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Summary

¢ Forget garlic and cayenne pepper — monetary policy can do the trick. We’ve raised our 2005
outlook for GDP growth through the four quarters of 2005 to 4'4% or so.

¢ Fed funds should end next year in a 3%/2%-4% range (and a bit higher in 2006) while the 10-
year approaches 5% in a year and hits a cyclical peak of 5%-5'2% in early 20006, well below
previous market tops.

¢ The dollar should continue its sizeable but orderly decline and while inflation fears may crop
up, the Fed appears ready to do what is necessary to keep those fears from becoming reality.
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Note: 1t’s out! Citigroup’s annual “Prospects for Financial Markets,” our outlook for the economies and financial markets
around the world has just been released. Prepared by our Economic and Market Analysis group, under the supervision of Chief
Economist Kim Schoenbolts, this year’s theme is “Policy BEvolution and Normalization — Market Implications for 2005 and

Beyond.” Our U.S. economic forecast summary appears below. ..

Smith Barney U.S. Forecast Summary

GDP: Seemingly drawing strength from a modest spring soft spot, the economy stared down
an autumn resurgence of energy prices -- and won. We look for fourth quarter real
GDP growth of 3'2%-4% and 4%-4"2% through the four quarters of 2005.
Geopolitical concerns remain, oil prices could wander from the futures path and both
long- and short-term rates should move still higher, but, for the moment at least,

monetary policy still is accommodative.

Consumer: Consumers have been up against a lot but, as usual, have spent their way through.
Inflation remains restrained while job growth is approaching 2 million in 2004, raising
compensation. Confidence has lagged and there’s always fear of “too much debt” but
that fear has been around since the 1970s and it’s yet to come to fruition. Besides, the
debt burden is down and studies have shown that the “cash-out” refi binge improved
balance sheets. Consumers have the capacity to borrow and banks maintain the

willingness to lend.

Housing: Housing markets continue elevated for now and the fall’s data contraindicated the
summer’s suggestion of a modest inventory build. Rates remain historically low,
however, and ARMs are becoming more popular. Affordability is high. Ownership

rates are rising, as the renter becomes a buyer.

Autos: Sales alternatively surprise and disappoint with the ebb and flow of incentives. Will the
consumer continue to respondr Indications are that everyone still loves low financing

rates, even the automakers.

Smith Barney is a division of Citigroup Global Markets Inc. (the "Firm"), which 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.
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Capital Spending:

Inflation:

Federal Budget:

Farnings:

Short-term Rates:

Long-term Rates:

Dollar:

Capital spending began 2004 on a strong note and the pipeline is still heating up.
Despite technology CEO’s concerns, capital spending is proceeding at roughly a 10%
real growth rate. The “technology” component is rising even faster. Small business is
participating. A healthy economic outlook, low capital costs and improved cash flow all
help.

First quarter core CPI growth rate accelerated sharply, but increasingly it appears to
have been just a one-time affair. The monthly change in the core PCE price index has
been either zero or up 0.1% every month since April and its year-to-year increase stands
at just 1.5% - it’s been there virtually all year. Greenspan and friends will continue to
look more closely at inflation expectations, which have remained modest.

The FY2004 deficit hit $413 billion but the year ended with corporate tax receipts strong
and withheld tax payments picking up, confirming recent employment strength. We
look for declines to $380 billion in the cutrent fiscal year and $360 billion in FY2006 but
caution that these declines represent cyclical improvements, not structural
improvements.

S&P earnings rose 15.8% in 2003, ending the year on a still-stronger note. For this year,
S&P earnings should rise by more than 19% (to $66.25), another 8.7% (to $72.00) in
2005 and another 6.3% (to $76.50) in 2006. Dividend growth should be close to 12% in
2004 and slow to 5% or so in 2005 and 2006.

The Fed should remain on its “measured” road away from an accommodative policy but
even a couple of small bumps in the fed funds rate will keep policy on an
accommodative tilt which may not end until funds move closer to 4%. We see funds in
a 3%2%-4% range in a year. Remember it takes time for changes in monetary policy to
impact the economy. We look for a 25 bp rate hike at the December 14 meeting.

Yields on 10-year Treasury notes have moved back above 4'4% as concern about the
dollar and the continued desire of foreign investors to invest in our markets weigh
heavily upon investors. Yields should continue to march on toward 5% in 2005 and
eventually top out in a 5%-5"2%, well below recent cycles. Any further (or quicker)
increases are dependent upon the market’s assessment of the Fed’s inflation-fighting
capabilities. We believe they’re up to the task.

The dollar has taken it on the chin lately as the burden of the twin deficits and how they
are going to be financed exacts a toll. Another sizeable decline in the dollar against most
currencies is anticipated, especially those in emerging Asia. China probably will allow a
modest widening of its currency band next year. We expect the decline to remain
orderly unless U.S. policymakers are viewed as secking to depress the dollar or fostering
further protectionist creep.
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STRATEGIST CERTIFICATION

1, Mitchell Held, hereby certify that all of the views expressed in this research report accurately reflect my personal views about any and all of the
subject issuer(s) or securities. | also certify that no part of my compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report.

IMPORTANT DISCLOSURES

The Private Client Investment Group economic commentary provides market commentary and strategy ideas to the Firm’s clients.
On occasion, information provided herein might include excerpts, abstracts, and other summary material derived from research
reports published by the Global Equity Research Department at Smith Barney. Any reference to a research report or research
recommendation is not intended to represent the whole report and is not in itself considered a recommendation or research report.
Readers are directed to the original research report or note, available from among other sources your salesperson or our on-line
research sites, to review the Equity Research Analyst’s full analysis of the subject company. In addition, valuation methodologies and
associated risks pertaining to price targets, as well as other important disclosures, are contained in research reports and notes
published on or after July 8, 2002.

For important disclosures regarding the companies that are the subject of this research report, please contact Smith Barney Equity Research,
388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Production Administration. In addition, the same important disclosures, with
the exception of the Valuation and Risk assessments, are contained on the Firm’s disclosure website at www.citigroupgeo.com. Private Client
Division clients should refer to www.smithbarney.com/research.

Analysts’ compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc.
and its affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes
revenues from, among other business units, the Private Client Division, Institutional Equities, and Investment Banking.

Smith Barney Equity Research Ratings Distribution

Data current as of 30 September 2004 Outperform/ In-line/Underperform/

Buy Hold Sell

Smith Barney Global Equity Research Coverage (2473) 40% 44% 17%

% of companies in each rating category that are investment banking 5504 5504 47%
clients

Guide To Investment Ratings:

Smith Barney’s stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low [L], Medium [M], High [H], and
Speculative [S].

Investment ratings are a function of Smith Barney’s expectation of total return (forecast price appreciation and dividend yield within
the next 12 months) and risk rating.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are: Buy [1] (expected
total return of 10% or more for Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more
for Speculative stocks); Hold [2] (0%-10% for Low-Risk stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35%
for Speculative stocks); and Sell [3] (negative total return).

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy
[1] (expected total return of 15% or more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks,
and 40% or more for Speculative stocks); Hold [2] (5%-15% for Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk
stocks, and 20%-40% for Speculative stocks); and Sell (5% or less for Low-Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for
High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in risk rating, or a
change in target price. At other times, the expected total returns may fall outside of these ranges because of price movement
and/or volatility. Such interim deviations from specified ranges will be permitted but will become subject to review by Research
Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be
made only after evaluating the stock's expected performance and risk.

OTHER DISCLOSURES

In addition to Investment Banking compensation that is disclosed in the Important Disclosures section of this research report, the Firm
and its affiliates, including Citigroup Inc., provide a vast array of non investment banking financial services, including among others
corporate banking, to a large number of corporations globally. The reader should assume that the Firm or its affiliates receive
compensation for those non investment banking services from such corporations.

For securities recommended in this report in which the Firm is not a market maker, the Firm usually provides bids and offers and may
act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities
that may have been recommended in this report. The Firm may, at any time, hold a trading position (long or short) in the shares of
the subject company(ies) discussed in this report.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not
deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including
the possible loss of the principal amount invested. Although information has been obtained from and is based upon sources Smith
Barney believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. All opinions and
estimates constitute the judgment of Smith Barney’s Equity Research Department as of the date of the report and are subject to
change without notice. If this is a fundamental research report, it is the intention of Smith Barney to provide research coverage of
this/these issuer(s), including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints.
This report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any
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decision to purchase securities mentioned in this research must take into account existing public information on such security or any
registered prospectus.

Investing in non U.S. securities, including ADRs, may entail certain risks. The securities of non U.S. issuers may not be registered with, nor
be subject to the reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available
on foreign securities. Foreign companies are generally not subject to uniform audit and reporting standards, practices and
requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and their prices more volatile
than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of
an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are
estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for exact
dividend computations. Investors who have received this report from the Firm may be prohibited in certain states or other jurisdictions
from purchasing securities mentioned in this report from the Firm. Please ask your Financial Consultant for additional details.

This report may have been distributed simultaneously, in multiple formats, to the Firm’s worldwide institutional and retail customers. If
this report is being made available via the Smith Barney Private Client Group in the United Kingdom and Amsterdam, please note
that this report is distributed in the UK by Citigroup Global Markets Ltd., a firm regulated by the Financial Services Authority (FSA) for
the conduct of Investment Business in the UK. This document is not to be construed as providing investment services in any jurisdiction
where the provision of such services would be illegal. Subject to the nature and contents of this document, the investments
described herein 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 herein may have tax implications for private customers in the UK whereby levels and basis of taxation
may be subject to change. If in doubt, investors should seek advice from a tax adviser. 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 Financial Services Authority and further
details as to where this may be the case are available upon request in respect of this material. This report may not be distributed to
private clients in Germany. If this publication is being made available in certain provinces of Canada by Citigroup Global Markets
(Canada) Inc. ("CGM Canada"), CGM Canada has approved this publication. If this report was prepared by Smith Barney and
distributed in Japan by Nikko Citigroup Ltd., it is being so distributed under license. This report is made available in Australia to non-
retail clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832) and to retail clients through Smith Barney
Citigroup Australia Pty Ltd. (ABN 19 009 145 555), Licensed Securities Dealers. In New Zealand it is made available through Citigroup
Global Markets New Zealand Ltd., a member firm of the New Zealand Stock Exchange. This report does not take into account the
investment objectives, financial situation or particular needs of any particular person. Investors should obtain advice based on their
own individual circumstances before making an investment decision. 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 Citibank Plaza, 145 West Street
(corner Maude Street), Sandown, Sandton, 2196, Republic of South Africa. The investments and services contained herein are not
available to private customers in South Africa. If this report 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.; 20th Floor, Three Exchange Square, Hong Kong. If this report is
made available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., 45th Floor, Citibank Tower,
Citibank Plaza, 3 Garden Road, Hong Kong. This publication is made available in Singapore through Citigroup Global Markets
Singapore Pte. Ltd., a Capital Markets Services Licence.

© 2004 Citigroup Global Markets Inc. Member SIPC. Smith Barney is a division and service mark of Citigroup Global Markets Inc. and
its affiliates and is used and registered throughout the world. Citigroup and the Umbrella Device are trademarks and service marks of
Citicorp or its affiliates and are used and registered throughout the world. Nikko is a service mark of Nikko Cordial Corporation. All
rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. The
Firm accepts no liability whatsoever for the actions of third parties. The Firm makes no representations or warranties whatsoever as to
the data and information provided in any third party referenced website and shall have no liability or responsibility arising out of, or in
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