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Who Am |?

e Sellside Equity Research regularly publish reports on publicly traded, including regulated
and integrated utilities and IPPs

e Please email me after if you would like to be added to our research distribution list
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Where are we today?

Power Prices (and Markets) Have Recovered Some..

e Are we looking at some of the best years yet?

— Counterpoint: Staring down from the top of the market even?
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... Even Upstate Has Recovered

e [t's not just been PJM, but New York too..
— We're surprise by the recovery in upstate in particular

— Nuclear retirement talk has enabled some talk, but it appears gas driven too...
That appears unlikely/unsustainable.

NYISO Zone A — ATC Power Prices ($/MWh) NYISO Zone A — ATC Heat Rates (btu/KWh)
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Driven by Gas Price Recovery in the Region

e Continued recovery in Algonquin prices since 2012.
— Transco has been recovering nicely since early this year

TransCo — Zone 6 Basis ($/MMBtu) Algonquin ($/MMBtu)
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Structural or Cyclical Headwind in Gas Prices?

Dramatic fall in Delivered Cost of Gas

Dominion South Point Forwards TETCO M3 (NJ-PA) $/MMBtu
$/MMBtu
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e When will the gas takeaway issues get resolved?
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The Debate: Will Supply Outstrip Demand?

Eventually, yes, but right now, not so sure

e What's the new pipeline sources?
— New York: Constitution (0.6 bcf/d) and further expansion of Millennium Pipeline (0.2-0.5 bcf/d)
— New Jersey: Expansion of TETCO of

e What's the new demand? Generation primarily.

— New York: Additional gas capacity to eventually enable IP retirement, includes Danskammer and
potentially another contracted CCGT (Cricket Valley?)

— New Jersey: Hess' Newark Energy Center and LS Powers' West Deptford

e What else is at play?

— Less Canadian production: How will continued decline in Western Canadian production factor
into the Dawn Hub and New England prices?

— Conversion of Gas to Oil pipelines could exacerbate decline.

e Litany of other moving pieces keep this math approximate— and limited to the winter peak days.
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Add Capacity Market Improvement Too...

o NY Capacity Prices have continued to improve
— Here too, we think we could be looking at the top of the market
— New Capacity (namely Hudson Transmission Partners, HTP) will limit any upside

e \What about new entrants?
— We see limited merchant investment outside of contracted constructs

e Exports to New England?
— Upside to New York prices: clear potential, but would be for 2018/19
— Mis-match on auction timing

3 UBS



Capacity Market Forecast : New York Better than
Most

e NY Capacity Prices are better than adjacent regions

— More imports in very near term?

NYISO ICAP Forecast 2007 2008 2009 2010 2011E 2012E 2013E 2014E 2015E

NYC Forecast

Summer ICAP ($/kW-month) 12.37 6.50 6.75 12.90 13.54 11.70 14.80 1624  14.00
$IKW-yr 148.44 78.00 8100 15480 16248 14040  177.60 194.88  168.00
$/MW-day 407 214 222 424 445 385 487 534 460

Winter ICAP ($/kW-month) 5.67 1.91 2.79 4.65 4.60 2.70 4.50 754 8.54
$IKW-yr 68.04 22.92 33.48 55.80 55.20 32.40 54.00 90.48  102.48
$/MW-day 186 63 92 153 151 89 148 248 281

Annualized ($/KW-yr) ¥ 10072 7 5222 " 6096 " 10520 " 10504 7 90.00 " 121.88 " 14268 7 129.24
$/MW-day 276 143 167 288 288 247 334 391 354

NY - Rest of State (RoS)

Summer ICAP ($/kW-month) 2.25 2.67 3.01 2.47 055 1.25 4.20 5.15 4.00
$IKW-yr 27.00 32.04 36.12 29.64 6.60 15.00 50.40 61.80  48.00
$/MW-day 74 88 99 81 18 41 138 169 132

Winter ICAP ($/kW-month) 2.50 1.91 1.77 1.75 0.39 0.15 0.82 258 358
$IKW-yr 30.00 22.92 21.24 21.00 4.68 1.80 9.84 3096  42.96
$/MW-day 82 63 58 58 13 5 27 85 118

Annualized ($/KW-yr) oot " 21207 28647 260" 5167 974" 3364 " 4638 7 39,68
$/MW-day 75 75 78 62 14 27 92 127 109

Lower Hudson Valley Estimate

Summer ICAP ($/kW-month) 9.96 8.00
$IKW-yr 11952  96.00
$/MW-day 327 263

‘%% UBS Source: NYISO and UBS estimates



Our Forecast by Market...

Future uplift in New England could be favorable for New York?

ISO-NE Forecast: Updated to Reflect Initial View of Demand Curve

I1SO New England FCM Resulis Actual Forecasted
FCA Auclion # 4 5 6 1 8 9

Aucton Date 4—Feb—13| 4-Feb-13

Period (Years) 201314 201415  2015/16  2016/17  2017/18 2018/19
CONE (Updated) 4918 5.349 5723 6.05| 6.39 11.08

Increase 9% " /% 6% New Demand Curve

Clearing Price, $/kW-month (Actual/Forecasted) 295 3.21 3.43 « ] 15.1 1.025

Pro-Rated Price (Actual/Forecasted) 252 2 86 313 288 1.025 | 11.08
$/MW-day Equivalent 82.72 94.03 102.87 94.78 230.96 364.27

ENEMA (Boston Clearing Price), $/kW-month [1x1 * Net CONE] 6.66 15.00 15.00 *

R AL IR N

source: 150-NE and UBS estimates
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New England Dynamic Bodes well in Medium Term

Exporting from New York in the Medium to Long Term

e We read ISO-NE's proposed new demand curve will drive structurally higher prices
— How much transmission will commit itself forward out of New York?
— Could this drive new investment in New York too? Yes, in part.

e Expect new Dual-Fueled Capacity to enter the market in New England
e Focus on alleviating gas concerns/resource adequacy could have negative impact to NY

e Higher Net CONE in New England could drive more exports structurally given higher barriers to
entry

— 'Gas by Wire'

3 UBS
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How about other nearby markets?

PJM likely to be disappointing this week too...

PJM Capacity Price Forecast

Resource Clearing Prices ($/MW-day)
RTO

EMAAC

SWMAAC

MAAC

DPL-S

PS-N

PSEG

PEPCO

ATSI

Reserve Margin

2013/14 201415 2015/16 2016/17

$27.73
$245.00
$226.15
$226.15
$245.00
$245.00
$245.00
$247.14

20.2%

$125.99
$136.50
$136.50
$136.50
$136.50
$225.00
$136.50
$136.50

19.6%

$136.00
$167.46
$167.46
$167.46
$167.46
$167.46
$167.46
$167.46
$357.00

20.2%

$59.37
$119.13
$119.13
$119.13
$119.13
$219.00
$219.00
$119.13
$114.23

21.1%

UBSe 2017/18

$70.00
$70.00
$70.00
$70.00
$70.00
$200.00
$200.00
$70.00
$70.00

source: PJM and UBS estimates
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How could PIM-NY Dynamic play out?

Prices in New York could appear to be higher...

e Question for NYC: will mitigation of HTP limit further imports?
— How long will it take to work its way through all the mitigated capacity?

e Question for Upstate: is there a reverse flow of capacity to arb. out PJM in RTO/MAAC too?

o UBS

12



Is PJM "West" Next?

Gas development could yet spread to Utica (and beyond?)

e Utica production remains strong, but liquids-rich

— 'Associated' gas is the key

e Repurposing of REX Pipeline to reverse flow? 2015 is the bifurcating year.

o Beware Ohio Coal Generators....New GAS generators on the come (this Friday?)

Chicago Citygate ($/MMBtu)
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Gas Constraints to Save the Day?

Where are we today?

e Has been the case in NY and New England for Some Time... But Now PJM as well

MassHub Summer On-Peak Prices New York Zone J Summer On-Peak
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Adding PJM to that List

Winter Eclipses Summer for 'Value' Argument

e Commodity Recovery Rather Than Power Supply/Demand (Heat Rate) Recovery?

3 UBS

PJM West- Summer On-Peak Prices
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Major NY Theme #1: Lacking Faith in Markets?

Can New York be trusted?

e Continued bifurcation on contracting efforts between NEW and OLD is challenging
— How can 'merchant' new build truly occur
— Faith is in maintaining the capacity construct, and at the whim of regulators

e More value locked up in Spark Spreads, rather than capacity
— Regulatory risk in these cash flows is limited

e Focus of late in LHV around restructured markets — and emergency order
— What is the purpose of LHV?
— Can there be new build in current context?

3 UBS
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Major Theme #2: Can New York afford the

retirements?

RGGI Math would suggest limited palatability of this

o We expect New York state to step in to save the units

— Help out Ginna, and even Nine Mile / Fitzpatrick eventually?

e Energy Highway goal appears to be geared towards enabling IP shutdown?

Precludes others?

e Question is whether state has adequate gas supply?

— Dual fuel is clearly here to stay.

Emission Increases from ‘At Risk” Nuclear Units in Northeast

Figure 3: RGGI under New ‘14 Budget (in Short Tons)

2014 New York RGGI Carbon Allowances Budget (short ton_s)

Total RGGI
% of Total Carbon
CO; Adjusted Adjusted RGGI Allowances
CO; Base Budget Budget Cap Budget
35,288,822 32,033,582 39% 91,000,000

ource: RGG

Emissions from
Net Generation Retirement % of NY
Plant Name Owners State Mw (MWh) (short tons) Budget |
Indian Point 2 Entergy NY 1,031 7,934,995 4,364,247 12%
Indian Point 3 Entergy NY 1,044 9,002,057 4,951,131 14%
James A FitzPatrick  Entergy NY 848 6,070,526 3,338,789 9%
R.E. Ginna Exelon, etc NY 582 4,601,719 2,530,945 7%
Nine Mile Exelon, etc NY 1,785 13,165,263 7,240,895 21%
Total for New York 22,426,008 64%4
Pilgrim Entergy MA 683 5,859,540 3,222,747
Vermont Yankee Ente rgy VT 604 4,989,338 2,744,136

Source: RGGI and UBS estimates

3 UBS
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Major NY Theme #3: Utility of the Future?

How much pain for the incumbents to come?

e More requlated investments
— Subsidizing behind the meter investments
— Enabling a rate-regulated construct again?

e Limiting demand growth
— EXxpect a negative outlook for metered demand

e Accelerating and subsidizing new renewables
— But that enables a growth investment for some?

3 UBS
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Major NY Theme #4: ... and No Rate Inflation?

... Just this year. It matters more than most.

e Gubernatorial election year.. Despite any real challenger emerging?
e ConEd rate freeze illustrates this thesis

e Following this last winter, clear desire to avoid repeat of 'rate shock'’
— Numerous complaints to PSC exacerbate this policy directive

e Long-term: goals will drive inflation
— Goal appears to be disproportionate

o UBS
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Major NY Theme #5: ... and What about Fuel
Diversity?

Inability to develop gas pipelines could be leading edge of problem

e Do delays in pipeline development impede shutdown of Indian Point?

e What about ramifications for New England gas adequacy?
— Limits ability for pipes to ease pressure on expansions

— New England Governors' intiative is emphasizing midstream development
whereas NY appears to be de-emphasizing

e Focus is on new pipeline
— But what about expansion of existing?

3 UBS
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The Renewables Are Coming

Watch Out!

e Robust outlook for new renewables
— Rush to the door on PTC expiration
— Robust capacity factor expectations... even low CF sites are now growing in Northeast!

o Effectively equivalent to new gas assets being added to market
— Compare to Europe?
1) No demand growth, but new supply based on subsidies
2) PTCs drive negative prices

e Where is this relevant?
— Particularly in California : duck chart
— Midwest: Total MWhs added matter
— Flexibility attributes will increasingly matter

e No fuel costs to renewables
— Increasing penetration will driven prices down, below that of other fuel sources
— Akin to nuclear assets, with limited marginal costs

-> Subsidized Renewables.. Not Subsidized Gas?

o UBS
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Renewables: Exceeding Demand?

Cumulative US build exceeds forecasted EIA demand growth through 2020

Table 9: Incremental Renewable Requirements vs. Projected Incremental Retail

e Assumes Build out to Existing

RPS Standards

— Some states poised to

— Will likely be regionally

Mandatory RPS as a proportion of Total Electric Sales

Increase?

concentrated

Sales (GWh)
Incremental Renewable Total Incremental Retail
(GWh) Generation Required (2020) Sales Projected (2020) Discrepency
AZ 3,784 9,283 5,499
CA 57,231 21,834 (35,398)
coO 5,715 7,193 1,478
cT' 1,456
DE 1,162 373 (789)
HI 1,667 519 (1,148)
1A
IL 17,077 7.229 (9,848)
KS 3,140 1,283 (1.857)
MAZ 5,944 2,709 (3,235)
MD 6,882 2,069 (4,813)
ME 557
MN? 11,218 3,624 (7,594)
MO 4,259 2,291 (635)
MT 1,589
NC 8,162 9,968 (6,574)
NH 1,850 530 (1,320)
nJ* 2,500
NM 2,850 2,854 4
NV 850 4,201 3,321
OH 10,695 7.829 (2,868)
OR 6,252 5435 (817)
PA 6,404 4,838 (1,566)
RI 377
'
wa' 4713 10,799 6,087
Wi
Total 159,884 111,340 (62,068)
Total without CA 102,652 88,507 (26,871)
Notes:
(1) Utilized SNL data for the 2011 Compliance Data as there was no data reported from the
states.

10%

9%

8%

1%

6%

5%

4%

2021 |
2022 |
2023
2024

2025 |

2026 |

2027

2028 |
2029

2030

2031 |
2032
2033 |
2034
2035 |

Source: LBNL, SNL, and UBS estimates

3 UBS
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On the (Bleeding) Edge

Negative Hours of Pricing are growing

e Power Prices are even negative for growing portion of time due to Production
Tax Credits (PTCs)

e Negative Pricing pushes intersection of renewable policy against de-
carbonization policy

— Offsetting subsidies to 'save the nukes' will be state-driven?

Quad Gities Day Ahead LMP Prices Quad Cities Average LMP Prices ($/MWh)

# hours with average Average LMP ($/MWh)
negative negative price % of hours with 2006 41.02
pricing ($/MWh) negative prices
e - 0 o 2007 4417
2007 0 0 0% 2008 48.07
2008 20 (2.57) 0.23% 2009 25.23
2009 129 (4.12) 1.47% 2010 27.87
2010 213 (6.11) 2.43%
2011 133 (3.39) 1.52% 2011 21.09
2012 337 (7.77) 3.85% 2012 20.71
2013 101 (15.35) 1.15% 2013 25.36
Source: PJM; **2013is YTD
Source: SNL 2013 as of Oct, 2013

3 UBS



Zero Marginal Cost?

The Future of Power Markets

o Markets will need to response to these signals

e Does the future look more like energy or capacity markets
— Intermittency and operational metrics will matter more
— How will 'merchant’' renewables ever be incentivized? Not with Energy?

e Still does not bode well for steam generation based technologies
— Nuclear and Coal remain fragile

e Capacity markets appropriately redirect compensation towards fixed payments
— Infrastructure business naturally attempts to match duration of assets with cash flows

3 UBS
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Permissible Bidding Strategies are Key

Focus on what retiring units are allowed to bid

e Trend in a market without load growth is towards Free Cash Flow Breakeven
— The question is about asset rationalization to meet load forecast, NOT new entry
— One capacity source is cannibalizing another with a lower fixed cost structure

e The key questions remains what are permissible bidding strategies by participants
— What is my appropriate variable cost?
— Recovery ON and OF Capital: That is to say:
1) 'Return on Equity'
2) Depreciation

o UBS .



What will the corporates do?

Bifurcation in the sector

e Seeing the gradual De-Integration of the Sector?
— Many companies in PJM never required divestment
— Investment profile increasingly bifurcated:
--> Regulated Utility ideal is stable dividend
--> Merchant Business Model emphasizes commodity leverage
— Will see this continue to unfold in coming year:
PPL, AEP, DUK... eventually others to follow? What will EXC do?

e All about valuation arbitrage between metrics
— EV/EBITDA vs. P/E Equity Valuations

— Whatis a Business worth that :
a) generates no earnings?
B) generates no cash?

e Does current capitalization enable a spin or sale?

3 UBS
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Is There a Bid for Yield?

Contracted Generation Model Vindicated

e Success of NRG Yield heralds new focus
— Contracted IPP Business model, primarily for renewables

e Bifurcation in equity markets between those with dividend and those without

— Increasing premium for dividend growth

e [s it sustainable?
— Accretive to acquire.. Until it's not.
— Depleting assets? Contracts are ‘above-market' by design.

— Contract tenor: what's the coverage

3 UBS
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Risk Statement

» Risks for Utilities and Independent Power Producers (IPPs) primarily relate to volatile commodity prices for power, natural gas, and
coal. Risks to IPPs also stem from load variability, and operational risk in running these facilities. Rising coal and, to a certain extent,
uranium prices could pressure margins as the fuel hedges roll off Competitive Integrateds. Further, IPPs face declining revenues as
in the money power and gas hedges roll off. Other non-regulated risks include weather and for some, foreign currency risk, which
again must be diligently accounted in the company’s risk management operations. Major external factors, which affect our valuation,
are environmental risks. Environmental capex could escalate if stricter emission standards are implemented. We believe a nuclear
accident or a change in the Nuclear Regulatory Commission/Environment Protection Agency regulations could have a negative
impact on our estimates.

Risks for regulated utilities include the uncertainty around the composition of state regulatory Commissions, adverse regulatory

changes, unfavorable weather conditions, variance from normal population growth, and changes in customer mix. Changes in
macroeconomic factors will affect customer additions/subtractions and usage patterns

3 UBS
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This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical performance information; and certain
additional disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the
past; past performance is not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed

to conduct securities investment consultancy businesses by the China Securities Regulatory Commission.

UES Investment Research: Global Equity Rating Defimtions

UEBS 12-Month Rating [Definition Coverage' (B Services’
Buy FSR iz= 6% above the MRA. kT % 53%
}N_eutral FiF izbetween -6% and 6% of the MRA. k2% 54 %
sell FSF is= 6% below the MRA. 11 % 23%
UBS Short-Term Rating [Definition Coverage! (B Serncest

Buy stock price expected to rise within three months from the time the ratingwas assigned because of a specific catalyst or event.

less than 1%

less than 1%

[sell stock price expected to fall within three monthzfrom the time the ratinguwas assigned because of a specific catalyst or event.

lazz than 1%

lesz than 1%

source: UBS. Rating allocations are as of 31 March 2014,

1:Percentage of companies under coverage globallywithin the 12-ronth rating categony. 2:Percentage of companieswithin the 12-ronth rating categorny for which investrment banking
(B} zervices were provided within the past12 months. 3:Percentage of cormpanies under coverage globally withinthe Short-Term rating category. 4:Percentage of companies within the

Short-Term rating category forwhich investment banking (B) services were provided within the past 12 monthz.

KEY DEFINITIONS: Forecast 5tock Return (F5R) i: defined as expected percentage price appreciation plus gross dividend yield owver the next 12 months. Market Return
Assumption (MRA) is defined as the one-year local market interest rate plus 5% (3 proxy for, and not a forecast of, the equity risk premium).  Under Reviewr (URY Stocks may be
flagged az UR by the analyst, indicating that the stock's price target andfor rating are subject to possible change in the near term, usually in response to an event that may affect the
imvestrnent case or waluation. Short-Term Ratings reflect the expected near-term (up to three months) peformance of the stock and do not reflect any change in the fundamental
wigvy of investrent case.  Equity Price Targets have an investrnent horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, managernent, performance recard,
dizcount; Mewtral: MNeutral on factors such as structure, management, performance record, discount; Sell: Megative on factors such as structure, management, performance record,
dizcount. Core Banding Exceptions (CBE): Exceptionstothe standard +-6% bands may be granted by the Investrnent Review Cormmittes (RC). Factors considered by the IRC include
the stock's wolatility and the credit spread of the respective company's debt. Az a result, stocks deemed to be very high or lowe risk moay be subject to higher or lower bands asthey relate
to the rating. When such exceptions apply, they will be identified in the Company Disclosurestable in the relevant research piece.
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Required Disclosures, cont'd

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not registered/qualified as research analysts with
the NASD and NYSE and therefore are not subject to the restrictions contained in the NASD and NYSE rules on communications with a subject company, public
appearances, and trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if

any, follows.

e UBS Securities LLC: Julien Dumoulin-Smith
* Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.

* Analyst Certification

» Eachresearch analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the
analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an
independent manner, including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed by that research analyst in the research report.
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Global Disclaimer
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third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation.
Investments involve risks, and investors should exercise prudence and their own judgement in making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to
certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk
and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred to in
the document. For investment advice, trade execution or other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past performance is not necessarily a guide to future performance. Neither UBS nor any of its directors,
employees or agents accepts any liability for any loss (including investment loss) or damage arising out of the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no representation that any transaction can or could have been
effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source
may yield substantially different results.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is based on numerous assumptions. Different assumptions could
result in materially different results. The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting
market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this
document is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to
the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or liquidity provider (in accordance with the interpretation of these
terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such
information is separately disclosed in this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with
the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued a warrant the value of which is based on one or more of the financial instruments referred
to in the document. UBS and its affiliates and employees may have long or short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the
opinions expressed in this document.
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Global Disclaimer (continued)

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties or professional clients. UBS Limited is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities
France S.A. is regulated by the ACP (Autorité de Contrdle Prudentiel) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the document is also deemed to
have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur
Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comisién Nacional del Mercado de
Valores (CNMV). Turkey: Distributed by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market
Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of
Turkey without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey.
Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS Securities CJSC. Switzerland: Distributed by UBS AG to persons who are institutional
investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A. UBS ltalia Sim S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB).
Where an analyst of UBS Italia Sim S.p.A. has contributed to this document, the document is also deemed to have been prepared by UBS lItalia Sim S.p.A. South Africa: Distributed by UBS South Africa (Pty) Limited, an authorised
user of the JSE and an authorised Financial Services Provider. Israel: This material is distributed by UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and
the Prudential Regulation Authority. UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not licensed under
the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Qualified Investors within the meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any
other persons. Saudi Arabia: This document has been issued by UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at
Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated in the Kingdom of
Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital
Market Authority to conduct securities business under license number 08113-37. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group,
subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’ ) to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a
document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected
through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian Investor
Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil
CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to be: (i) financial institutions, (ii) insurance firms and investment capital companies, (iii) supplementary pension entities, (iv) entities that hold
financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi) securities portfolio managers and securities consultants duly authorized by Comissédo de Valores
Mobiliarios (CVM), regarding their own investments, and (vii) social security systems created by the Federal Government, States, and Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed
by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap.
110); or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority
of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities
and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to institutional investors only. Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the
author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to foreign exchange and other banking businesses when relevant. Australia:
1) Distributed by UBS AG (Holder of Australian Financial Services License No. 231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). The Information in this document has been
prepared without taking into account any investor’s objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness of the Information, having regard to their objectives,
financial situation and needs. If the Information contained in this document relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001
where a Product Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the product. 2) Clients
of UBS Wealth Management Australia Ltd: This notice is distributed to clients of UBS Wealth Management Australia Ltd ABN 50 005 311 937 (Holder of Australian Financial Services Licence No. 231127), Chifley Tower, 2 Chifley
Square, Sydney, New South Wales, NSW 2000, by UBS Wealth Management Australia Ltd. This Document contains general information and/or general advice only and does not constitute personal financial product advice. As such the
content of the Document was prepared without taking into account the objectives, financial situation or needs of any specific recipient. Prior to making any investment decision, a recipient should obtain personal financial product advice
from an independent adviser and consider any relevant offer documents (including any product disclosure statement) where the acquisition of financial products is being considered. UBS AG is authorised to provide financial product
advice in relation to foreign exchange contracts in Australia, and as such UBS AG is responsible for all general advice on foreign exchange and currencies contained herein. New Zealand: Distributed by UBS New Zealand Ltd. The
information and recommendations in this publication are provided for general information purposes only. To the extent that any such information or recommendations constitute financial advice, they do not take into account any
person’s particular financial situation or goals. We recommend that recipients seek advice specific to their circumstances from their financial advisor. Dubai: The research distributed by UBS AG Dubai Branch is intended for
Professional Clients only and is not for further distribution within the United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This document may have been edited or contributed to from time to
time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (253825-x). India: Prepared by UBS Securities India Private Ltd.
2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment)
INF230951431, BSE (Capital Market Segment) INB010951437.

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this respect. Images may depict objects or
elements that are protected by third party copyright, trademarks and other intellectual property rights. © UBS 2014. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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