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Rates: Fade March hike probability as debt ceiling concerns surface in T-bills

March Fed hike pricing at over 30% looks high to us, we recommend fading it via April
Fed funds futures given the timing of debt ceiling. We think the Fed is unlikely to hike
into debt ceiling uncertainty. Already T-bills are richening reflecting concerns about
debt ceiling on March 16. 1-month T-bills have richened 5-6bp in a week. In our
refunding note late last year, we had highlighted that debt ceiling is a key concern and
could add further stress this time because of the money-market related demand for
short-end paper. We remain wary of the market's fiscal optimism pricing in the near
term and like receiving duration (see The Pulse of the Reflation Theme). That being said,
our tactical scorecard has a decent conviction (46%) on being short. As a hedge, we
think it makes sense to have a long duration view in real rates. It's notable that in this
week, 10-year real yields rose by only 2bp whereas nominal yields rose by as much as
10bp. Separately, we report the hit-ratio and P&L weighted by score of our nominal
duration scorecard in Figure 8. Next week the Treasury will hold the auctions for UST
2y/5y/7y (Offering amount: $26/34/28bn). ECB President Draghi and BoE Governor
Carney are due to speak. The key data ahead are US January PMI and 2016Q4 GDP.

TIPS: We like 10s30s BEI steepeners

We remain long in BEls in the near term on solid CPI inflation and tactical scorecard
output. Notably rise in nominal rates this week was led by breakevens. On front-end,
we find that 1y1y “core" CPI swaps at 2.40% are rich compared to core CPI of 2.2%.
On curve, we think 10s30s BEI is too flat, and we recommend selling new Jan27s and
buying Feb41s DV01 weighted (Entry: -4bp, Stop-loss, -10bp, Target: +10bp). For
TIPS relative values and CPI forecasts please see Page 2.

Figure 1: Tactical 10y US Treasury and breakeven models
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Date: 20-Jan-17 Overall 10-year UST Date: 20-Jan-17 Overall 10-year BEI
Security Buy/Sell Indicator Security Buy/Sell Indicator
10-Year UST SELL 10-Year BEI BUY
Individual Factor 10-year Treasuries Buy/Sell Signal Individual Factor 10-year BEI Buy/Sell Signal
Factor* Signal Factor* Signal
QOil BUY DXY Index BUY
PCE? BUY Food Prices BUY
Term Premium BUY US Equities BUY
US Equities SELL EM Equities BUY
EM Equities SELL Eur BEIs BUY
usbD SELL UK BEls BUY
Labor Slack? SELL BEI Momentum BUY
2510s (Roll-down) SELL QOil SELL
Germany 10-year SELL 30y Treasuries SELL
Japan 10-year SELL Valuation SELL
UK 10-year SELL VIX SELL
TY CallPut volume SELL
Low Liquidity (December?) Neutral
Total Signal Strength (confidence, %) 46% Total Signal Strength (confidence, %) 27%
Aggregate Signal (-13 to 13) -6 Total Signal Strength (-11 to 11) 3
10-year USTs as of 20-Jan-17 2.46 10-year BEIs as of 20-Jan-17 2.04
Source: UBS, Bloomberg *Factors are generally 1-month-change of corresponding variables;
As of 20-Jan-17 Detailed description of the models can be found here: 10y USTs, 10y BEIs (page 7).
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TIPS and Breakevens

Figure 2: TIPS real yield and breakeven carry estimates Figure 3: Front-end BEI valuation
Carry (bp) per
month TIPS Breakevens BFront-end BEI Cheapness (bps)
Month 5y 10y 30y 5y 10y 30y 25
Jan175tub | 17 07 02 40 17 10 21
Feb--17 0.5 0.1 0.2 2.7 15 0.7 20 19
Mar--17 8.1 47 1.9 56 2.8 0.9
Apr--17 14 1.1 0.6 -1 0.8 04 15 14
May--17 10.2 56 22 75 37 1.2 1
Jun--17 49 28 12 22 0.9 0.1 10 8
Jul--17 6.5 3.6 1.4 35 1.6 0.4
Aug--17 6.2 34 14 3.2 14 03 5
Sep--17 -0.5 0.0 0.2 -3.5 -2.0 -0.9 1
el el o | =
OV-- - - - o A\ "o 1 ' 1 1 1 '
Dec-17 1 02 01 46 o5 a1 Apr-17 Jul-17 Jan-18 Apr-18 Jul-18 Jan-19
Source: UBS, Bloomberg As of 20-Jan-17 Source: UBS, Bloomberg As of 20-Jan-17

Figure 4: TIPS relative values from yield-against-duration spline

Sector Cheap Score Rich Score
TII1 38 01/1520 0.85 TI21801/15/19 -0.24

2-5yr TINO 18 04/1520 1.46 TIIO 18 04/15/21 -0.91
TIN 1 1/4 071520 2.72

5-10yr TIN 238011525 4.20 TINO 1/4 011525 -3.45
TII0 38 07/1525 1.42 TINO 18 07/15/22 -2.00

10-15yr TII 238011527 1.09 TII 1 3/401/1528 -1.04

15-30yr TII 2 18 02/15/41 0.28 TII 1 02/15/46 -0.29

Source: UBS, Bloomberg As of 20-Jan-17

Figure 5: CPI projections, using UBS Economists' core CPI forecasts

Date CPINSA CPINSA M/M  CPISA M/M  Core CPISA CPIY/Y  Core CPIY/Y

(%) (%) M/M (%) (%)
1312016 236916 0.17 0.03 0.29 137 222
2292016 237.111 0.08 -0.17 0.28 1.02 234
3812016 238132 043 0.09 0.07 0.85 2.20
4302016 239261 047 041 0.19 113 2.15
5812016 240229 0.40 021 0.20 1.02 223
6302016 241018 033 0.21 0.16 1.00 222
7B12016 240628 -0.16 -0.04 0.09 0583 215
8R12016  240.849 0.09 0.20 0.26 1.06 230
9802016 241428 0.24 029 0.11 146 221
10812016  241.729 0.12 036 0.15 1.64 217
11302016  241.353 -0.16 0.20 0.15 169 2.14
12312016 241.432 0.03 0.28 023 2.07 221
[ 1812017 242520 0.45 031 0.19 237 211 |
2282017  242.805 0.12 0.13 0.19 2.40 202
3312017  244.081 0.53 0.18 0.19 2550 214
4302017 244727 0.26 0.20 0.19 2.28 213
5B12017 245529 033 0.14 0.19 221 212
6802017  246.281 031 0.19 0.19 2.18 2.15
7B12017 246298 0.01 0.13 0.19 236 225
8R12017 246699 0.16 0.28 0.19 243 2.18
9802017  247.068 0.15 020 0.19 234 226
10812017  247.020 -0.02 021 0.19 2.19 230
11802017 246686 -0.14 022 0.19 221 234
12312017 246286 -0.16 0.09 0.19 2.01 230
1312018 246871 0.24 0.10 021 1.79 232
2282018 247.658 032 0.07 021 2.00 234
3812018 248942 0.52 0.18 021 1.99 236
4302018 249629 0.28 021 021 2.00 238
5812018 250594 039 020 021 2.06 2.40
6302018 251259 0.27 0.15 021 202 241
7312018 251320 0.02 0.15 0.21 2.04 243
8R12018  251.760 0.18 0.29 021 2.05 245
9802018 252.143 0.15 0.20 021 2.05 247
10812018  252.147 0.00 0.23 021 2.08 2.49
11302018  251.839 -0.12 023 021 2.09 251
12312018  251.602 -0.09 0.16 021 2.16 252

Source: UBS, Bloomberg As of 20-Jan-17
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Market implied odds of policy tightening

Figure 6: Market priced hike pace vs. Fed dot plot Figure 7: Market-implied probability of March hike
. . . The Fed's median hike - .
Year tel hlkes":);:cke:tm iz expectations as of December PI‘ObabI|Ity of a March hike (%)
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Source: UBS, Bloomberg As of 20-Jan-17 Source: UBS, Bloomberg As of 20-Jan-17

Figure 8: Hit ratio and average weekly P&L, 10yr UST Scorecard

*
Hit Ratio Scaled P&L per week ex Scaled P&L* per

US election week (bp) week (bp)

Since Scorecard released

on Oct 7,2016 0.58 4.0 -6.3
2016 0.45 5.9 3.0
2015 0.62 13.7 13.7
2014 0.59 79 7.9
2013 0.60 -0.8 -0.8
2012 0.60 45 4.5
2011 0.60 9.4 94
2010 0.50 -0.1 -0.1
2009 0.49 -8.7 -8.7
2008 0.56 26.5 26.5
2007 0.51 0.7 0.7
2006 0.57 54 54
2005 0.41 3.2 3.2

Source: UBS, Bloomberg As of 20-Jan-17

Note: Scaled P&L refers to the product of weekly P&L and score; ex US election week means calculating after
ruling out the week of Nov 6-12, 2016.
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Yield-based carry

Figure 9: Yield carry and rolldown for US Treasuries, Bunds, Gilts, and JGBs, 6-month horizon
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Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.

Figure 10: US Treasuries, yield carry & rolldown for 3mo and 6mo horizons

US Treasuries, benchmark issues 20-Jan-2017 3-mo horizon 6-mo horizon
Issue Tenor (yr) Mty Dt Yield Price DVO1 Carry Rolldown Total C+R BEYield A Carry Rolldown Total C+R BEYield A

B01/04/18 0.96 Jan,'18 0.803 - 0.94 17.54 10.4 27.92 35.0 -6.64 190 -5.67 7.1
T11/412/31/18 1.94 Dec, '18 1.199 100.10 1.91 15.08 9.2 24.28 26.0 .7.67 | W] -6.83 552
T13/801/15/20 2.98 Jan, 20 1.497 99.65 2.90 12.08 6.4 18.49 19.9 .21.62 s .34.75 VR
T212/31/21 4.94 Dec, 21 1.956 100.21 4.69 9.71 5.3 14.97 16.0 .18.66 0.7 .29.39 YN
T21/412/31/23 6.94 Dec, 23 2.285 99.78 6.37 6.80 3.1 9.93 12.3 L 1292 E 66 B 1949 F 252
T211/15/26 9.82 Nov, 26 2.486 95.80 8.45 7.19 1.1 8.29 8.6 L 1329 | 2.2 [ 1554 [ 173
T27/811/15/46 29.82 Nov, '46 3.063 96.34 18.99 2.55 0.5 3.09 4.6 | s5.45 | 1.1 | 652 | 9.2
Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.
Figure 11: Bunds, yield carry & rolldown for 3mo and 6mo horizons

Bunds, benchmark issues 20-Jan-2017 3-mo horizon 6-mo horizon

Issue Tenor (yr) Mty Dt Yield Price DVO01 Carry Rolldown Total C+R BEYield A Carry Rolldown Total C+R BEYield A

BKO012/15/17 0.90 Dec, '17 -0.648 - 0.90 1.51 14.1 15.57 -6.8 -2.29 244 -6.66 [ 254
BKO012/14/18 1.90 Dec, '18 -0.680 101.30 1.93 2.62 -4.4 -1.81 -13.9 I 3.60 [ 112 I -7.64 [ -31.6
OBL01/410/11/19 2.72 Oct, '19 -0.686 102.57 2.80 6.16 1.6 7.74 -4.9 L 8.34 I 2.6 [ 10.89 I -11.0
OBL010/08/21 4.71 Oct, 21 -0.417 101.98 4.82 8.37 3.8 12.22 1.6 Fa1s57 B 75 [ 19.03 oo
DBR13/402/15/24 7.07 Feb, 24 -0.077 112.94 7.60 4.44 3.8 8.26 3.6 I 865 s Fi624 W71
DBR01/402/15/27 10.07 Feb, 27 0.420 98.33 9.74 1.18 3.7 4.92 4.8 I 213 s P75 Bas
DBR401/04/37 19.96 Jan,'37 0.925 155.77 23.76 12.43 0.6 13.05 1.6 Wass> B 12 Fi672 Bi32
DBR21/208/15/46 29.57 Aug, '46 1.191 132.46 29.42 7.26 0.3 7.58 1.3 o5 I os Ba009 B 27

Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.
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Figure 12: UK Gilts, yield carry & rolldown for 3mo and 6mo horizons

UK Gilts, benchmark issues 20-Jan-2017 3-mo horizon 6-mo horizon
Issue Tenor(yr) MtyDt Yield Price DVO01 Carry Rolldown Total C+R BEYieldA Carry Rolldown Total C+R BEYieldA
UKT109/07/17 0.63 Sep,'17  0.074 100.57 0.62 7.75 6.3 1.48 25 [F 2072 I 87 [ 2938 [ 13
UKT11/407/22/18  1.50 Jul,'18 0.187 101.59 1.51 5.69 5.7 11.37 91 |M%6ss [Wios Wa7e6s Miss
UKT13/407/22/19  2.50 Jul,'19 0.281 103.65 2.54 13.80 1.6 15.39 45 |36 W32 Wee1r B o3
UKT33/409/07/21  4.63 Sep,21  0.621 114.22 4.91 13.71 4.8 18.48 g0 |Migs7 Moe M2815 63
UKT21/409/07/23  6.63 Sep,23  0.974 108.16 6.68 11.13 a4 15.54 81 |MHa41 Wgs W2316 63
UKT11/207/22/26  9.50 Jul, 26 1.429 100.63 8.88 .88 2.6 11.52 67 |MH215 Ws7 783 Wiso
UKT41/403/07/36 19.13  Mar,'36  1.953 136.49 19.22 11.21 0.9 12.08 34 (W20 B 13 W59 B 609
UKT31/201/22/45 28.01  Jan,'45 2.065 130.39 25.07 0.58 0.2 0.75 22 (273 Bo3 W36 B o4s
Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.
Figure 13: JGBs, yield carry & rolldown for 3mo and 6mo horizons
Japan Gov Bonds, benchmark issues 20-Jan-2017 3-mo horizon 6-mo horizon
Issue Tenor (yr) Mty Dt Yield Price DVO01 Carry Rolldown Total C+R BEYield A Carry Rolldown Total C+R BEYield A
JGB0.101/15/18 0.99 Jan,'18  -0.328  100.42 0.98 2.31 0.0 2.27 96 [E219 [ 11 [ 100 [ 235
JGB0.101/15/19 1.98 Jan,'19  -0.241 100.67 2.00 0.71 25 3.17 08 |[M300 WMsa1 g2 Was
JGB1.312/20/19 2.91 Dec,19  -0.196  104.36 3.05 1.76 0.8 2.52 09 |[M302 B 17 Wa7;z Was
JGB0.112/20/21 4.91 Dec,21  -0.130  101.13 4.99 1.61 0.9 2.55 03 (W33 B 1s Wsis Bos
JGB 0.6 03/20/24 7.16 Mar,'24  -0.035  104.55 7.49 0.37 1.1 1.46 1.0 166 B22 W3ss Wio
JGB0.112/20/26 9.91 Dec,26  0.058 100.40 9.88 2.75 0.8 3.51 09 |23z B 15 Wsss Was
JGB 0.6 12/20/36 19.92  Dec,'36  0.634 99.38 17.56 0.59 1.3 1.90 253 144 W27 Wa13 Was
JGB 0.6 12/20/46 29.91 Dec,'46  0.799 95.17 22.97 -1.35 0.2 -1.19 1.0 [Wo17 Fo3 WMoz B
Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.
Figure 14: Yield carry and rolldown for USD and EUR swaps, 6-month horizon
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Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.
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Figure 15: USD swaps, yield carry & rolldown for 3mo and 6mo horizons

USD Swaps 20-Jan-2017 3M Horizon 6M Horizon 12M Horizon
Swap Tenor MtyDt Par Cpn Dur DVO1 Carry Roll TotalC+R BEYieldA| Carry Roll TotalC+R BEYieldA| Carry Roll TotalC+R BEYieldA
USSWAP-2 YR 2 Jan-2019  1.525 1.97 1.97 5.9 6.4 12.3 2471 12.5 12.8 .25.3 I 57.1 26.1 25.7 51.8 129.0
USSWAP -3 YR 3 Jan-2020 1.731 2.92 2.92 5.4 5.1 10.6 20.6 11.1 10.3 . 21.5 I 42.7 23.7 20.7 44.4 91.8
USSWAP-5YR 5 Jan-2022  2.015 4.76 4.76 4.9 2.8 7.8 13.7 9.9 5.8 . 15.8 | 28.1 19.5 12.4 31.9 59.4
USSWAP-7 YR 7 Jan-2024  2.199 6.51 6.51 4.5 2.0 6.4 10.6 8.7 4.0 I 12.7 | 215 16.7 8.4 25.1 44.7
USSWAP-10YR 10 Jan-2027 2.376 8.96 8.96 3.6 1.2 4.8 7.9 7.2 2.4 I 9.6 | 16.0 13.8 4.9 18.7 32.8
USSWAP-15YR 15 Jan-2032  2.525 12.60 12.60 3.0 0.5 3.5 5.5 5.7 0.9 I 6.7 | 111 10.6 2.0 12.6 22.7
USSWAP-30 YR 30 Jan-2047  2.609 20.92 20.92 1.9 0.0 1.9 3.1 3.6 0.0 | 3.7 ‘ 6.3 6.7 0.1 6.8 12.7

Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.

Figure 16: EUR swaps, yield carry & rolldown for 3mo and 6mo horizons

EUR Swaps 20-Jan-2017 3M Horizon 6M Horizon 12M Horizon
Swap Tenor MtyDt Par Cpn Dur DVO1 Carry Roll TotalC+R BEYieldA| Carry Roll Total C+R BEYieldA| Carry Roll Total C+R BEYield A
EUSWAP-2 YR 2 Jan-2019 -0.158 2.00 2.00 1.7 1.6 3.4 -0.5 3.4 3.2 I 6.6 ‘ -1.3 6.2 6.5 12.8 -4.0
EUSWAP-3 YR 3 Jan-2020 -0.070 3.01 3.01 2.9 2.0 4.9 1.4 4.9 3.9 . 8.8 | 2.6 8.6 7.8 16.4 4.9
EUSWAP-5YR 5 Jan-2022  0.153 5.00 5.00 3.0 29 5 () Bl.7 53 5.7 . 11.0 I 7.3 10.2 11.3 21.5 14.7
EUSWAP-7 YR 7 Jan-2024 0.412 6.95 6.95 2.5 3.2 b7 4.7 5.1 6.5 .11.6 I 9.5 10.8 13.3 24.1 9.7
EUSWAP-10YR 10 Jan-2027 0.781 9.78 9.78 4.1 2.5 6.6 4.5 6.9 so Bie o 13.0 104 23.4 18.8
EUSWAP-15YR 15 Jan-2032 1.174 14.13 14.13 2.7 1.2 4.0 3.3 5.0 2.5 I 7.5 I 6.7 9.9 5.2 15.1 13.8
EUSWAP-30YR 30 Jan-2047 1.436 24.98 24.98 1.6 0.2 1.8 1.6 3.3 0.3 | 3.6 | 3.2 6.8 0.5 7.3 6.4

Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.

Figure 17: US Treasury rate curves, 3m and 6m carry for curve steepeners

Steepeners (risk neutral) Historical performance
20-Jan-2017 Duration 3-month ‘ 6-month 6mo history

Curve Level [bp] 1moA | Legl Leg2 ly \(;:Irve :I:‘:\,M; Sr:';ze :I:‘:\,M; S::;p;e High Llow Avg Graph

2s-3s 299 -4.8 191 291 557 13.0 0.05 26.8 0.07[ 35 9 19

2s-5s 755 -8.6 191 4.67 11.22 18.8 0.03 37.1 0.05( 84 36 [
2s5-10s 128.3 -7.6 191 8.79 14.04 232 0.03 45.8 0.05[ 136 75 102 AT

3s-5s 45.7 -3.8 291 4.67 576 9.0 0.03 15.7 0.04 49 26 35
3s-10s 98.5 -2.8 291 8.79 8.64 15.6 0.04 289 0.05( 107 65 83 s
5s-10s 52.8 11 4.67 8.79 3.64 10.6 0.06 213 0.08[ 59 38 49
5s-30s 1105 12 467 | 1961 ( 553 143 0.05) 279 007| 140 103 118 w M
75-10s 19.9 0.0 6.38 879 168 3.9 0.05 81 0.07| 24 12 19 st VA
75-30s 775 0.1 6.38 | 1961 | 492 89 0.04] 17.2 0.05| 104 75 88 N
10s-30s 577 0.1 879 | 1961 437 6.9 0.03 125 0.04| 80 57 69 AT

Source: UBS, Bloomberg As of 20-Jan-17 Note: Our carry estimate uses spline based curve.
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US Treasury and swap butterflies

Figure 18: 2s5s10s US Treasury fly Figure 19: 5510s30s US Treasury fly Figure 20: 3s5s7s US Treasury fly
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C C L s >c S wway > 9 c s CC - % >c= wwa+ >0 c = C € % % >c =S Wwwo+ >0 c %
S33§23334%928382  ESS2833:28428452 8323533 2380288¢2
TRATAT AR Rga e TRATLT T A gagaga8d TEe AT T SR8 me
20-Jan 5d 1mo 3mo 1yr 20-Jan 5d 1mo 3mo 1yr 20-Jan 5d imo 3mo lyr
Change > 2.3 -9.7 28.7 28.7 Change > 4.3 0.8 21.0 16.5 Change > 11 -4.8 123 10.6
Z-score > 0.69 -0.04 0.63 2.05 Z-score > 1.54 2.07 1.32 2.47 Z-score> 091 -0.51 0.59 194
1yrlow 1yrhigh annvol 3m carry 6m carry 1yrlow 1yrhigh annvol 3m carry 6m carry lyrlow 1yrhigh annvol 3m carry 6m carry
-11.3 324 33.0 -2.0 -1.5 -37.0 -5.0 17.5 -1.2 -4.1 -3.1 18.5 17.4 1.0 33
Source: UBS, Bloomberg As of 20-Jan-17 Source: UBS, Bloomberg As of 20-Jan-17 Source: UBS, Bloomberg As of 20-Jan-17
Figure 21: 2s5s10s USD swap fly Figure 22: 5510s30s USD swap fly Figure 23: 3s5s7s USD swap fly
22 4 18 4 15 4
18 - 14 4 s B
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TRt LT T agedoa@d TRat AT T Aaed e ®d B R I -
20-Jan 5d 1mo 3mo 1yr 20-Jan 5d 1mo 3mo 1yr 20-Jan 5d imo 3mo 1yr
Change > 0.3 -5.1 21.8 220 Change > 4.2 -1.3 16.8 7.8 Change > 1.0 -2.4 9.5 5.8
Z-score > 0.02 -0.50 0.51 1.93 Z-score> 1.03 0.83 0.76 2.01 Z-score >  0.29 0.10 0.51 1.88
1lyrlow 1yrhigh annvol 3m carry 6m carry 1yrlow 1yr high annvol 3m carry 6m carry lyrlow 1yr high annvol 3m carry 6m carry
-15.8 21.5 33.0 -8.3 -17.4 -11.0 15.3 21.2 -3.1 -6.2 -2.8 14.0 18.7 -3.0 -6.2
Source: UBS, Bloomberg As of 20-Jan-17 Source: UBS, Bloomberg As of 20-Jan-17 Source: UBS, Bloomberg As of 20-Jan-17
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Economic events calendar

Figure 24: Major events and releases 2-week calendar

Date Day Time Event Period
23-Jan-17  Mon 06:30 AM ECB's Draghi Speaks in Torino, Italy
23-Jan-17  Mon 08:15 AM ECB's Praet Speaks in Brussels
24-Jan-17 Tue 09:45 AM Markit US PMI (Manufacturing, Services, Composite) JanP
24-Jan-17 Tue 11:.00 AM ECB's Praet Speaks at Panel in Rome
24-Jan-17 Tue 01:00 PM ECB's Lautenschlaeger Speaks in Hamburg
25-Jan-17  Wed 08:15 AM ECB's Weidmann Speaks in Wiesbaden, Germany
25-Jan-17  Wed 10:30 AM SNB's Jordan, Mexico's Carstens Speak in Wiesbaden, Germany
25-Jan-17  Wed 11:00 AM BOE's Carney Speaks in Wiesbaden, Germany
26-Jan-17  Thu 06:00 AM ECB's Mersch Speaks in Luxembourg
27-Jan-17 Fri 08:30 AM GDP Annualized QoQ, Price Index 4Q A
27-Jan-17 Fri 08:30 AM Core PCE QoQ 4Q A
27-Jan-17 Fri 0830 AM Durable Goods Orders Dec P
29-Jan-17  Sun 06:10 AM ECB's Governing Council Klaas Knot on Dutch TV
30-Jan-17  Mon 08:30 AM PCE Deflator (MoM, YoY), PCE Core (MoM, YoY) Dec
30-Jan-17  Mon 12:00 AM BOJ Rate Decision
1-Feb-17  Wed 09:45 AM Markit US Manufacturing PMI JanF
1-Feb-17 Wed 02:00 PM FOMC Rate Decision (Upper Bound, Lower Bound) 1-Feb
2-Feb-17 Thu 04:00 AM ECB Publishes Economic Bulletin
2-Feb-17 Thu 07:00 AM Bank of England Bank Rate
2-Feb-17 Thu 07:30 AM Carney Speaks at Inflation Report Press Conference
2-Feb-17 Thu 06:50 PM BOJ Minutes of Dec. 19-20 Meeting
3-Feb-17 Fri 08:30 AM Change in Nonfarm Payrolls, 2m Net Revision Jan
3-Feb-17 Fri 0830 AM Unemployment Rate Jan
3-Feb-17 Fri 08:30 AM Average Hourly Earnings (MoM, YoY) Jan
3-Feb-17 Fri 09:45 AM Markit US PMI (Services, Composite) JanF
3-Feb-17 Fri 10:00 AM Factory Orders Dec
3-Feb-17 Fri 10:00 AM Durable Goods Orders Dec F
3-Feb-17 Fri 09:15 AM Fed's Evans Speaks on Economy and Policy in Olympia Fields

Source: UBS, Bloomberg As of 20-Jan-17

Valuation Method and Risk Statement

Risks include, but are not limited to, market risk, credit risk, interest rate risk,
liquidity risk, inflation risk, and exchange rate risk. Furthermore, valuations may be
adversely affected during times of high market volatility and thin liquidity.

Past performance is not indicative of future returns. Investing in securities globally
poses risks. Valuations can be impacted by changes in the macroeconomic
landscape as well as financial market stability.

The securities identified in this note reflect strategists' views regarding a theme's
potential positive or negative impact on these securities. Whether a security is
potentially positively or negatively impacted by the theme is based upon a
combination of: (a) the assumption that the theme occurs, (b) the involved UBS
analysts, economists and/or strategists' perspective, and (c¢) UBS' proprietary
models. UBS Research's current rating ascribed to that security may be based upon
a broader range of factors including, without limitation, an assessment as to the
likelihood of such theme occurring. Nothing in this document constitutes a
representation or statement that the theme will occur. The theme may or may not
occur in a manner differently than described. The securities identified may react
differently to the theme than described. In addition, security prices are determined
by a wide range of events and influences, so the potential impact of an isolated
theme should be considered in the broader market framework when making an
investment decision. Whether a security is potentially positively or negatively
impacted by a theme does not constitute a recommendation to pursue any
investment strategy in relation to any securities or other financial instruments.
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Required Disclosures

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. UBS acts or may act
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was
finalized on: 20 January 2017 10:13 PM GMT.

Analyst Certification: Each research 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.

Company Disclosures

Issuer Name

United States’ 22

7. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and
services other than investment banking services from this company/entity.
22. UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last

month’s end (or the prior month's end if this report is dated less than 10 working days after the most recent
month's end).
Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk,
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research.
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Global Disclaimer

This document 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.

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a "System"). It may also be made available through third party
vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global Research to a client may
vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and
investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal
and regulatory constraints.

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo.

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of
use governing the applicable System.

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's
Terms of Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http:/www.ubs.com/global/en/homepage/cookies/cookie-
management.html).

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document ("the Information”), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that 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 (or any) 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.

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the
Information be used for any of the following purposes:

(i) valuation or accounting purposes;
(i) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management, which will also have sole discretion on the
timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation
to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings
history etc. as required by the Market Abuse Regulation, can be found on NEO. 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, and UBS's subsidiaries, branches and affiliates as a whole.

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.

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 ACPR
(Autorité de Controle Prudentiel et de Résolution) 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 Europe SE. UBS Europe SE is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).  Spain: Prepared by UBS Limited and distributed by UBS
Limited and UBS Securities Espana SV, SA. UBS Securities Espafia SV, SA is regulated by the Comision Nacional del Mercado de Valores (CNMV). Turkey: Distributed
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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) (i) 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 regulated by the Polish
Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the
document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS
Bank (O00). Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory
Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Limited, Italy Branch. Where an analyst of UBS Limited, Italy Branch has
contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch. South Africa: Distributed by UBS South Africa (Pty)
Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328). 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. UBS Limited is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may
engage among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may
prefer various Financial Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be
considered as investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients 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.  Dubai: The information distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further
distribution within the United Arab Emirates. 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. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person
within the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of the Municipal Advisor Rule. 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. Mexico: This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS
Grupo Financiero, S.A. de C.V. and is an affiliate of UBS AG. This document is intended for distribution to institutional or sophisticated investors only. Research reports
only reflect the views of the analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa,
S.A. de C.V., UBS Grupo Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable
disclosures, please see www.ubs.com/disclosures. 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, (i) 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)
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security systems created by the Federal Government, States, and Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong
Branch. Singapore: Distributed by UBS Securities Pte. Ltd. [MCI (P) 007/09/2016 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS
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accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to professional
investors (except as otherwise permitted). 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: Clients of UBS AG: Distributed by UBS AG (Holder of Australian Financial Services License No. 231087).
Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). This Document contains
general information and/or general advice only and does not constitute personal financial product advice. As such, 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. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg. New Zealand: Distributed by UBS New Zealand
Ltd. UBS New Zealand Ltd is not a registered bank in New Zealand. 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. 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
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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 2017. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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