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Price Performance

 YTD 1m 3m 12m
Abs -38.8% -10.3% -34.8% -48.2%
 

ITT Educational Services Inc (ESI;ESI US) 
 2009A 2010E

(Old)
2010E

(New)
2011E

(Old)
2011E

(New)
2012E

EPS - Recurring ($) 
 Q1 (Mar) 1.56 2.46A 2.46A 2.79
 Q2 (Jun) 1.85 2.78A 2.78A 3.02
 Q3 (Sep) 1.98 2.67A 2.82A 2.88
 Q4 (Dec) 2.56 3.22A 3.17A 3.21
 FY 7.91 11.13A 11.21A 12.20 11.90 11.27
Bloomberg EPS FY ($) 7.80 11.18A 12.14 11.66
P/E FY 7.4 5.3A 5.2A 4.8 4.9 5.2
Quarterly EPS in 2009 do not add up to annual 2009 EPS due to share repurchases. 
Source: Company data, Bloomberg, J.P. Morgan estimates. 'Bloomberg' above denotes Bloomberg 
consensus estimates. 

  
Company Data 
Price ($) 58.45
Date Of Price 21 Oct 10
52-week Range ($) 121.98 - 50.00
Mkt Cap ($ mn) 1,929.49
Fiscal Year End Dec
Shares O/S (mn) 33
Price Target ($) 75.00
Price Target End Date 31 Dec 11 

 
See page 6 for analyst certification and important disclosures.  
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their 
investment decision.  

If you are interested in obtaining 
a copy of our ESI model, please 
contact your salesperson. 

SAVE THE DATE           
Ultimate Services Conference      
Tuesday, November 9, 2010            
J.P. Morgan Conference Center       
New York City 

This morning, ESI reported its 3Q10 EPS of $2.82 (vs. consensus $2.73; JPMe $2.67). 
However, ~$0.12 of the beat came from share repurchases. The company reconfirmed 
its full-year 2010 EPS guidance (at $11.00-$11.35). Operating efficiencies in both 
expense lines drove an impressive operating margin expansion of ~200 bps y/y. 

• We don’t think it is “business as usual.” While mgmt presented a “business as 
usual” picture, we think ESI is actively working on various impact scenarios and 
implementing strategies (increasing the number of recruiters, changing media mix) 
to address risks of possible regulatory/legislative changes. Broadly speaking, we 
think that DC concerns (gainful employment, Senate hearings, GAO findings) are 
starting to impact fundamentals of education services companies. While there is still 
uncertainty around what the final version gainful employment regulations will look 
like and what elections may bring to the table, we get a sense that education 
companies are adjusting marketing messages, tweaking processes, and perhaps re-
focusing on identifying students more likely to succeed. 

• Growth strain is visible, but few countercyclical risks yet. Revenues grew 
healthy 18% y/y, but showed signs of fatigue as new and total enrollments missed 
our and consensus estimates (for the second consecutive quarter), and retention and 
revenue per student declined. ESI’s new enrollments declined 4% y/y (for the first 
time since 2001) and have underperformed normal seasonal trends for the third 
consecutive quarter. Mgmt stated that the y/y decline was due to 1) difficult 
comparables (all-time high starts in 3Q09), 2) lower productivity of newly hired 
enrollment counselors, and 3) change in media mix. On the point of 
countercyclicality, while mgmt stated that ESI had not seen a decline in demand for 
its programs, we think the company will see stronger countercyclical headwinds 
when the unemployment rate declines (most likely in late 2011 or 2012). 

• We remain Neutral on ESI. We raise our 2010 EPS by $0.08 to $11.21, but lower 
2011 EPS by $0.30 to $11.90. Trading at 5x our 2011 est. vs. the sector average of 
8x, shares of ESI properly reflect the regulatory and countercyclical overhang in our 
view. We are also establishing a Dec 2011 PT of $75. While ESI is an inexpensive 
stock, we prefer APOL as a value play. 

• Please register: November 9, 2010, New York City: J.P. Morgan Ultimate Services 
Conference will feature a dedicated Education Services track. 
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Growth strain is more visible in 3Q10. Revenues grew a healthy 18% y/y, but 
showed signs of fatigue as new and total enrollments missed our and consensus 
estimates (for the second consecutive quarter), and retention and revenue per student 
declined. 

ESI’s new enrollments declined 4% y/y for the first time since 2001. Management 
stated that the y/y decline in starts was due to 1) incredibly difficult comparables (all-
time high starts in 3Q09), 2) lower productivity of newly hired enrollment counselors 
(whose number grew 20% y/y), and 3) change in media mix. On a sequential basis, 
we note that starts have underperformed normal seasonal trends for the last three 
quarters (23% in 3Q10 vs. 43% average, -6% in 2Q10 vs. +5% average, and 18% in 
1Q10 vs. 24% average). 

Countercyclical headwinds should be forthcoming. Management stated that ESI 
had not seen a decline in demand for its programs, consistent with what we hear from 
other operators in the space. We think the company will see stronger countercyclical 
headwinds when the unemployment rate declines (most likely in late 2011 or 2012). 
We note that due to its focus on associate’s degrees, ESI saw more tailwinds (over 
the last two years) than the sector overall. 

Student persistence headwinds appear to be stronger. Student persistence 
declined 120 bps y/y in 3Q10, following an 80 bps y/y decline in 2Q10. Management 
pointed to 1) declining student retention, particularly for the second-year students 
and 2) higher number of graduates in 3Q10 (and for the next several quarters), both 
of which impact our simplified persistence metric. Management suggested that 
tweaking scholarship policies (such as placing greater emphasis on completion-based 
awards) should improve second-year persistence, which we think is wise. While ESI 
does not disclose the number of graduating students, we find it reasonable that higher 
graduation for ESI programs (predominantly associate’s degree) happens 
approximately two years after new enrollments began to surge (in 2Q08). 

Investment Opinion 
• Long history of consistent growth is attractive in this environment. With top-

line and EPS CAGRs of 13% and 27%, respectively, over the last 14 years, ITT is 
one of the most consistent operators in the space. Its mostly organic expansion 
strategy resulted in 35%+ returns on capital and most recently 80%+ (far 
outpacing its peers). 

• Vertical expansion to higher degree levels is positive to brand and margins. 
Upstream shift is highly attractive for ITT, as it may be able to prolong duration 
of students’ stay, and improve retention rates, both of which have positive 
implications for margins. Management cited that 30% of its associate’s degree 
candidates matriculate to the bachelor’s degree level. 

• On balance, downside risks include potential negative effects of ITT’s high 
tuition ($41,000 for associate’s degree, the most costly in the sector). Over the 
intermediate term, pricing power may be limited compared to its peers, evidenced 
by the expanded use of scholarships. High tuition rates have also led, in part, to 
industry-high operating margins; that said, given the massive operating margin 
expansion, it is hard to verify whether ESI is investing enough in its infrastructure 
and growth initiatives. In addition, high tuition rates and resulting profitability 
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also attract the attention of regulators, particularly in relation to the ED’s 
proposed “gainful employment” regulation. 

• In addition, high exposure to private lending could result in upside or 
downside volatility, depending on the resolution of the lending challenges. We 
estimate that ESI will receive ~12-16% of revenues in 2010 from private loans 
(institutional and third-party), making the company one of the institutions in our 
coverage most affected by the student lending challenges. 

Outlook 
ESI confirmed its full-year 2010 EPS guidance at $11.00-$11.35. In addition, 
management confirmed bad debt to remain unchanged at 4-6% range (down from 
6.2% in 2009), and for DSO to remain at 10-15 days (from 21 days in 2009). The 
decline in these metrics is primarily driven by the ramp-up of the PEAKS program, 
which will substitute for much of the on-balance sheet financing. In addition, 
management confirmed its 2010 FCF target at $500mln (up from $271mln in 2009). 

We expect 4Q10 revenue to grow 9% y/y, driven by 11% y/y growth in total 
enrollment (reported in 3Q10) and offset by a 2% y/y decline in revenue per student. 
We also expect ~85 bps y/y of operating margin expansion in 4Q10 and EPS of 
$3.17. 4Q10 bad debt (as percentage of revenue) should decline ~100 bps y/y to 
5.9%, but advertising costs should be up y/y (due to rising spot advertising rates for 
traditional media). 

For 2011, we estimate revenue growth of 2% y/y driven by 3% y/y growth in average 
enrollment but offset by a modest decline in revenue per student. We think that 
efficiencies in the expense lines are likely to produce ~50 bps y/y of operating 
margin expansion (to 39.4%). Our full-year 2011 EPS estimate is $11.90, down from 
our previous estimate of $12.20. We also think that 2011 FCF will be lower than in 
2010 as benefits from the PEAKS program (which refinances on-balance sheet loans) 
will diminish. 

We are also introducing our 2012 EPS estimate of $11.27, which reflects our 
expectation of countercyclical headwinds starting in 2012 and potential operating 
changes in preparation for gainful employment regulations. However, our estimates 
do not include the impact of the gainful employment sanctions (starting in July 
2012), as the Education Department plans to propose the final version of the 
regulations in early 2011. 

Valuation 
Trading at 5x our 2011 estimate vs. the sector average of 8x, shares of ESI are fairly 
valued in our view, partly due to the risks and uncertainties around ESI’s exposure to 
the Education Department’s proposed regulations and countercyclical overhang. 
Please refer to Table 1 for sector valuation metrics. 

We are also establishing a Dec-2011 PT of $75 for ESI. We obtain this price target 
by applying 6.5x multiple to our 2012 EPS estimate of $11.27. We think this 
multiple (6.5x, a slight premium to the current forward P/E multiple of 5x) 
appropriately reflects a more normalized environment for education services in 2011. 
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Our prior Dec-2010 PT of $120 was based on a 10x multiple and our prior 2011 EPS 
estimate of $12.20. The 10x multiple reflected an average forward multiple for the 
last year through June. 

We maintain our Neutral rating on ESI. 

Table 1: Comparative Valuation Table  
JPM Stock
Price % of Market Enterprise EV/ FCF

JPM Target US$ Price US$ 52-Wk YTD 1 2 Cap Value EPS EPS EPS P/E P/E P/E P/Sales EBITDA Yield
Company Ticker Rating 12/31/2010 10/21/2010 High 2010 Year Year (US$ MM) (US$ MM) CY2010 CY2011 Growth NTM CY2010 CY2011 LTM CY2010 LTM

American Public Education APEI NR $32.80 67% -5% -6% NA $624 $538 $1.50 $1.84 23% 20.3x 21.9x 17.8x 3.6x 9.8x 5.1%
Apollo Group APOL OW $65 $36.27 47% -40% -51% -39% $5,380 $3,762 $4.01 $4.36 9% 8.2x 9.0x 8.3x 1.1x 2.6x 14.0%
Bridgepoint Education BPI N $23 $14.13 51% -6% -7% NA $858 $652 $1.86 $2.31 24% 7.6x 7.6x 6.1x 1.5x 3.1x 15.6%
Capella Education CPLA N $90 $66.95 68% -11% -1% 56% $1,139 $947 $3.70 $4.59 24% 16.3x 18.1x 14.6x 3.0x 8.2x 4.9%
Career Education CECO NR $17.33 48% -26% -29% 6% $1,419 $1,109 $2.99 $3.34 12% 5.5x 5.8x 5.2x 0.7x 2.5x 12.5%
Corinthian Colleges COCO NR $4.62 24% -66% -75% -69% $409 $514 $1.52 $1.16 -24% 3.5x 3.0x 4.0x 0.2x 1.8x 46.4%
DeVry DV OW $75 $44.64 60% -21% -19% -10% $3,227 $2,907 $4.32 NA NA 9.7x 10.3x NA 1.8x 5.5x 9.8%
Education Management EDMC N $18 $10.15 38% -54% NA NA $1,462 $2,627 $1.69 $2.03 20% 5.3x 6.0x 5.0x 0.6x 4.1x 15.0%
Grand Canyon Education LOPE NR $20.24 71% 6% NA NA $942 $897 $1.25 $1.68 34% 13.6x 16.2x 12.1x 2.9x 8.0x 0.5%
ITT Educational Services ESI N $75 $58.45 48% -39% -47% -28% $1,929 $1,817 $11.21 $11.90 6% 4.9x 5.2x 4.9x 1.2x 2.8x 17.9%
Lincoln Education LINC NR $12.25 43% -43% -46% -7% $324 $333 $2.47 $2.54 3% 4.8x 5.0x 4.8x 0.5x 2.4x 15.3%
Strayer Education STRA OW $270 $127.99 49% -40% -41% -36% $1,754 $1,626 $9.83 $11.70 19% 12.4x 13.0x 10.9x 3.0x 6.8x 6.9%
Universal Technical Institute UTI NR $18.15 72% -10% -8% 6% $449 $357 $1.35 NA NA 12.2x 13.4x NA 1.1x NA 5.6%
J.P. Morgan Market Cap Weighted Mean -30% -30% -16% 9.1x 9.9x 8.4x 1.6x 4.4x 12.2%
Mean 53% -27% -30% -13% 9.6x 10.3x 8.5x 1.6x 4.8x 13.0%

Note:  
1. EPS Estimates: Companies under coverage (APOL, BPI, CPLA, DV, EDMC, ESI, STRA)- JP Morgan estimates, others are Bloomberg consensus estimates 
2. JPM Ratings: OW - Overweight,  N - Neutral, U - Underweight, NR - Not Rated, NTM - Next 12 months, LTM - Last 12 months
Source: J.P. Morgan estimates, Bloomberg, Company reports

Performance, %

 

Third Quarter 2010 Analysis 
3Q10 Revenues grew 18% y/y to $401 million, below our 19% y/y growth estimate. 
Revenue per student declined 2.5% y/y, below our -1% y/y estimate. Total 
enrollments in 3Q10 grew 11% y/y (to 88,004), while 3Q10 starts fell 4% y/y (to 
26,664). 3Q10 Student persistence declined 120 bps y/y. 

Efficiencies in the Costs of Educational Services were mild, resulting in a ~80 bps 
y/y gain in gross margin (to 66.4%), in line with our estimate. Student Services and 
Administrative Expenses declined 123 bps y/y to 28.6% of revenue (vs. our 
estimate of 29.1%). The improvement was attributed to a ~130 bps y/y decrease in 
bad debt expense (to 5.5% of revenues), offset by increased media costs (up 25% 
y/y) and larger enrollment staff (up 20% y/y). Management expects continuation of 
bad debt expense improvements in 4Q10. 

3Q10 Operating margin increased a solid ~200 bps y/y to 37.8% of revenues, 
compared to our estimate of 37.3%, the third-highest level in recent history 
(4Q09 showed the highest margin). 

3Q10 Income tax rate was 38.5%. 3Q10 EPS grew 43% y/y to $2.82, above our prior 
estimate of $2.67. However, approximately $0.12 of the beat came from share 
repurchases. 

On the balance sheet, net cash was $113 million, or $3.41 per share. Deferred 
revenue increased 33% y/y to $195 million and now represents 49% of revenue. 

In addition, days sales outstanding were 20 days (down 6 days compared to 3Q09). 
The decrease in DSOs resulted primarily from an increase in the amount of funds 
students received from third-party private education loans and scholarships in 2010. 
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Cash flow from operations grew 56% y/y in 3Q10 to $117 million and free cash 
flow grew 53% to $109 million. 3Q10 Capex was 2.0% of revenue, or $8 million. 

ITT repurchased ~1.8 million shares of its stock for ~$115 million, shrinking the 
diluted share count by 4% sequentially and 13% y/y. In October, the company’s 
Board increased its share repurchase authorization by 5 million shares. As a result, 
the company has ~6.7 million shares remaining under authorization. 

ITT opened one new campus in Phoenix bringing the number of campuses to 126. 
The company also has four learning sites. Management noted that they anticipate 
beginning operations of three to five additional locations during 4Q10, putting ESI 
on track to achieve a goal of opening eight to ten locations in 2010. 

ESI management did not make incremental comments about pending regulations on 
gainful employment. 

Company Description 
Headquartered in Indianapolis, IN, ITT Educational Services, through its sole school 
brand ITT Technical Institutes, operates a network of degree-granting accredited 
schools and offers certificate, associate’s, bachelor’s, and master’s degrees. ITT 
typically serves students looking to gain entry-level jobs in a new profession and 
currently enrolls more than 85,000 students. The company grants degrees in 
technology, business, criminal justice, and allied health and operates 126 ITT 
institutes and four learning centers in 37 states. ITT institutes are nationally 
accredited by the Accredited Council of Independent Colleges and Schools (ACICS). 
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Other Companies Recommended in This Report (all prices in this report as of market close on 20 October 2010) 
Apollo Group (APOL/$36.86/Overweight) 

Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Market Maker: JPMS makes a market in the stock of Apollo Group.  
• Lead or Co-manager: J.P. Morgan acted as lead or co-manager in a public offering of equity and/or debt securities for ITT 

Educational Services Inc within the past 12 months.  
• Client of the Firm: Apollo Group is or was in the past 12 months a client of JPM; during the past 12 months, JPM provided to the 

company investment banking services, non-investment banking securities-related service and non-securities-related services. ITT 
Educational Services Inc is or was in the past 12 months a client of JPM; during the past 12 months, JPM provided to the company 
investment banking services and non-securities-related services.  

• Investment Banking (past 12 months): J.P. Morgan received, in the past 12 months, compensation for investment banking services 
from Apollo Group, ITT Educational Services Inc.  

• Investment Banking (next 3 months): J.P. Morgan expects to receive, or intends to seek, compensation for investment banking 
services in the next three months from Apollo Group, ITT Educational Services Inc.  

• Non-Investment Banking Compensation: JPMS has received compensation in the past 12 months for products or services other 
than investment banking from Apollo Group. An affiliate of JPMS has received compensation in the past 12 months for products or 
services other than investment banking from Apollo Group, ITT Educational Services Inc.  
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Apollo Group (APOL)  Price Chart

OW $72

OW $70 OW $95

N OW OW $87 OW $85 OW $65

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
Break in coverage May 03, 2005 - Jul 16, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
($) 

Price Target 
($) 

16-Jul-07 N 62.78  --  
17-Jul-08 OW 55.52  --  
22-Jul-08 OW 60.34 70.00 
23-Jul-08 OW 60.34 72.00 
11-Dec-08 OW 73.53 87.00 
09-Jan-09 OW 85.27 95.00 
22-Feb-10 OW 57.90 85.00 
14-Oct-10 OW 49.50 65.00 
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ITT Educational Services Inc (ESI)  Price Chart
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Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
Break in coverage May 03, 2005 - Jul 16, 2007. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
($) 

Price Target 
($) 

16-Jul-07 N 119.96  --  
23-Jan-09 N 126.21 135.00 
24-Apr-09 N 100.82 115.00 
23-Apr-10 N 112.69 120.00 

 

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
J.P. Morgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] J.P. Morgan Cazenove’s UK Small/Mid-Cap dedicated research 
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J.P. Morgan Equity Research Ratings Distribution, as of September 30, 2010 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

J.P. Morgan Global Equity Research 
Coverage 

46% 43% 12% 

    IB clients* 49% 45% 33% 
JPMS Equity Research Coverage 43% 48% 8% 
    IB clients* 69% 60% 50% 

*Percentage of investment banking clients in each rating category. 
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your J.P. Morgan representative.  
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Singapore: This material is issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P) 
020/01/2010 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the 
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the 
MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a 
Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in 
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and 
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorized by the Capital Market Authority of the Kingdom 
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 
35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi 
Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered 
address is Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE. 
  

Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPMSL's policies for managing conflicts of interest arising 
as a result of publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain 
such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services 
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be 
acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons 
regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in 
Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not 
distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Germany:  This material is 
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are 
regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Hong Kong:  The 1% ownership disclosure as of the previous month end 
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities 
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from 
two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan Structured 
Products B.V. and listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website: 
http://www.hkex.com.hk/prod/dw/Lp.htm.  Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of 
share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan 
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Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the 
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments 
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers 
Association, The Financial Futures Association of Japan.  Korea:  This report may have been edited or contributed to from time to time by 
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch.  Singapore:  JPMSS and/or its affiliates may have a holding in any of the 
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures 
section above.  India:  For private circulation only, not for sale. Pakistan:  For private circulation only, not for sale. New Zealand:   This 
material is issued and distributed by JPMSAL in New Zealand only to persons whose principal business is the investment of money or who, in the 
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the 
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third 
party or outside New Zealand without the prior written consent of JPMSAL.  Canada:  The information contained herein is not, and under no 
circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of 
an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in 
Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only 
by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement 
in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no circumstances to 
be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the 
information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory 
of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory 
authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the 
securities described herein, and any representation to the contrary is an offence. Dubai:  This report has been issued to persons regarded as 
professional clients as defined under the DFSA rules. 
  

General:  Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan 
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any 
disclosures relative to JPMS and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing is as 
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this 
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual 
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to 
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments 
mentioned herein. JPMS distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic 
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other 
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home 
jurisdiction unless governing law permits otherwise.  
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