return for the analyst's coverage universe over the next 12 months.  

Coverage views: Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical 

fundamentals and/or valuation. Neutral (N). The investment outlook over the following 12 months is neutral relative to the coverage group's 

historical fundamentals and/or valuation. Cautious (C). The investment outlook over the following 12 months is unfavorable relative to the coverage 

group's historical fundamentals and/or valuation.  

Current Investment List (CIL). We expect stocks on this list to provide an absolute total return of approximately 15%-20% over the next 12 months. 

We only assign this designation to stocks rated Outperform. We require a 12-month price target for stocks with this designation. Each stock on the 

CIL will automatically come off the list after 90 days unless renewed by the covering analyst and the relevant Regional Investment Review 

Committee.  

Global product; distributing entities 

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant 

to certain contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on 

industries and companies, and research on macroeconomics, currencies, commodities and portfolio strategy. 

This research is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada by 

Goldman Sachs Canada Inc. regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Germany by Goldman Sachs & Co. 

oHG; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., 

Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs JBWere (NZ) Limited on behalf of 

Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States of America by 

Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in the United Kingdom and 

European Union. 

European Union: Goldman Sachs International, authorised and regulated by the Financial Services Authority, has approved this research in 

connection with its distribution in the European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht, may also be distributing research in Germany. 

General disclosures in addition to specific disclosures required by certain jurisdictions 

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 

consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as 

appropriate, but various regulations may prevent us from doing so. Other than some industry reports published on a periodic basis, the large 

majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have 

investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research 

Division. 

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our 

proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views 

expressed in this research. 

We and our affiliates, officers, directors, and employees, excluding equity analysts, will from time to time have long or short positions in, act as 

principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered companies referred to in this research. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, 

if appropriate, seek professional advice, including tax advice. The price and value of the investments referred to in this research and the income from 

them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may 

occur. Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all 

investors. Current options disclosure documents are available from Goldman Sachs sales representatives or at 
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http://theocc.com/publications/risks/riskstoc.pdf. Fluctuations in exchange rates could have adverse effects on the value or price of, or income 

derived from, certain investments. 

Our research is disseminated primarily electronically, and, in some cases, in printed form. Electronic research is simultaneously available to all 

clients. 

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, One New York Plaza, New York, 

NY 10004. 

Copyright 2007 The Goldman Sachs Group, Inc. 

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior 
written consent of The Goldman Sachs Group, Inc.   


