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 Q309 Results: Is Cash No Longer King? Target To $5.89 
  

 Cashflow Blowout Offset By P&L "Disappointment" & Cautious Outlook — We 
view the -11% stock move to ALU’s Q3 results as an over-reaction to a 6% top 
line miss & marginally higher (in absolute terms) operating loss given the 
blowout FCF generation (>6% of market cap) & minimal changes to 
Q409/2010E EBIT ests. Although management gave cautious commentary on 
overall capex trends, this echoed a number of its peers (e.g. Ericsson, NSN). 

 Mix Improvements & Lower Opex Should Drive Q4 & 2010 Profitability — 
Despite a lower Q3 revenue base, we believe that improving mix (e.g. recovery 
in U.S. CDMA, WCDMA profitability, IP, Services) will drive a 60bps QoQ GM 
increase. Coupled with a sequential decline in opex (cost cutting/FX), we model 
Q4 op. margin of 5.9%. For 2010E, we maintain our 4% op. margin estimate, 
supported by the likely extension of existing cost saving plans. 

 What About The Cash? — One of the key issues in our (and investors) minds 
has been ALU’s continual poor cash flow generation. As we highlighted in our 
note post Q2 results, we urged ALU to “show me the cash”. That its $1,082 
million of operating cashflow this quarter has gone seemingly unnoticed is in 
our view, unmerited.  

 Estimates Largely Unchanged, Target To $5.89 — Our underlying 2010E/11E 
EBIT estimates are lowered by around 3% due to lower revenue expectations. 
Our margin assumptions remain unchanged. We view the sell-off as a buying 
opportunity given our expectations on margin delivery. Target to $5.89 (from 
$5.74) given higher net cash position. Re-iterate Buy/High Risk (1H) rating. 
 

Year to 31 Dec 2007A 2008A 2009E 2010E 2011E 
Sales ($m) 24,390 24,989 21,771 23,678 24,822 
EBITDA ($m) 5,062 8,695 747 2,296 2,855 
Net Income ($m) -787 -931 -107 734 1,211 
EPADR ($) -0.35 -0.41 0.00 0.32 0.52 
EPADR (Old) ($) -0.35 -0.41 -0.02 0.31 0.55 
PE (x) -10.57 -8.95 0.00 11.68 7.08 
EV/EBITDA (x) 0.6 0.6 9.2 2.2 1.4 
Dividend/ADR ($) 0.00 0.00 0.00 0.00 0.00 
Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0 
FX Used EUR 1.37 1.47 1.39 1.47 1.47 

 

Buy/High Risk 1H
Price (30 Oct 09) US$3.69
Target price US$5.89
Expected share price return 59.5%
Expected dividend yield 0.0%
Expected total return 59.5%
ADRs Outstanding 2,260M
ADR/Ord Ratio 1:1
Local Share Price €2.57
Market Cap US$8,768M
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 This is an excerpt from an underlying research report titled “Q309 Results: Is 

Cash No Longer King? Target To €4” dated October 30, 2009. Note that all 

the changes described in this note occurred on the 30th. For a full copy of 

the report, please contact your Citi sales representative. 

 

Results Summary & Outlook 
Having followed Alcatel-Lucent in its various structures and iterations over the 
last decade, it seems almost ironic that the one quarter it truly delivers on 
cashflow that the ADR price declines by around 11%. Although Q3 revenue 
and operating profit were hardly inspiring, for it to overshadow ALU’s stellar 
cash flow generation (FCF of $531 million, or > 6% of its market cap) seems 
excessively harsh in our opinion. Given the relatively inexpensive valuation 
(EV/Sales of around 0.3x), we believe that the ADR is hardly priced for 
perfection and see the negative reaction as a buying opportunity ahead of a 
likely margin recovery in Q409 and beyond. 

One of the potential reasons cited for the sharp sell-off was management’s 
increasingly cautious tone on the overall capex environment, especially in 
Europe and emerging markets (excluding India and China). To a large degree, 
this echoes recent comments from both Ericsson and Nokia Siemens regarding 
the late cycle macro and credit pressures that are becoming increasingly 
visible as operators intensify their cashflow focus given full year targets (e.g. 
France Telecom). 

Nonetheless, with mix set to improve in Q4 as U.S. CDMA recovers from its Q2 
lows (i.e. -70% YoY), WCDMA profitability continues to reverse its heavy losses 
given product rationalisation and improved market positioning, high margin IP 
momentum continues coupled with a slower pace of decline in its legacy 
businesses, we believe that ALU is set to at least meet current consensus 
expectations for Q409 and beyond. 

In terms of the results this quarter, the positive surprise was the lower losses in 
the Carrier division despite the lower revenue and sharp decline in legacy sales 
(e.g. CDMA, GSM, voice switching). We believe this is a reflection of both the 
cost savings (e.g. fixed cost reductions, reversal of WCDMA losses) as well 
improving mix within its growth drivers (e.g. IP, access) 

The most disappointing factor this quarter was the weaker top line, although 
Alcatel-Lucent’s YoY constant currency decline (11%) compared favourably 
with Ericsson (-12%) and Nokia Siemens (-20%). The key miss relative to our 
expectations came in Wireless (9% revenue shortfall) primarily due to lower 
North American CDMA as well as emerging market 2G spend. 

In terms of cost savings, ALU has completed 80% of its planned $1,098 million 
cost reduction program (compared to 35% at the end of Q209) which drove an 
8% QoQ decline in adjusted opex – to some degree also aided by the weaker $. 
Management’s comments that Q4 opex is expected to decline QoQ is 
supportive of our Q4 estimates (we had previously modelled a 3% QoQ 
increase). 

For Q409, we now model a 20% QoQ revenue increase with adjusted operating 

income of $364 million (5.9% margin).  
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Figure 1. Alcatel-Lucent Q309 Results: Actual v.s. Expected 

  3Q09A 3Q09E Cons. ($) Cons. (€) 2Q09A 3Q08A QoQ YoY 

Profit & Loss          
Revenues 5,396 5,639 5,670 3,874 5,481  5,733  -5.6% -9.3%
Gross Margin (%) 33.4% 33.3% 33.1% 33.1% 33.1% 33.0% 30 bps 38 bps
Research and Development Expenses (891) (903) na na (918) (937) 
R&D / sales (%) 16.5% 16.0% na na 16.7% 16.3% -23 bps 18 bps
Administrative and Selling Expenses (1,023) (1,049) na na (1,079) (1,044) 
SG&A / sales (%) 19.0% 18.6% na na 19.7% 18.2% -73 bps 75 bps
Operating Profit (16) 13 (12) (8) (87) 89  -82.3% -117.5%
Operating Margin (%) -0.3% 0.2% -0.2% -0.2% -1.6% 1.5% 129 bps -185 bps
Restructuring costs (56) (1) 0 0 (1) 1,168  
IFRS Operating Profit (16) 13 (12) (8) (87) 89  -82.3% -117.5%
IFRS Operating Margin (%) -0.3% 0.2% (0) (0) -1.6% 1.5% 129 bps -185 bps
Financial Income and Expenses (94) (75) na na (81) (73) 
Tax Expense (26) (31) na na 86  (97) 
Tax Rate (%) 4.3% -10% na na 40.7% -38.5% 
Net Income (108) (73) na na 279  (7) nm nm
Diluted ADRs (weighted average) 2,260 2,260 na na 2,260  2,259  
Diluted EPADR ($)   (0.04)   (0.03)  na  na     0.13           -  nm nm
Revenue Breakdown               
IP 416 436 na na 400  420      
Optics 1,033 1,027 na na 1,022  1,125      
Wireline 591 609 na na 594  698  -4.5% -18.4%
Wireless 1,257 1,385 na na 1,368  1,482  -11.9% -18.3%
other & eliminations (32) (40) na na (38) (44) -18.5% -29.0%
Carrier 3,265 3,418 na na 3,346  3,683  -6.4% -14.6%
Applications Software 419 378 na na 365  337  
Enterprise  366 389 na na 362  426  -3.1% -17.2%
Service 1,272 1,366 na na 1,225  1,196  -0.5% 2.5%
Other 75 91 na na 182  92  nm nm
Group 5,396 5,639 5,635 3,850 5,481  5,733  
Adjusted Operating Profit Breakdown          
Carrier (40) (69) na na (191) 31  -80.1% -222.7%
Applications Software 0 (12) 0 (35) (31) 
Enterprise  6 0 na na (8) 30  -166.7% -81.0%
Service 56 110 na na 122  124  -56.3% -56.8%
Other (38) (16) na na 25  (65) nm nm
Group (16) 13 (26) (18) (87) 89  
Operating Margin Breakdown (%)          
Carrier -1.2% -2.0% na na -5.7% 0.8% 
Applications Software 0.0% -3.0% na na -9.6% -9.2% 
Enterprise  1.6% 0.0% na na -2.3% 7.0% 
Service 4.4% 8.0% na na 10.0% 10.4% 
Group -0.3% 0.2% -0.5% -0.5% -1.6% 1.5% 
Cash Flow          
Operating Cash Flow pre working capital 40 81 na na (111) 38  -134.2% 0.0%
Working Capital 720 (23) na na (620) 110  -211.3% 530.8%
Operating Cash Flow 760 56 na na (731) 148  -199.6% 394.3%
Capital Expenditure (230) (243) na na (246) (306) -10.3% -27.6%
Free Cash Flow 530 (186) na na (977) (158) -152.0% -423.2%
Balance Sheet          
Inventories 2,734 3,539 na na 3,085  3,470  -15.0% -24.1%
Accounts Receivable 4,517 5,013 na na 4,806  5,574  -9.9% -21.9%
Accounts Payable 5,727 5,948 na na 5,638  6,211  -2.6% -11.1%
Operating Working Capital 1,481 2,288 na na 2,008  2,038  -29.3% -30.0%
Working Capital / Sales (%) 6.3% 9.6% na na 6.3% 8.4% 0 bps -210 bps
Days Sales Outstanding (Days) 70 74 na na 76  84  -7.8% -16.5%
Net Cash (debt) excluding Thales stake 866 (205) na na 39  (812) 2014.3% nm
F/X Used ($/EUR)      1.46      1.46          1.46       1.40       1.41    

Note: Percentage figures are calculated on local currency numbers not accounted for F/X rate. 

Source: Company Reports, SME Direkt and Citigroup Investment Research 

3Q09 Actual v.s. Expected
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Changes To Estimates, Target To $5.89 (from 
$5.74) 
 
 

Figure 2. Alcatel-Lucent: Summary of Changes to Estimates 

        New Forecasts   % Difference   
  2009E 2010E 2011E 2009E 2010E 2011E 2009E 2010E 2011E 

Group Revenue 22,359 24,332 25,508 21,771 23,678 24,822  -2.6% -2.7% -2.7%
Group Revenue Growth YoY (%) -5.6% 3.1% 4.8% -8.1% 3.0% 4.8% -248 bps -6 bps 0 bps
Group Gross Margin (%) 32.4% 34.8% 36.6% 33.1% 34.8% 36.6% 65 bps 0 bps 0 bps

        
Research and Development Expenses (3,578) (3,699) (3,827) (3,528) (3,599) (3,724) -1.4% -2.7% -2.7%
R&D / sales (%) 16.0% 15.2% 15.0% 16.2% 15.2% 15.0% 20 bps 0 bps 0 bps
Administrative and Selling Expenses (4,271) (3,796) (3,980) (4,137) (3,694) (3,872) -3.1% -2.7% -2.7%
SG&A / sales (%) 19.1% 15.6% 15.6% 19.0% 15.6% 15.6% -10 bps 0 bps 0 bps

        
Group Operating Profit (60) 973 1,531 (92) 948 1,489  52.9% -2.7% -2.7%
Group Operating Margin (%) -0.3% 4.0% 6.0% -0.4% 4.0% 6.0% -15 bps 0 bps 0 bps

        
Diluted EPADR (Adjusted) ($)     (0.02)      0.31      0.55  0.00      0.32      0.52  n/a 1% -4%

        
Working Capital/Sales 6.9% 6.7% 7.0% 4.2% 4.0% 3.5% -266 bps -268 bps -353 bps
Free Cash Flow (1,492) 989 1,383 (1,054) 1,114 1,021  29.3% -12.6% 26.2%
ROIC -9.5% 3.5% 6.2% -6.9% 3.2% 5.5% 254 bps -30 bps -68 bps
F/X Used ($/EUR)       1.39       1.47       1.47       1.39       1.47       1.47      

Note: Percentage figures are calculated on local currency numbers not accounted for F/X rate. 

Source: Citi Investment Research and Analysis 
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Alcatel-Lucent 
 
Company description 

Alcatel-Lucent supplies communication networks to carriers, governments and 
enterprises. Broadband access, optics, IP routing, CDMA/GSM networks & 
integration services make up most of its sales. By revenues, ALU is No1 in 
carrier fixed line & No3 in mobile. It employs 77k staff (pre-synergies but post 
Space). 
 
Investment strategy 

We rate Alcatel-Lucent as Buy/High Risk (1H). We believe that despite 
significant portfolio and end-market challenges, the company's cost savings 
initiatives, and focus on profitability will drive a margin recovery over the 
medium term. In our view, this will be primarily driven by improvements in its 
key Carrier division given its legacy of multiple platforms, bloated cost base, 
and poor mix. In fixed, we believe the company is the industry leader in 
broadband/video deployments with telcos, which will drive optical network 
upgrades. Services is likely to be a key revenue and margin driver over the 
medium term given operators' needs to lower opex and outsource non-core 
competencies. Finally, we see an improvement in cash generation over the 
medium term given improving profitability and working capital progress. 
Although balance sheet & pension concerns dominate investor fears, we 
believe this is overdone. 
 
Valuation 

Our Alcatel-Lucent target price is $5.89. We apply a 14x multiple to our 
estimate of 2010E "normalised" net earnings excluding net interest. This is 
based on a group operating margin of 6% (post restructuring, share-based 
payments and merger synergies) and a 8% tax rate. We also adjust for the 
ceiling of its pension liabilities, net cash, and subtract the 50% minority 
interest of the Alcatel Shanghai Bell JV. We note the increasing valuation 
sensitivity to quarterly fluctuations in the funded status of the pension fund. 
 
Risks 

We rate Alcatel-Lucent as High Risk, based on our assessment of industry and 
company-specific risk factors. The following risks that could impede the ADR 
price from reaching our target price:  

(1) Additional near-term capex cuts from operators (U.S. CDMA/wireline, EU 
wireline, emerging market GSM) following financial market turmoil/macro 
weakness. The company has already cited the potential impact of fixed access 
spending in Europe. 

(2) Additional cash injection into its U.S. management pension plan should fall 
below its 94% funded threshold. Should this arise, we note that the company 
has up to three years to make this payment. 

(3) Market share losses/pricing pressure from the transition to 4G standards 
given its incumbent CDMA position.  

(4) Emerging market GSM may suffer prolonged price pressure as other larger 
vendors exploit their scale advantages. 
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(5) Data services uptake (particularly IPTV in the case of ALU) is a critical 
driver of long-term telecom capex growth. 
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companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available 
Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its 
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of 
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. 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. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who 
reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the 
Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking 
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private 
Banking wholesale clients through bankers and relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, 
investors should contact the Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and 
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services to clients.  The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, 
BACEN - Brazilian Central Bank, APIMEC - Associação Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional 
dos Bancos de Investimento.  Av. Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by 
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  The Product is made available in France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul 
Cézanne, 8ème, Paris, France.  The Product may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets 
Deutschland AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin).  Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am 
Main.  If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank 
Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission.  If the Product is made 
available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  The 
Citigroup Private Bank and Citibank N.A. is regulated by the Hong Kong Monetary Authority.  The Product is made available in India by Citigroup Global Markets India 
Private Limited, which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy hereof may 
be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws 
and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and 
Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the 
Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market 
laws and regulations.  The Product is made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Foro 
Buonaparte 16, Milan, 20121, Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services 
Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by Nikko Cordial Securities Inc. it is being so distributed under license.  In 
the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO) website.  If you have questions 
regarding GEO, please call (81 3) 6270-3019 for help.  The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by 
Financial Supervisory Commission and the Financial Supervisory Service.  Hungkuk Life Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061.  The Product 
is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission.  Menara Citibank, 165 Jalan Ampang, 
Kuala Lumpur, 50450.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex 
("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, 
D.F.  In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company Number 604457), a Participant of the New Zealand 
Exchange Limited and regulated by the New Zealand Securities Commission.  Level 19, Mobile on the Park, 157 Lambton Quay, Wellington.  The Product is made available in 
Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar 
Road, P.O. Box 4889, Karachi-74200.  The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is 
regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul. Chalubinskiego 8, 00-630 Warszawa.  The Product is made available in the Russian 
Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the 
Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor 
any information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation or outside 
the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as 
amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global 
Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore.  1 Temasek Avenue, #39-02 Millenia Tower, 
Singapore 039192.  The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that 
is regulated by Monetary Authority of Singapore.  Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 
2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange 
South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers in South 
Africa.  The Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y 
Gassef, 4th Floor, Madrid, 28006, Spain.  The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd., which is regulated by 
Securities & Futures Bureau.  No portion of the report may be reproduced or quoted in Taiwan by the press or any other person.  No. 8 Manhattan Building, Hsin Yi Road, 
Section 5, Taipei 100, Taiwan.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange 
Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through 
Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these 
materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center 
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA" to Professional Clients and Market Counterparties only and should not be relied upon 
or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The Product is 
made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may relate to 
investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are 
available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by 
Citigroup Global Markets Inc, which is regulated by NASD, NYSE and the US Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless 
specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority.  Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.  Compensation of equity research 
analysts is determined by equity research management and Citigroup's senior management and is not linked to specific transactions or recommendations.  The Product 
may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to be construed as providing 
investment services in any jurisdiction where the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments 
described therein are subject to fluctuations in price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be 
subject to sudden and large falls in value that could equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for 
private customers whereby levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport 
to identify the nature of the specific market or other risks associated with a particular transaction.  Advice in the Product is general and should not be construed as 
personal advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, 
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before acting on the advice, consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial 
product, it is the client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the 
product. 

© 2009 Citigroup Global Markets Inc.  Citi Investment Research & Analysis is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and 
registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and its affiliates and are used and registered throughout 
the world.  All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information 
and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, 
computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose 
with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, 
computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services 
marks of MSCI and its affiliates. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm 
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which 
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of 
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does 
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the 
Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 

 


	Alcatel-Lucent
	Company description
	Investment strategy
	Valuation
	Risks


