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Can margins and FCF continue to lift?

Alumina price has recovered from an oversold position

The alumina price over the course of 2015 declined by 44% from a high of US$355/t in
Jan 15 to a low of US$198/t in Jan 16. We believe the decline was driven by oversupply
and a fall in the alumina cash cost curve. In the last 8 weeks the alumina price has
rebounded 25% to be US$248/t today, driven by curtailments inside and outside China
due to a <US$200/t alumina price putting >80% of the industry under water on an all
in cash basis. AWC itself has curtailed 4.5Mtpa of alumina capacity while AWC reports
that ~7Mtpa of Chinese alumina capacity is slated for curtailment. However, we are
starting to see restarts, so risks are building in our view that the price rise is capped.

Q1 15 margin seen at US$12/t, but recovery underway

AWC through its AWAC JV with Alcoa is guiding 12.7Mt of alumina production in
2016 (excl. Ma'aden JV), down from 15.1Mt in 2015 reflecting curtailments and
disposals. In 2015 AWAC achieved an EBITDA margin of US$91/t, up from US$54/t in
2014. With the decline in the aluminium/alumina price and the fact that realisation is a
lag of 1-2 months, the margin for Q1 16 is locked in. With spot alumina averaging
US$207/t on a 1-mth lag, we estimate an EBITDA margin of US$12/t for Q1 (vs US$57/t
in DQ 15), which would be the lowest since 2009. Although with alumina at US$248/t
today, we estimate the EBITDA margin today is US$38/t.

Dividends sustainable provided EBITDA/t margin above US$22/t

We believe AWC can maintain semi-annual dividend distributions provided AWAC
maintains an EBITDA margin above US$22/t. This is based on a sustaining capital spend
for AWAC of US$17/t, and interest and SG&A for AWC of US$20m pa. While Q1 16
margin is <US$17/t, we still expect distributions from AWAC In H1 16 due to the large
cash balance within AWAC & US$115m in net proceeds from the sale of DBP to DUET.

Valuation: A$1.50ps (DCF, 10% d.r) - Buy rating retained

The long run margin for AWAC (15 year average) is ~US$60/t, albeit perhaps closer to
US$100/t going forward given AWAC's new position on the cost curve and a LT price
of US$300/t. This implies a value of ~A$1.55ps for AWC based on a simple margin
model, while our full model for AWC generates an NPV of A$1.50ps. Near term risk is
restarts capping the alumina price. Our TP of $1.50ps is set at 1.0x NPV.

Highlights (US$m) 12/13 12/14 12/15 12/16E 12/17E
Revenues 0 0 0 0 0
EBIT (UBS) (17) (13) (12) (11) (13)
Net earnings (UBS) 3) 91 258 100 235
EPS (UBS, diluted) (US$) (.00) 0.03 0.09 0.04 0.08
DPS (US$) 0.00 0.02 0.06 0.06 0.08
Net (debt) / cash (135) (87) (101) (92) (33)
Profitability/valuation 12/13 12/14 12/15 12/16E 12/17E
EBIT margin % - - - - -
ROIC (EBIT) % (26.7) (21.3) 132.6 72.5 71.8
EV/EBITDA (core) x -13.9 -96.2 -98.4 -83.6 -73.3
P/E (UBS, diluted) x NM 40.6 12.3 28.3 12.1
Equity FCF (UBS) yield % 26 0.2) 14 5.6 8.2
Net dividend yield % 0.0 1.2 5.6 5.5 8.4
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Q: Are closures occurring to drive the alumina price up the cost curve?

Yes, but we are also seeing some restarts. AWAC is the largest alumina producer and third party
supplier globally. Its unit costs sit in the lowest quartile of the cost curve. In late 2015, Alumina
appeared to be suffering a liquidation event and spot declined to a low of US$198/t on 15 Jan 2016,
which implied ~80% of producers were losing money. Since the start of CY 16, prices have
rebounded 25% to US$248/t and we have begun to see closure trends ease, with restarts and
incremental production growth reported particularly in China...

Q: Can AWC expand its EBITDA margin & maintain above its historical avg. (U5$60/t)?

Yes, we believe so. Between 2002 and 2015, AWAC generated an average EBITDA margin of

~US$60/t. We estimate AWAC's long run margin will be closer to US$100/t going forward, given

AWAC's new lower position on the cost curve following recent closures and a LT price of US$300/t...
more =

Q: Can Alumina Ltd afford to continue to pay dividends over the next 3 years?

Yes, as long as the AWAC EBITDA margin remains above US$22/t, we expect AWC will continue to be

able to pay free cash flow out to shareholders in the form of dividends. The EBITDA margin will be

highly dependent on unit costs achieved by AWAC, as well as the alumina price, which is outside their
control.

The progressive migration from an alumina price that has been historically linked to the aluminium
price to an index/spot alumina price would generate higher margins. AWC and Alcoa have
demonstrated productivity improvements within AWAC, which together with a strengthening US$ has
to some degree offset compression of lower prices on EBITDA margins. 2016 could see margins
improve from current levels, as prices normalised following the recent liquidation events. Our $1.50ps
NPV assumes a long-run alumina price of US$305/t with a US75 cent A$. Every US$25/t change in the
LT alumina price lifts our NPV by 36cps, all else being equal.

Prices have recovered 25% following pre-CNY liquidation and closures: In the lead up to
Chinese New Year in Feb 2016, there were a number of reported refinery closures or capacity
reductions. AWAC itself has curtailed 4.5Mtpa of alumina capacity while AWC reported that ~7Mtpa
of Chinese alumina capacity is slated for curtailment. Total closures were estimated to be in the order
of 12Mt, or ~8% of global supply.

Investors are pricing in and EBITDA margin above historic levels, but below UBSe: The current
share price of A$1.31ps implies a long term alumina price of US$285/t, which compares to UBSe of
US$305/t. Our long term price kicks in from the MQ in 2021 and is from then inflated at 2.5% pa.

more -
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more -

AWC has a 40% interest in Alcoa Worldwide Alumina (AWAC), which has interests in bauxite, mining,
alumina refining, alumina chemicals and two aluminium smelters, and is the world's largest producer
and third-party seller of alumina.

Alumina Limited 4 April 2016 S UBS 2
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OUR THESIS IN PICTURES
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Sources for exhibits above: Company data, UBS Research

Alumina Limited UBS Research

PIVOTAL QUESTIONS return P

Q1: Are closures occurring to drive the alumina
price up the cost curve?

UBS VIEW

Yes, but we are also seeing some restarts. AWAC is the largest alumina
producer and third party supplier globally. Its unit costs sit in the lowest
quartile of the cost curve. In late 2015, Alumina appeared to be suffering a
liquidation event and with spot declining to a low of US$198/t on 15 Jan
2016, which implied ~80% of producers were losing money. Since Chinese
new year, prices have rebounded 25% to US$248/t and we have begun to
see closure trends ease, with restarts and incremental production growth
reported particularly in China.

EVIDENCE

Pre-Chinese New Year in Feb 2016, there were a number of reported refinery
closures or capacity reductions. AWAC itself has curtailed 4.5Mtpa of alumina
capacity while AWC reported that ~7Mtpa of Chinese alumina capacity is
slated for curtailment. Total closures were estimated to be in the order of
12Mt, or 8-10% of global supply.

WHAT'S PRICED IN?

The current share price of A$1.31ps implies a long term alumina price of
US$285/t, which compares to UBSe of US$305/t. Our long term price kicks in
from the MQ in 2021 and is from then inflated at 2.5% pa.

Decline in Alumina price over 2015

Over the course of CY 2015 the spot alumina price declined 44% from US$355/t
to US$198/t. The price decline occurred without any retracements and as the year
drew to a close the price decline accelerated.

Figure 1: Alumina price declined substantially over CY 15
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Source: Metal Bulletin, UBS.

Based on producer feedback, we believe the acceleration of the price decline
reflected loss-making refineries (particularly in China) liquidating inventories in the

Alumina Limited 4 April 2016 K UBS 4



lead up to Chinese New Year. Since alumina is not a storable commodity, due to
its tendency to rehydrate, we also suspect that this liquidation of inventories was
driven by both cash flow needs, as well as uncertainty on the part of higher cost
refineries about whether they would re-start post the CNY holiday.

Figure 2: China alumina imports (kt/mth) Figure 3: China's Mthly Annualized Alumina Output (kt)
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Figure 4: China's Al203-bxt trade (kt/mth)
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Price has led to significant curtailments amongst refiners globally

Lower bauxite prices; a decline in producer currencies; and the substantially lower
oil price contributed to significant reduction in the marginal cost of production in
the global Alumina market over 2015. We estimate the marginal cost declined to
US$280/t, from US$340/t in 2014. Despite this, by late 2015, the alumina price

was in the bottom quartile of cost curve, with ~80% of global production loss
making at spot prices.

At 4Q'15 prices, on a provincial basis, around 62% of the Chinese refining
capacity is cash negative. On the same basis, at January 2016 prices, all Chinese
alumina refineries were cash negative.

Alumina Limited 4 April 2016 S UBS 5



Figure 5: 2015 global alumina cost curve Figure 6: China Q4’2015 Refining Cash Cost Curve
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The severity and duration of the price decline (without reprieve) led to a number of
curtailments announced around the Chinese New Year holiday (8 February 2016).
This was especially evident in China, where ~7Mt of capacity has been shut. In
addition to curtailments in China, Alumina Ltd itself (through AWAC) contributed
closures of 4.5Mt through Point Comfort in the US and Suralco in Suriname.
Global curtailments of ~12Mt, amounts to approximately 8% of global supply.

Figure 7: Summary of recent refining curtailments Figure 8: Refining curtailments by Chinese Province
Refinery/company Unit cost US$/t Location Guizhou
. ) ] ] 1,100ktpa Henan,
Chongging Bosai 325 Chongging China 1,600ktpa
Weidi
el 293 Shandong, China Chongauing,
Shandong 200ktpa
Lanjigarh India 293 India (Vedanta)
Xinfa Shandong 292 Shandong, China
Point Comfort 259 USA
Chalco Shandong 250 Shandong, China
Shanxi,
Shandong Lubei 250 Shandong, China 1,250ktpa
Chalco Shanxi 225 Shanxi, China
Shandong,
Suralco Suriname 2,900ktpa
Average unit cost 273
Source: Alumina Ltd, UBS Research Source: Alumina Ltd, UBS.

From its low of US$198.06/t in January 2016, the alumina price has rebounded
25% to US$248.09/t (as at 29 March 2016) reflecting these announced supply
curtailments. Although this is a significant improvement, we highlight that this
price level remains within the second quartile of the 2015 cost curve. This indicates
that ~50+% of global production remains loss making at current prices, even
accounting for recently announced closures. On this basis we would expect further
curtailments to be announced. The key risk from here remains the potential for
capacity restarts to occur as the alumina price improves, reflecting the reduced
supply. If this were to occur on a larger scale, restarts could offset ongoing
announcements of curtailments. However, restarts announced during the month
of March have been small in number and scale.

Alumina Limited 4 April 2016
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PIVOTAL QUESTIONS return

Q2: Is AWC able to expand its EBITDA margin
further and maintain it above the historical
average of US$60/t?

UBS VIEW

Between 2002 and 2015, AWAC generated an average EBITDA margin of
~US$60/t. We estimate AWAC's long run margin will be closer to US$100/t
going forward, given AWAC's new lower position on the cost curve following
recent closures and a LT price of US$305/t.

EVIDENCE

AWC and Alcoa have demonstrated productivity improvements within
AWAC, which together with a strengthening US$ has to some degree offset
compression of lower prices on EBITDA margins. 2016 could see margins
improve from current levels, as prices normalised following the recent
liquidation events.

WHAT'S PRICED IN?

At $1.30ps our simple margin model suggests that the market is pricing in a
long term EBITDA margin for the refining business within AWAC of US$85/t,
assuming a long term A$ of US75 cents.

Historical EBITDA margin of US$60/t

Since the demerger of Alumina Ltd from Western Mining in 2002, the EBITDA/t
margin generated by AWAC has averaged ~US$60/t. The main drivers of the
margin being the prevailing alumina price, in particular now that >80% of alumina
sales are on a spot or index basis, as well as the A$ and Brazilian Real.

Figure 9: AWAC historical EBITDA/t performance
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AWAC has been repositioning itself down the cost curve

AWC and its JV partner Alcoa have been restructuring the AWAC portfolio for a
couple of years now through gas conversion at San Ciprian, sale of Jamalco, and

Alumina Limited 4 April 2016 S UBS 7



closure of Point Comfort and Suriname, which has seen AWAC's cash cost of
production of alumina decline by 13% over 2015 to US$216/t. AWC in its 2015
result in Feb 16 last reported its alumina unit costs at US$202/t, which are
expected to decline to US$192/t post closure of Point Comfort in mid-2016.

Figure 10: AWAC cost of alumina production
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The reduction in costs has seen AWAC move into the bottom quartile of the cost
curve, down from the 30t percentile in 2010.

Figure 11: AWAC cost curve transition Figure 12: AWAC cost curve position post restructuring
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Long term alumina price seen at US$305/t

In November 2005, UBS revised down its long run alumina price from US$350/t to
US$305/t based on a mixture of 1) an incentive price of new alumina capacity in
China, 2) the incentive price for 'creep' production at non China refineries & the
marginal cost of global alumina production in 2020. Our new long term price
equates to 17.3% of the long term aluminium price (US$0.80/Ib or US$1,760/t).
For a detailed review of our long term alumina price analysis, see Aluminium:
China capacity eating the world - Nov 15.

Alumina Limited 4 April 2016 JUBS 8
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In summary, our thoughts on the long term alumina market are...

Our approach to a long term alumina price

Our long term price is reduced to US$305/t fob Australia, against US$350/t
previously. Our old long term price was based on a weighted average incentive
price for all projects in trade using a uniform 15% IRR hurdle.

Our new approach is more nuanced, combining different elements and
assumptions.

= China domestic supply: We have looked at the incentive price for new China
domestic supply using a much lower 5% IRR hurdle. We think China will be
broadly self-sufficient in alumina & only arbitrage the seaborne trade when it
suits. The exports of metal from this alumina production will crowd out much
of the potential growth in alumina demand elsewhere.

= Creep: Small incremental de-bottlenecking improvements at global refineries
can lift their production over time at minimal capital cost. This can be as much
as 1-2% p.a. The modest requirement of 0.5% annual growth in new
seaborne alumina capacity may ably be met by this creep. So for an incentive
price we only factor in this creep & not large scale greenfield expansions. We
do still use a western-world 15% IRR however.

= Marginal cost of production: The marginal cost of alumina production in
2020 is estimated to be US$300/t in 2020 based on WoodMackenzie data,
adjusted for a higher oil price (US$70/bbl Brent) & our long term bauxite input
of US$40/t cfr for non-integrated refineries. We also include a freight net-back
to Australia of US$15/t. Much of the new supply to the market is undercutting
this marginal cost so there is a risk of deflation over time to this number.

Figure 13: Long term price estimation

Alumina - Aust fob US$/t fob Comment

Incentive Price - China 315 China is producing most of the alumina it needs & ex porting ally
Incentive Price - RowW Creep 304 RoW capacity growth is needed, but can be meet by creep
Cost Curve - 90th centile in 2020 299 Cost support, but new capacity is entering trade at low er costs
Average 306

Source: UBS Research.

Figure 14: UBS New vs Old Alumina Forecasts Figure 15: UBS Alumina Price forecasts
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Figure 16: Incentive Price Analysis - Alumina

Incenti Breake

Cash ve ven

Project Owner/s Count. Start Cap. Cost Capex Sust. IRR Price Price

kt US$/t US$Sm US$/t US$/t Hurdle US$/t US$H/t
Guizhou Quingzhen Chalco China 2015 1,600 246 603 377 7.5 5% 273 254
Beihai China Weigiao China 2015 500 244 250 500 10.0 5% 280 254
Chongzuo Yinhai Guangxi Investment Grouj China 2018 800 240 703 879 17.6 5% 303 258
Wuchuan CPI China 2016 800 259 844 1,055 21.1 5% 335 280
Baode Tongde Aluminium China 2016 1,000 274 813 813 16.3 5% 332 290
Wanji Xiangjiang Xiangjiang / Henan Wanji China 2015 400 240 281 703 14.1 5% 290 254
Xing Chalco China 2016 1,000 246 675 675 135 5% 294 260
Nhan Co Vinacomin (State owned) Vietnam 2016 600 230 766 1,277 25.5 8% 370 256
West Kalimantan Honggiao JV Indonesia 2019 1,000 200 1,000 1,000 20.0 8% 312 220
CPI Refinery Project China Power Investment Guinea 2022 4,000 222 6,000 1,500 30.0 8% 405 252
Global Creep Various Global 2016 2,000 250 400 200 20.0 15% 304 270
Lanjigarh Refinery Phase 2 Vedanta India 2018 3,000 235 1,570 523 10.5 15% 354 245
Rondon CBA Brazil 2018 3,000 214 2,750 917 18.3 15% 422 232
Tayan - West Kalimantan Antam / Showa Denko  Indonesia 2016 300 200 490 1,633 327 15% 571 233
Mempaw ah - West Kalimantan ~ Antam / Inalum Indonesia 2019 1,600 200 1,700 1,063 21.3 15% 441 221
Al Taw eelah Alumina EMAL Abu Dhabi 2018 2,000 227 1,000 500 10.0 5% 276 237
wgt avg (total) 23,600 230 19,845 841 18 354 249
China domestic 6,100 251 4,169 683 14 300 265
China dom + Frieght to Aust 315 280
China backed offshore 5,600 219 7,766 1,387 28 385 247
China domestic + China
backed 11,700 236 11,935 1,020 20 340 256
Row 6,900 223 15,676 896 20 373 243

Source: UBS Research, Wood Mackenzie, Shanghai Metals Market, company & press reports

China domestic alumina incentive price

China's alumina production has grown quickly & in lock step with aluminium  China domestic projects benefit
output (see Figure 27). We expect this situation to continue based on new capacity ~ from low capital costs & a low
coming to market base this view on company filings, news reports, Wood cost of capital

Mackenzie & Shanghai Metals Market estimates. We also do not see Bauxite

supply being a constraint.

We have estimated an incentive price for new China alumina capacity of US$300/t
across a sample of 7 projects which are projected to add 6Mtpa of capacity at an
average capital intensity of ~US$680/t. We have then added an extra US$15/t to
account for a freight net-back to Australia which is where we base our long term
price.

Figure 17: Getting to a Australia fob price from China domestic incentive

Alumina - Aust fob US$/t Comment

China Domestic Incentive Price 300 Is Pre Vat of 17%, implies US$351/t cfr China price Vat incl.
WA Freight to China 15 Handy max - long term

China Domestic + Freight 315 A net back calc to get back to a Australia fob incentive

Source: UBS Research, Wood Mackenzie, Shanghai Metals Market, company & press reports

Alumina Limited 4 April 2016 3 UBS 10



For this analysis we assumed 5% IRR. We have used such a low IRR-hurdle for ~ We estimate an incentive price for
China domestic production to account for lower China SOE-linked return  new China supply of US$307/t
requirements as other factors are considered in the capacity expansion impulse

(employment, GDP). The break-even of this capacity is collectively US$265/t, with a

range of US$254-290/t.

China-linked offshore projects incentive price

A number of China backed alumina projects are being executed in Vietnam,
Indonesia & Guinea. These projects are backed by Chinese corporates, government
& banks and so again here we apply a lower IRR of 8% to estimate an incentive
price for this new alumina capacity. The capital cost of these projects is higher than
the China-domestic ones at US$1,387/t due to the lack of infrastructure in these
countries (power etc).

We estimate an incentive price of US$385/t for these projects, but a much lower
breakeven of US$247/t. Our view is that these projects that have been committed
will likely come into the trade but will not leave as there will be capacity at higher
cost which will be more marginal. We have therefore not included the incentive
price of this cohort of projects in our thinking of the long term alumina price.

Creep incentive price

Creep is defined as Improvements made in existing plants which do not include  Creep can deliver most of the
major capital works such as crushers or calciners. Improving flow or yield seaborne alumina requirement
marginally drives it. These are basically very small debottlenecking projects are with ~ for around US$300/t fob

the net result that production can improve 1-2% p.a. with minimal capital. While

difficult to quantify, on a site visit to AWAC's WA operations in Dec-11 they

estimated capex can ranges from $0-200/t, much better than the $1500-3000/t

western world capex intensity for large scale projects these past few years.

To account for creep, we have included a 2Mtpa project in our incentive price
analysis with an opex of US$250/t, capex of US$200/t and an IRR of 15%. Under
these assumptions, Creep has an incentive price of around US$300/t.

Under our base case scenario of very little growth (0.5% CAGR) in ex-China
smelting & therefore alumina refining, most of this required growth can be met by
creep.

Other global projects incentive price

We provide a summary of the economics of several non-China backed Alumina
projects in Figure 31. There are a sprinkling of projects here that we think are at a
competitive disadvantage to China-domestic projects on higher cost of capital &
higher capital intensity (i.e. capex of >US$1000/t, vs US$500-1000 for China).

The incentive price for these projects has an incentive of US$340/t & but a much
lower breakeven of US$240/t (the gap driven by capex & return on said capex).

The projects here being executed here will enter the trade at around Q2-Q3 on the
cost curve and so will pressure high-cost refineries to lower costs or close in a low
growth market.

Long term margin seen expanding towards US$100/t

With AWAC's revised cost base of US$192/t, we estimate that AWAC could
generate a long term margin of US$113/t. Using a simple margin model for AWAC
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and assuming US$113/t for the alumina business and US$15/t margin for export
bauxite sales, we estimate a NPV for AWC of A$1.73/t.

However, we note that the A$ and Brazilian Real have ralied 10% since late Feb 16
when AWC reported its 2015 result, and based on sensitivity provided by AWC,
the stronger A$ and Brazilian Real has increased the AWAC cost base by ~US$10/4,
thus bringing the long run margin closer to US$100/t.

Assuming a US$100/t margin for AWAC and retaining a US$15/t margin for
bauxite exports, our DCF based valuation for AWC drops to A$1.50ps.

Spot margin recovering after Q1 16 low

The alumina price over the course of 2015 declined by 44% from a high of
US$355/t in Jan 15 to a low of US$198/t in Jan 16. We believe the decline was
driven by oversupply and a fall in the alumina cash cost curve. In the last 8 weeks
the alumina price has rebounded 25% to be US$248/t today, driven by
curtailments inside and outside China due to a <US$200/t alumina price putting
>80% of the industry under water on an all in cash basis. AWC itself has curtailed
4.5Mtpa of alumina capacity while AWC reports that ~7Mtpa of Chinese alumina
capacity is slated for curtailment.

AWC through its AWAC JV with Alcoa is guiding 12.7Mt of alumina production in
2016 (excl. Ma'aden JV), down from 15.1Mt in 2015 reflecting curtailments and
disposals. In 2015 AWAC achieved an EBITDA margin of US$91/t, up from US$54/t
in 2014. With the decline in the aluminium/alumina price and the fact that
realisation is a lag of 1-2 months, the margin for Q1 16 is all but locked in. With
spot alumina averaging US$207/t on a 1-mth lag, we estimate an EBITDA margin
of US$12/t for Q1, which would be the lowest since 2009.

With alumina at US$230/t today, albeit with the A$ at US76.5 cents (Q1 16
average of US$72.2 cents) and Brazilian Real of $3.60 (Q1 average of US$3.90),
we estimate the EBITDA margin today is US$38/t. Still below the long run average
of US$60/t and our assumed long run margin of US$100/t.

Figure 18: EBITDA/t margin versus Alumina price
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Alumina Limited

PIVOTAL QUESTIONS

Q3: Can Alumina Ltd afford to continue to pay
dividends over the next 3 years?

UBS VIEW

Yes. Given capex commitments and the desire to maintain a US$200-250m
cash balance within AWAC, we estimate an EBITDA margin for AWAC of
US$17/t is required to see AWAC FCF neutral. With AWC's cash outflows
annually totalling ~US$20m for interest and SG&A, a further US$5/t margin is
needed to cover these additional costs. Given an historical margin average of
US$60/t and expectation that margins will improve from the current margin of
US$38/t, we believe AWC can continue to pay semi-annual dividends. Also
capital commitments are forecast to remain low, while AWC gearing is also
low at <5%.

EVIDENCE

AWC did not pay a dividend for three years (2012-2014) due to low margins
(EBITDA margin <US$50/t for period 2012-14) and high debt levels (20%
gearing ; >US$600m net debt). Post an equity placement to CITIC in H1 13
and improved margins in H2 14, AWC recommenced dividends in H1 15 and
despite weak cash flow in mid-2015, AWC continued to pay dividends
through the use of a DRP. AWC has said that it is committed to returning FCF
to shareholders as gearing is <5% and management has no wish to build
cash on the balance sheet.

WHAT'S PRICED IN?

At $1.31ps and assuming the average dividend yield of 4% for the All Ords,
this implies the market is pricing in a 2016 dividend of US4cps. Bloomberg
consensus dividend for 2016 is US2.9cps, while our estimate is US5.5¢ps.

Dividends were suspended in 2012

In August 2012, AWC announced that no interim dividend would be paid given
the current volatility in external markets, and the fact that the Company’s cash
flows and balance sheet were being conservatively managed. This was despite
AWC receiving US$70m in distributions from AWAC during H1 12. Net debt was
US$602m and gearing was 18% at the time.

UBS Research

return
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Figure 19: AWC dividend history
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Placement to CITIC in 2013 lowered gearing

Alumina Limited on 14 Feb 13 announced that CITIC would unconditionally
subscribe, in aggregate, for 366,029,428 fully paid ordinary shares in Alumina,
being 15% of Alumina’s current capital base, representing 13.04% of Alumina’s
capital base following completion (the “Placement”). The Placement was to raise
approximately A$452m based on an issue price of A$1.235 per share, which
reflects a premium of approximately 3% to the closing price of Alumina shares on
13 February 2013 and a premium of 11% to the volume weighted average price
of Alumina shares for the month ending 13 February 2013.

The funds raised under the Placement were to be applied by Alumina primarily to
repay bank debt. Alumina’s net debt position was expected to fall from ~US$681m
at the time to ~US$216m as a result of the Placement.

By 30 Jun 13, net debt had fallen to US$197m with gearing of 6.3% at the AWC
level. Despite the strength of the balance sheet, AWC declared no interim dividend
for 2013 given challenging market conditions at the time.

Dividends resumed in 2015

AWC resumed dividend payments in Feb 15 with the announcement of a US1.6cps
final dividend for 2014. Net debt had reduced to US$86.6m with gearing of 3.4%.

CEO Peter Wasow at the time said, "With a strong balance sheet, reduced capital
requirements going forward and an improved business outlook, we are pleased to
resume paying dividends to shareholders”.

Further to this, AWC in its 2014 results release stated, "The decision to resume
dividends reflects the directors’ current view of the business outlook for AWAC
and the Company’s capital structure and requirements".

AWC management focused on returning FCF

In the 2014 profit release AWC's dividend policy stated " The Board intends, on an
annual basis, to distribute cash from operations after debt servicing and corporate
cost commitments have been met. The Board will also consider the capital
structure of AWC, the capital requirements for the AWAC business and market
conditions. Dividends will be fully franked for the foreseeable future".

Alumina Limited 4 April 2016
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We interpret this to mean that AWC will look to maintain a net debt figure around
US$110-120m, and thus distribute all distributions from AWAC to AWC net of any
costs incurred by AWC which are likely to include interest and SG&A.

AWAC cash breakeven above US$17/t EBITDA margin

With AWAC having a net cash position and expected to remain so going forward,
AWAC need only generate an EBITDA margin sufficient to cover its capital
commitments.

Guidance for 2016 is sustaining capital of US$150m plus growth capital of
US$25m. Based on guidance of 12.7Mt of alumina production in 2016, this
equates to ~US$14/t of capital intensity.

Beyond 2016 we envisage minimal growth capital and assume a sustaining capital
spend of ~US$17/t. This implies a CF breakeven margin requirement of US$17/t.

AWC cash breakeven above US$22/t EBITDA margin

We estimate AWC's cash outflow commitments to be ~US$25m pa, reflecting
~US$12m for SG&A and US$8m of interest.

Based on future sustainable alumina production of 12.2Mtpa (excludes Ma'aden
V), this requires an additional US$5/t of margin within AWAC, thus implying an
AWAC EBITDA margin of US$22/t to ensure AWC is FCF neutral.

AWAC distributions seen in H1 16

While we forecast an AWAC EBITDA margin for MQ 16 of US$12/t, which implies
a negative FCF quarter for AWAC, we still expect distributions from AWAC in H1
16 due to : 1) surplus cash at 31 Dec 15 despite some one-off commitments
including US$200m gas prepayment, 2) sale of DBP to DUET for A$205m which
should close in Q2 16 and see net cash proceeds of US$115m to AWAC (US$46m
or US1.6¢cps to AWC), and 3) EBITDA margin has improved to US$38/t following
lift in spot alumina price (US$248/t), offset by a stronger A$ (US77 cents).

The figures below show the relationship between the spot alumina price and
EBITDA margin for AWAC and FCF within AWC.

Figure 20: Alumina price vs AWAC EBITDA/t margin Figure 21: Alumina price vs AWC FCF
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Alumina Limited

UBS Research

WHAT'S PRICED IN? return M
Figure 22: What's priced in?
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Source: UBS
Capitalised current earnings: FY 16 EPS valued as a perpetuity at a 10% cost of
equity (i.e. assumes FY 16 EPS continues forever).
Capitalised short term growth: Calculated as incremental growth in EPS from
FY 16 to FY 18, similarly valued into perpetuity.
Implied long term growth: Is the residual leading to the current stock price.
The current share price of A$1.31ps implies a long term alumina price of
US$285/t, which compares to UBSe of US$305/t. Our long term price kicks in from
the MQ in 2021 and is from then inflated at 2.5% pa.
Figure 23: Sensitivity of AWC NPV to long term alumina price
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Alumina Limited

UPSIDE / DOWNSIDE SPECTRUM

AWC.AX Price A$1.31 Upside to Downside
7 to 1
2.20

2.00

1.80
1.83 Upside: +40%
1.60

1.40 0 1.50  price Target: +15%

1.20 124 pownside: -5%
1.00
04 Apr +12 mo.
0.80
2014 2015 2016 Source: UBS
Value drivers Alumina price AUD/USD
(long term)

$1.83 upside US$355/t 80¢
$1.50 target US$305/t 75¢
$1.24 downside US$280/t 75¢

Risk to the current share price is heavily skewed (7:1) to the upside

Alumina Ltd is trading at A$1.31 (as of 4 April 2016).

Upside (A$1.83): An upside scenario for Alumina prices might entail a
requirement for ongoing ex-China refinery investment. Under this scenario we
think our old methodology of calculating a long term incentive price may be more
appropriate. Using a weighted average incentive price across all projects would
imply a long term alumina price of US$355/t (rounded). Refer to Figure 31 of our
commodity team's note: Aluminium: China capacity eating the world. We also
incorporate a higher A$.

Base (A$1.50): Our long term alumina price of US$305/t real, is based on 1) The
incentive price for China domestic refineries; and 2) The incentive price for creep at
RoW refineries & the marginal cost of production in 2020e. Refer to Figure 28 of
our commodity team's note: Aluminium: China capacity eating the world.

Downside (A$1.24): If we were to reduce the alumina cost curve by 20% using
the 2014 as a baseline, the marginal cost of alumina production may fall to around
US$280/t. This is still above spot of ~US$248/t, but at this level around half of the
industry is loss making, which is not a sustainable proposition longer term. Our
downside case NPV assumes long term alumina of US$280/t.

UBS Research

return /I\

AWC is trading
at A$1.31
(as of 4 Apr 2016).
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Alumina Limited

COMPANY DESCRIPTION

Market Cap A$3.7bn

Shares Outstanding 2,806m

Industry and outlook Metals & Mining

Region Australia

Website www.aluminalimited.com

AWC has a 40% interest in Alcoa Worldwide Alumina
(AWAC), which has interests in bauxite, mining, alumina
refining, alumina chemicals and two aluminium smelters,
and is the world's largest producer and third-party seller of
alumina.

Industry outlook

The global aluminium industry continues to suffer from
overcapacity in China and a slow curtailment of loss
making capacity in the west. This has resulted in the
aluminium price remaining depressed and as a result an
alumina price based on linkage at a substantial discount to
the spot alumina price. At 12 Jan 2014, Indonesia placed a
full export ban on mined bauxite, while in January 2016,
Malaysia announced a 3 month moratorium on bauxite
mining. The impact of these events (particularly if the
Malaysian situation continues) could force China to import
bauxite from elsewhere, or reduce its reliance on
domestically produced alumina. We understand China has
historically stockpiled bauxite, but a prolonged ban on
Malaysian bauxite mining could lend support to the spot
alumina price over the course of 2016. Global aluminium
inventory remains large, but has now declined to below the
35 year average of 61 days, however ongoing record sales
of Chinese semi-fabricated and aluminium extrusions into
the export market may weigh on the aluminium price over
the medium term.

Upcoming catalysts

11 April 2016 — MQ earnings call for Alcoa
06 May 2016 — AWC AGM Melbourne
11 July 2016 — JQ earnings call for Alcoa

UBS Research

return P

Revenues by region (%)

AWC through its 40% share of AWAC sells aluminium and
alumina globally. Production of alumina is predominantly in
Australia and LATAM suggesting major markets are Asia,
the US and LATAM.

EBIT by product segment

AWC only reports EBIT for AWAC which in turn generates
100% of its earnings from the production and selling of
bauxite, alumina and aluminium.
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Appendix 1

Alumina Ltd (AWC.AX)

Rating: Buy
Price (as of 04-Apr-16): 131
Price Target (12 months): 1.50
Issued Capital: 2,879.8
Market Capitalisation: 3,772.6
Avg. daily turnover (US$m) 13.1
Year end: December
Website: http://www.aluminalimited.com
Major Shareholders: -
AUDUSD 0.77
(US$m) 2015 2016E 2017E 2018E
Net profit [reported] ($m) 88 82 235 248
Net profit [adjusted] ($m) 258 100 235 248
EPS [reported] (cps) 3.1 2.9 8.3 8.8
EPS [adjusted, diluted] ($) 9.1 3.6 8.3 8.8
EPS Growth (%) 181% -61% 134% 6%
PER [adjusted] (x) 0.4 0.5 0.2 0.1
Dividend (cps) 6.3 55 8.4 9.2
Payout ratio (%) 202% 191% 102% 105%
Dividend Yield (%) 4.8 4.2 6.4 7.0
FCF Yield (%) 2.2 4.2 6.3 6.9
Franking (%) 100.0 100.0 100.0 100.0
Shares [period-average, diluted] (m) 2824.3 2824.3 2824.3 28243
VALUATION
Valuation per share [NAV @10%] ($) 1.50
Share Price Target [12 months] ($) 1.50
Price/NAV [10% disc rate] (x) 0.87
Operating Assets [JH 16] A$m ¢
AWAC (40%) 4576 159
Gross Assets 4576 159
Net Borrowings (140) (5)
Corporate Costs (113) 4)
Net Asset Value @ 10% discount rate 4323 150

ENTERPRISE VALUE

(A$m) 2015 2016E 2017E  2018E
Enterprise Value 2,788 2,791 2,756 2,756
EV/EBITDA (x) 5.3 8.0 4.3 4.1
EV/Operating Free Cash Flow (x) 33.0 17.4 11.6 10.5
EPS SENSITIVITIES

Commodity Base 2016E  2017E  2018E

Change % EPS Change

AUDUSD 1uUse -7% -3% -3%
Aluminium 5 USc/lb 5% 2% 2%
Alumina Spot US$10/t 22% 11% 10%
CASH FLOW

(US$m) 2015 2016E 2017E  2018E
Operating income [EBIT, UBS] -12 -11 -13 -12
Depreciation & Amortisation 0 0 0 0
Net change in working capital 0 -0 0 0
Other (operating) 51 172 248 272
Pre-tax op cash flow 39 160 236 260
Interest (paid) / received 5 0 1 2
Tax paid -1 0 0 0
Other 0 0 0 0
Operating cash flow 44 160 237 262
Capital expenditure 41 0 0 0
Net (acquisitions) / disposals 0 0 0 0
Dividends paid (Common) -108 -152 -178 -245
Shares issued/(repurchased) 0 1 0 0

Source: Company data, UBS estimates

Analyst/s: Glyn Lawcock; Amber MacKinnon
Email: glyn.lawcock@ubs.com / amber.mackinnon@ubs.com
04-April-2016

COMPANY DESCRIPTION

AWC has a 40% interest in Alcoa Worldwide Alumina (AWAC), which has interests in
bauxite, mining, alumina refining, alumina chemicals and two aluminium smelters, and is
the world's largest producer and third-party seller of alumina.

OPERATIONAL ASSUMPTIONS

1H16E 2H16E 2015 2016E 2017E 2018E

Aluminium Price (USc/lb) 70.0 74.0 75.5 72.0 75.3 80.0
Internal Sales Alumina Contract Pric  219.6 ~ 228.6  255.1 2241 239.8 2525
Alumina Spot Price (US$/t)) 235.8 2775 315.5 256.7 290.0 300.0
A$:US$ 0.72 0.72 0.75 0.72 0.72 0.73
Production (AWAC 100%)

Alumina Prodn incl. Ma'aden (Mt) 6.8 6.3 15.1 13.1 12.7 12.7
Aluminium Prodn (kt) 82.0 82.0 163.0 164.0 164.0 164.0

AWAC Financials

Total Revenue (US$m) 1,897 2,071 5380 3,968 4,390 4,546
EBITDA (US$m) 135 493 988 628 1,167 1,223
EBIT (US$m) -6 355 686 349 895 954
Net Income (US$m) 0 254 318 253 638 680
Capital Expenditure (US$m) 88 89 172 178 229 235

DIVISIONAL BREAKDOWN [EBIT]

(A$m) 1H16E 2H16E 2015 2016E 2017E 2018E
AWC share of AWAC

Revenue (A$m) 1054 1150 2860 2204 2434 2492
EBITDA (A$m) 75 274 525 349 647 671
EBIT (A$m) ®3) 197 364 194 496 523

PROFIT & LOSS

(US$m) 1H16E 2H16E 2015 2016E 2017E 2018E
Sales Revenue 0 0 0 0 0 0
Operating Cash Profit 0 0 0 0 0 0
Depn & Amortisation 0 0 0 0 0 0
Operating Profit 0 0 0 0 0 0
Exploration 0 0 0 0 0 0
SGA -6 -6 -12 -12 -14 -14
EBIT -6 -6 -12 -11 -13 -12
Net interest -3 -3 -7 -7 -8 -10
Profit before tax -9 91 88 82 235 248
Tax expense 0 0 0 0 0 0
Equity Associated NPAT 0 0 0 0 0 0
Minority Interests 0 0 0 0 0 0
Dividends [preferred] 0 0 0 0 0 0
Net Profit (reported) -9 91 88 82 235 248
Normailsation adjustments 18 0 170 18 0 0
Net Profit (underlying) 9 91 258 100 235 248
EBITDA margin (%) 18% 16% 27% 27%
Net Interest Cover [EBIT] (x) 55.2 27.8 64.9 50.8
Tax Rate (%) NM NM NM NM
EBIT/Total Assets (%) 17% 10% 25% 26%
NPAT/Equity (%) 13% 5% 12% 13%

BALANCE SHEET [Selected Items]

(US$m) 2015 2016E 2017E 2018E
Net Working capital 1 -2 -2 -2
Fixed Assets 0 0 0 0
Net Other 2,083 2,008 2,006 1,998
Capital Employed 2,084 2,006 2,003 1,996
Net Cash / (Debt) -101 -92 -33 -22
Total Equity [incl. minorities] 1,983 1,914 1971 1,974
Net Debt / Equity (%) 5% 5% 2% 1%
Book Value per Share($) 0.71 0.66 0.68 0.69
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Forecast returns

Forecast price appreciation +14.5%
Forecast dividend yield 9.0%
Forecast stock return +23.5%
Market return assumption 7.0%
Forecast excess return +16.5%

Valuation Method and Risk Statement

Investment risk inherent in the resource sector includes, but is not limited to
movement of commodity price and currency which may differ materially from the
assumption used in this report. Furthermore the sector is subject to political,
financial and operational risks, each of which has the potential to significantly
impact company/industry performance. Our price target is derived from a DCF-
based methodology based on a 10% discount rate.
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Required Disclosures

This report has been prepared by UBS Securities Australia Ltd, 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.

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.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage' IB Services?
Buy FSR is > 6% above the MRA. 48% 36%
Neutral FSR is between -6% and 6% of the MRA. 39% 28%
Sell FSR is > 6% below the MRA. 12% 22%
Short-Term Rating Definition Coverage’® IB Services*
Buy a’gock price expect_ed to rise within three mqnths from the time <1% <1%
e rating was assigned because of a specific catalyst or event.
Sell Stock price expected to fall within three months from the time <1% <1%

the rating was assigned because of a specific catalyst or event.

Source: UBS. Rating allocations are as of 31 December 2015.

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided
within the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

KEY DEFINITIONS: Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend
yield over the next 12 months. Market Return Assumption (MRA) is defined as the one-year local market interest rate
plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually
in response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment
case. Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and definitions are: Buy: Positive
on factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure,
management, performance record, discount; Sell: Negative on factors such as structure, management, performance
record, discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the
relevant research piece.

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 FINRA. Such analysts may not be associated persons of UBS Securities LLC and
therefore are not subject to the FINRA restrictions 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.
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http://www.ubs.com/disclosures

UBS Securities Australia Ltd: Glyn Lawcock; Amber MacKinnon; James Brennan-Chong.

Company Disclosures

Company Name Reuters 12-month rating Short-term rating Price Price date
Alcoa Inc.6.7. 16 AA.N Buy N/A  US$9.63 01 Apr 2016
Alumina Limited™ AWC.AX Buy N/A A$1.31 01 Apr 2016

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock

pricing date
This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment

6.
banking securities-related services are being, or have been, provided.

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.

13. UBS AG, its affiliates or subsidiaries beneficially owned 1% or more of a class of this company's common equity

securities as of last month's end (or the prior month's end if this report is dated less than 10 days after the most

recent month's end).
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

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 Australia Ltd, 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, the UBS Client Portal and 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.

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:/Awww.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.

For access to all available Global Research on UBS Neo and the Client Portal, please contact your UBS sales representative.

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.

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.

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 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 Espana SV, SA. UBS Securities Espana 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) (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
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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 Italia Sim S.p.A. UBS Italia 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 ltalia Sim S.p.A.  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. 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 Comissao 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 and/or UBS AG, Hong Kong Branch. Singapore: Distributed by UBS Securities Pte. Ltd. [MCI
(P) 018/09/2015 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 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). Clients of UBS Wealth Management Australia Ltd: Distributed by UBS Wealth Management Australia Ltd
(Holder of Australian Financial Services Licence No. 231127). 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. 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 material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License No.:
CMSL/A0063/2007). This material is intended for professional/institutional clients only and not for distribution to any retail clients. India: Prepared by UBS Securities
India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India)
400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment)
INF230951431, NSE (Currency Derivatives Segment) INE230951431, BSE (Capital Market Segment) INBO10951437; merchant banking services bearing SEBI Registration
Number: INM0O00010809 and Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings
or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-
investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have
been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment
banking and/or non-investment banking securities-related services and/or non-securities services. With regard to information on associates, please refer to the Annual
Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.html

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 2016. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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