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Earnings recovery elusive. For how long?
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forecast nominal GDP growth of 12.8%/13.3%. We continue to expect a mild recovery
in FY16 (20bps acceleration in GDP growth) and a sharper recovery only in FY17. Our
top-down earnings growth forecast for the Nifty is 10%/18% for FY16/17, post likely
7% growth in FY15. This implies likely further cuts to earnings growth estimates by the
street/analysts. 4QFY15 will likely be weak but markets may be arguably already
expecting that, based on our discussions with investors.

WPI ignored given focus on CPI - topline surprised negatively

We have been expecting negative GDP growth surprise but positive inflation surprise
(ex crude oil) over the last 1 year. Yet earnings disappointed even our top-down
expectations for FY15. Earnings cuts and disappointments have been driven more by
lower sales growth while margins have broadly gone up, only a bit below earlier
expectations. As per our analysis, markets (and us) were focused on CPI as the key
inflation metric, given RBI's focus on this as the policy driver. WPI is arguably more
relevant for topline growth for companies and the sharper than expected decline in this
was ignored. The commodities/oil deflation globally in 2H 2014 has led to WPI printing
in negative zone over last 5 months. This also played a role in adversely affecting
topline growth for Nifty.

Portfolio sector positioning — OW Banks, Pharma; UW Auto 2Ws, Staples, IT
Earnings forecasts by street and UBS analysts are building in growth acceleration for
Consumers, Autos, Banks, Infra/Cap Goods and building in deceleration in IT Services.
We reiterate OW Banks as we believe the rate cycle will be a bigger driver for these
stocks (through lower NPLs, and bond book gains) rather than credit growth near-term.
We are also OW Coal, Oil & Gas/Petchem, Pharma and Telecom & Media. We reiterate
UW on Auto 2Ws and Consumer Staples to reflect our concerns on rural growth. We
are also UW on IT Services and Real Estate. We are Neutral on Auto 4Ws, Consumer
Discretionary, Infra/Cap Goods, Power Utilities and Midcaps.

Nifty Dec-2015 target cut to 9,200 from 9,600. Most/least preferred stocks

We cut our Nifty target for Dec-2015 to 9,200, to reflect earnings cuts. We now use a
higher multiple of 17x one-year forward PE (vs. 16x earlier) as we expect current
multiples to likely sustain. The revised target also reflects our view of the growth
recovery being slower than expected, as is playing out in quarterly corporate results. It
does reflect possibility of near-term consolidation and even profit-taking, given limited
absolute upside from current levels near-term. We remain positive directionally and
expect the rates cycle to continue surprising the markets positively. India remains OW
from Asia and EM perspective. Our most preferred stocks are Bharti Airtel, Coal India,
HDFC Bank, ITC, JSW Energy, LIC Housing Finance, Maruti, ONGC, Reliance Industries,
SBI and Sun Pharma. Our least preferred stocks are Bajaj Auto, BHEL, Hero MotoCorp,
Hindustan Unilever, Infosys and Jubilant FoodWorks. Our top midcap picks are MCX,
Info Edge, Cholamandalam and Kajaria Ceramics.

www.ubs.com/investmentresearch
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Figure 1: UBS India alpha preferences (most and least preferred stocks) and top midcap picks

M cap Current market Price % P/E (x) P/B (x) EV/EBITDA RoAE Net Debt/Equity EPS CAGR
Company Name Rating  ($m) price (Rs) target (Rs) upside FY16E FY17E FY16E FY17E FY16E FY16E FY16E FY15-17E
Most Preferred
Bharti Airtel Buy 26,792 417 480 15.0% 223 181 23 21 70 11.0% 126.8 26.3%
Coal India Buy 38,850 383 470 227% 147 133 57 54 120 39.1% (145.5) 10.9%
HDFC Bank Buy 38576 1,029 1,300 26.3% 192 154 36 3.0 - 20.2% - 27.4%
LICHousing Finance ~ Buy 3,660 452 600 32.9% 128 101 23 19 - 19.1% - 27.2%
mc Buy 44523 350 430 229% 240 200 7.8 68 16.6 35.0% (46.0) 17.7%
JSW Energy Buy 3,021 115 144 257% 108 95 22 19 65 21.7% 66.7 16.1%
Maruti Suzuki India Buy 17,801 3,669 4,200 145% 203 156 41 34 111 21.6% (14.7) 41.9%
Oil & Natural Gas Buy 45,002 328 400 221% 98 90 13 12 52 14.4% 18.4 11.3%
Reliance Industries Buy 43,835 927 1,315 41.8% 10.8 9.5 1.1 1.0 8.4 11.0% 36.9 11.3%
State Bank of India Buy 34,948 291 400 37.2% 128 10.2 15 14 - 12.7% - 29.3%
Sun Pharma Buy 42,237 1,090 1,260 15.6% 30.2 244 52 44 223 185% (21.3) 22.7%
Least Preferred
Bajaj Auto Sell 9,698 2,087 2,300 10.2% 148 133 45 3.9 9.3 32.4% (31.3) 12.0%
BHEL Sel 9,124 232 202 -13.0% 218 234 16 15 145 7.5% (23.3) 34.4%
Hero MotoCorp Neutral 7,790 2,429 3000 235% 140 122 60 50 8.9 46.6% (26.2) 21.7%
Hindustan Unilever ~ Neutral 32,370 932 1,000 7.3% 411 356 358 284 31.3 97.8% (65.9) 19.2%
Infosys Ltd Sell 40,294 2,191 1475 -32.7% 191 178 43 38 131 23.7% (68.6) 6.4%
Jubilant FoodWorks ~ Sell 1,605 1,527 1,200 -214% 59.7 440 118 93 27.7 22.0% (3.0) 33.9%
Top Midcap picks
Multi Commodity Exch ~ Buy 921 1,125 1,500 333% 356 225 49 46 188 13.8% (19.5) 50.7%
Info Edge Buy 1,555 887 1,000 127% 498 403 60 54 330 12.6% (86.3) 28.9%
Cholamandalam Buy 1,435 624 700 12.1% 169 129 25 22 - 17.0% - 32.0%
Kajaria Ceramics Buy 933 768 900 17.1% 247 196 63 50 134 28.6% 17.8 33.4%
Source: UBS Estimates
Earnings recovery key to markets performance,
when will they recover?
Positive surprise on rates cycle, lower oil prices and reforms newsflow helped
Indian markets over the last 1 year. Hereon, actual earnings and macro data points
will matter increasingly. The reality of a slow growth recovery is now being
acknowledged and earnings estimates for FY15/16 have been cut 6-7% over the
last 6 months — recovery is yet elusive.
Nifty earnings estimates cut
In the earlier part of FY15, consensus estimates for Nifty earnings had appeared to
have stabilised, but started being revised downwards since mid-Oct'15, post weak
2QFY15 results. Since then, earnings for FY15/16 have been cut by nearly 7%, led
by cuts in oil & gas, metals & mining, financials, autos and infra & cap goods.
The cut in earnings has been driven by a nearly 5% cut in topline estimates for
FY15 (and over 7% for FY16), led by petrochemicals, oil & gas and autos.
EBITDA margin estimates for FY15 have been revised down marginally, with
estimates for metals & mining, cement, power, infra & cap goods and oil & gas
being revised down the most. However, estimates for petrochemicals, telecom,
pharma and autos have been revised up (and consumers too for FY16).
On a sectoral basis, earnings cuts in autos, banks and petrochemicals are reflective
primarily of cuts in topline; in cement, metals & mining and infra & cap goods
primarily of margins cuts; and in oil & gas and power of both.
The impact of lower commodity prices can be seen on margin estimates of sectors
which use these commodities as inputs — EBITDA margin estimates have been
revised up for companies such as HUL and Asian Paints in the consumer sector
(though overall sector margins estimates for FY15 are still down due to revisions in
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ITC). The converse impact has been seen on companies in sectors whose selling
price is dependent on commodity prices, such as Coal India, Sesa Sterlite, Tata
Steel and NMDC in metals & mining, and Cairn and ONGC in oil & gas.

Figure 2: Nifty FY15 and FY16 earnings revisions and drivers

FY15 FY16
Earnings Sales EBITDA margin Earnings Sales EBITDA margin

Revision  Contribution | Revision  Contribution Revision | Revision  Contribution | Revision  Contribution Revision
IAutos -5.6% -0.7% -3.3% -0.6% 0.14% -3.5% -0.4% -4.2% -0.8% 0.25%
Financials -3.5% -1.0% -2.6% -0.2% -2.6% -0.8% -3.0% -0.3%
Cement -4.9% -0.1% -0.4% 0.0% -1.08% -3.0% -0.1% -0.7% 0.0% -0.51%
IConsumers -2.5% -0.1% -1.8% -0.1% -0.26% -4.1% -0.2% -4.4% -0.1% 1.91%
Infra & Capital Goods -18.0% -0.6% -1.6% -0.1% -0.96% | -10.1% -0.4% -1.2% -0.1% -0.62%
IT Services 0.7% 0.1% 0.5% 0.0% -0.21% -0.2% 0.0% 1.5% 0.1% -0.51%
Media -4.8% 0.0% -2.1% 0.0% -0.10% | -10.0% 0.0% -3.4% 0.0% -1.43%
Metals & Mining -20.5% -1.6% -2.2% -0.3% -1.74% | -20.0% -1.5% -2.8% -0.4% -1.86%
0il & Gas -22.4% 1.7% | -11.7% -1.4% -0.88% | -263% -2.0% | -19.8% -2.2% -0.11%
Petrochem -8.5% -0.7% | -12.2% -1.9% 0.39% | -12.3% -0.9% | -24.4% -3.6% 1.95%
Pharmaceuticals -1.1% 0.0% -1.7% 0.0% 0.21% 0.7% 0.0% -0.7% 0.0% 0.54%
Power -11.4% -0.4% -2.6% -0.1% -1.03% -7.8% -0.3% -1.8% -0.1% -0.47%
Telecom 7.6% 0.1% -0.6% 0.0% 0.33% -1.8% 0.0% 0.3% 0.0% 0.19%
Nifty -6.8% -6.8% -4.8% -4.8% -0.27% -6.6% -6.6% -1.5% -1.5% 0.35%

Note: Cuts since mid Oct-15; Source: Datastream, UBS

Sharper recovery only in FY17

Street forecasts are building in margins recovery, near past peaks, for FY16/17.
Topline growth forecasts though appear conservative, at 8%/14% for FY16/17, vs.
our forecast nominal GDP growth of 12.8%/13.3%. We continue to expect a mild
recovery in FY16 (20bps acceleration in GDP growth) and a sharper recovery only

in FY17.

Our top-down earnings growth forecast for the Nifty is 10%/18% for FY16/17,
post likely 7% growth in FY15. This implies likely further cuts to earnings growth
estimates by the street/analysts.

Figure 3: Nifty sales, EBITDA and earnings expectations

Sales Growth (YoY, %) EBITDA Margin Earnings Growth (YoY, %)
UBS-e IBES-e UBS-e IBES-e UBS-e IBES-e
FY15E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E [FY15E FY16E FY17E
Nifty 51% 4.4% 14.0% | 4.2% 7.5% 13.6% |[16.7% 18.5% 18.9% [17.0% 18.4% 18.9% | 7.6% 17.2% 18.8% | 7.7% 17.7% 19.9%
Nifty (ex Oil & Gas) 6.5% 4.9% 14.7% | 58% 9.1% 13.9% [17.3% 19.2% 19.5% |17.5% 18.8% 19.3% (10.1% 18.1% 19.4% [10.6% 18.5% 20.3%
Nifty (ex global comms) [10.5% 12.4% 15.1% [11.3% 14.6% 15.4% |20.6% 21.3% 21.6% [20.7% 21.2% 21.4% [12.5% 19.1% 20.0% [13.2% 19.7% 20.0%

Note: Global commodities include oil & gas/petchem and metals & mining; Source: Datastream, Bloomberg, UBS

Nifty 4QFY15 expectations

4QFY15 will likely be weak but markets may be arguably already expecting that,
based on our discussions with investors. Street/analyst estimates for Nifty
companies suggest that overall profits are expected to decline, with negative yoy
earnings growth in sectors such as oil & gas, metals & mining, cement and infra &
cap goods. Ex global commodities, earnings are expected to grow modestly at 5%.

Revenue growth is expected to be similarly slow, with growth in 4Q being lower in
most sectors than the past 9MFY15 (ex pharma and power). EBITDA margins are
expected to improve vs. the past 9MFY 15, with some benefits expected from the
decline in commaodity prices (e.g. autos, consumers).
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Figure 4: Nifty 4QFY 15 expectations vs 9m growth and FY15, 16 estimates

Revenue growth EBITDA margin Net Profit growth

4Q15  9M15  FY15 FY16 | 4Q15 9M15 FY15  FY16 | 4Q15  9M15 FY15  FY16
Nifty -13% 64% 51% 44% | 191% 176% 167% 185% | -43% 9.1% 16% 17.2%
Nifty (ex oil & gas) 02% 74% 65% 49% |204% 186% 173% 19.2% 04% 11.2% 10.1% 18.1%
Nifty (ex global commodities) 8.0% 11.1% 105% 124% |214% 20.7% 20.6% 21.3% 53% 146% 125% 19.1%
Sectors
Autos 43% 12.7% 8.0% 74% | 16.8% 159% 153% 163% | 11.7% 13.7% 16.2% 12.3%
Financials 11.7% 152% 15.7% 16.5% 13.5% 13.9% 13.5% 25.0%
Cement 53% 13.2% 13.4% 151% | 16.7% 152% 16.8% 19.2% |-386%  3.6% 9.5% 31.8%
Consumers 124% 125% 133% 15.6% |[29.1% 28.6% 28.9% 29.0% | 16.9% 11.2% 13.7% 17.6%
Infra/Cap gOOdS 4.3% 4.7% 4.0% 17.2% [ 13.1% 11.3% 11.8% 12.4% | -36.4% 72% -17.7% 25.0%
IT Services 11.7% 11.5% 11.6% 13.0% | 258% 26.2% 26.1% 25.5% 6.5% 174% 13.4% 10.3%
Media 78% 93% 89% 168% |27.3% 27.6% 27.5% 28.0% | 27.9% 10.1% 14.4% 24.5%
Metals & Mining 4.1% 115%  5.6% 6.7% | 22.5% 253% 147% 152% |-378% -59% -6.7% 16.4%
0il & Gas -89% -05% -52% 03% | 99% 10.6% 124% 13.5% |[-513% -15.0% -17.8% 5.0%
Petrochem -32.2%  -7.4% -6.5% -27.0% | 13.4% 8.4% 9.2% 14.6% 2.6% 0.8% 3.6% 8.6%
Pharmaceuticals 11.8% 103% 28.6% 143% |26.8% 26.5% 27.2% 28.6% | 16.0% 213% 16.6% 23.5%
Power 93% 22% 3.6% 9.5% | 34.1% 29.7% 30.9% 31.5% | 185% -2.1% -7.6% 12.7%
Telecom 103% 10.8% 10.7% 12.5% |33.8% 33.6% 34.5% 355% | 40.0% 963% 87.3% 22.1%

Note: Jump in pharma sales is due to Sun-Ranbaxy merger; Cement and Metals & Mining are consensus
forecasts; Source: Datastream, Bloomberg, UBS

WPI ignored given focus on CPI - topline surprised

negatively

We have been expecting negative GDP growth surprise but positive inflation
surprise (ex crude oil) over the last 1 year. Yet earnings disappointed even our top-
down expectations for FY15.

A lower growth environment is reflected in the decline in earnings growth rates
over the past few years. Real GDP growth recovery over the next two years should
help drive some pick-up in earnings growth (bottom up analyst forecasts imply a
pick-up from single digit growth levels to 15%+), though we expect acceleration
only in FY17, not FY16.

Figure 5: Nifty earnings growth vs real GDP growth
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Earnings cuts and disappointments have been driven more by lower sales growth
while margins have broadly gone up, only a bit below earlier expectations.

As per our analysis, markets (and us) were focused on CPI as the key inflation
metric, given RBI's focus on this as the policy driver. WPl is arguably more relevant
for topline growth for companies and the sharper than expected decline in this
was ignored. CPl is dominated by food (weight of food & beverages is more than
45%) and thus not directly reflective of Nifty topline drivers. Sharp decline in WPI
inflation has thus had a dampening impact on nominal sales in FY15. The
commodities/oil deflation globally in 2H 2014 has led to WPI printing in negative
zone over last 5 months. This also played a role in adversely affecting topline
growth for Nifty.

Figure 6: Nifty sales growth vs inflation

35% - r 12%

30% - L 10%

s

25%
F 8%

20%

15%

s

T

6%

J ” 1
20w
10% - 4 2
4 !
0
5% - ] 2%
i
-l
0% T T T T T T T T T T T 0%
™ = [Yel © ~ © D o — o~ (321 < n o ~
(=3 o o o o (=] o — ol - - ol — - -
o o o o o o o o o o o [=] o o [=]
N N N N I N N N N N N N N N N
> > > > > > > > > > > > > > >
w [T w w [T w w w w [T w w [T w w
e \ifty SalES YOy CPI (RHS) e \WP| (RHS)

Note: Nifty sales based on current constituents, for which data goes back to FY02; analysis is FF adjusted, ex-
banks and metals & mining; Source: Capitaline, Datastream, Bloomberg, UBS

Sales growth is expected to recover from single digit levels going forward, but
analysts are not building in a strong recovery in sales. In a more conducive
environment, sales growth has some potential to surprise on the upside. Sales
growth has been higher than nominal GDP growth in the past. Some uptick in the
WPI inflation ahead supports the expectation of sales growth recovery.

Figure 7: Inflation trajectory and UBS forecasts

Figure 8: Nifty sales growth vs nominal GDP growth
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Margins have been historically correlated with global commodity price movements
and WPI inflation trajectory. The environment of benign global commodity prices
and domestic inflation can be supportive of margin expansion.

Figure 9: Nifty EBITDA margin vs CRB index

Figure 10: Nifty EBITDA margin vs WPI inflation
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Current forecasts for the Nifty suggest that analysts are building in a much greater
impact of operating leverage and EBITDA margins (ex oil & gas/materials) are
forecast to improve to past peaks. We do not think that the current moderate
expectations for sales recovery are enough to drive such an improvement in
margins and thus the expected rise in earnings. If topline growth is actually in-line
with the conservative estimates, margins could disappoint as operating leverage
may not play out completely (as has been the case in FY15). Only if sales forecasts
are beaten, can margins meet expectations, and earnings growth recovery be
stronger.

Figure 11: Nifty earnings growth, sales growth and EBITDA margins
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Earnings forecast by street and UBS analysts are building in growth acceleration for
Consumers, Autos, Banks, Infra/Cap Goods and building in deceleration in IT

Services.

Figure 12: Nifty sales, EBITDA and earnings expectations

Sales Growth (YoY, %) EBITDA Margin Earnings Growth (YoY, %)
UBS-e IBES-e UBS-e IBES-e UBS-e IBES-e

FY1S5E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E |FY15E FY16E FY17E
Autos 8.0% 7.4% 15.6% |10.4% 15.2% 15.6% [153% 16.3% 16.7% [15.3% 15.5% 15.8% |16.2% 12.3% 24.8% |16.4% 21.5% 20.3%
Financials 15.7% 16.5% 17.0% |[15.0% 16.4% 17.9% 13.5% 25.0% 22.0% |14.6% 21.9% 22.5%
Cement 13.4% 15.1% 154% [13.4% 15.1% 15.4% [16.8% 19.2% 21.4% [16.8% 19.2% 21.4% | 9.5% 31.8% 32.7% | 9.5% 31.8% 32.7%
Consumers 13.3% 15.6% 16.3% [13.1% 11.9% 16.6% [28.9% 29.0% 29.7% [29.3% 32.0% 29.3% |13.7% 17.6% 18.9% |11.4% 14.6% 15.5%
Infra/Cap goods 40% 17.2% 19.7% | 5.0% 16.4% 18.2% [11.8% 12.4% 12.8% [11.8% 12.7% 13.1% [-17.7% 25.0% 30.9% [14.9% 34.7% 26.5%
IT Services 11.6% 13.0% 11.2% [11.6% 14.4% 13.8% [26.1% 25.5% 24.8% [26.1% 25.9% 25.8% |13.4% 10.3% 8.9% |13.6% 12.6% 13.9%
Metals & Mining 56% 6.7% 75% | 56% 6.7% 7.0% [14.7% 15.2% 15.8% |(14.8% 153% 15.9% | -6.7% 16.4% 17.3% | -6.7% 17.9% 17.3%
Media 89% 16.8% 19.4% | 7.8% 15.6% 17.6% [27.5% 28.0% 28.9% [27.1% 27.3% 28.9% |14.4% 24.5% 21.7% | 23% 16.1% 24.8%
Oil & Gas 52% 03% 81% |-74% -51% 10.9% [|12.4% 13.5% 13.9% |13.4% 15.0% 15.5% [17.8% 5.0% 9.9% |21.6% 55% 14.0%
Petrochem -6.5% -27.0% 23.0% [12.2% -11.3% 14.8% | 9.2% 14.6% 14.6% | 9.8% 12.5% 14.1% | 3.6% 8.6% 14.1% | 3.0% 7.1% 26.3%
Pharmaceuticals 28.6% 14.3% 13.2% |30.3% 14.7% 14.7% [27.2% 28.6% 29.8% [26.7% 27.4% 28.2% |16.6% 23.5% 21.2% |16.9% 19.8% 21.1%
Power 36% 95% 8.1% | 2.8% 87% 83% [30.9% 31.5% 32.0% [1.1% 32.4% 33.3% | -7.6% 12.7% 12.7% | -0.2% 17.8% 13.8%
Telecom 10.7% 12.5% 12.4% [10.9% 10.9% 10.5% [34.5% 35.5% 36.4% [33.6% 34.1% 34.6% [87.3% 22.1% 17.1% |84.3% 12.2% 14.7%
Nifty 51% 4.4% 14.0% | 42% 7.5% 13.6% [16.7% 18.5% 18.9% (17.0% 18.4% 18.9% | 7.6% 17.2% 18.8% | 7.7% 17.7% 19.9%
Nifty (ex Oil & Gas) 6.5% 49% 147% | 58% 9.1% 13.9% [17.3% 19.2% 19.5% (17.5% 18.8% 19.3% [10.1% 18.1% 19.4% |10.6% 18.5% 20.3%
Nifty (ex global comms) [10.5% 12.4% 15.1% |113% 14.6% 15.4% [20.6% 21.3% 21.6% [20.7% 21.2% 21.4% [12.5% 19.1% 20.0% [13.2% 19.7% 20.0%
Note: Cement and Metals & Mining are consensus forecasts; Source: Datastream, Bloomberg, UBS

Portfolio sector positioning - OW Banks, Pharma;
UW Auto 2Ws, Staples, IT

We reiterate OW Banks as we believe the rate cycle will be a bigger driver for these
stocks (through lower NPLs, and through bond book gains) rather than credit
growth near-term. We are OW Oil & Gas/Petrochemicals, Pharma and
Telecom/Media. We are also OW Coal, with our sector analyst's recent initiation on
Coal India — he believes Coal India is at a turning point with positive implications
for top-line growth and operational leverage that have not yet been priced in by
the market.

We reiterate UW on Auto 2Ws and Consumer Staples to reflect our concerns on
rural growth. We are also UW on IT Services and Real Estate.

We are Neutral on Auto 4Ws, Consumer Discretionary, Infra/Cap Goods, Power
Utilities and Midcaps.

Figure 13: UBS India sector positioning

Overweight Neutral Underweight
Banks & Fls - Private and SOE Autos 4W Autos 2W

Coal Consumer Discretionary Consumer Staples
Oil & Gas/Petrochemicals Infrastructure & Capital Goods IT Services
Pharmaceuticals Power Utilities Real Estate

Telecom & Media
Source: UBS

SMID (small and midcaps)
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Nifty Dec-2015 target cut to 9,200 from 9,600

We cut our Nifty target for Dec-2015 to 9,200, to reflect earnings cuts.

Our earlier Nifty target of 9,600 for Dec-2015 was based on assumptions of
12%/15%/18% growth in FY15/16/17 earnings and a one-year forward PE
multiple of 16x. FY15 earnings have disappointed and are likely to be closer to
7%. We now assume a more moderate 10% growth in earnings in FY16, and a
pick-up to 18% in FY17, and thus arrive at a lower one-year forward EPS for Dec-
15 vs. earlier. Markets have rerated and have recently traded at higher multiples,
closer to 17x one-year forward PE, despite the cut in earnings. We expect current
multiples to likely sustain, and thus apply a 17x PE multiple to the derived EPS,
which gives us a Nifty value lower than our earlier target.

Figure 14: Nifty value matrix

Scenarios FY15E growth FY15E EPS FY16E growth FY16E EPS FY17E growth FY17E EPS

1 year fwd

14x

15x

16X

16.5x  17x

17.5x

18x

Scenario 1 - UBS bottom-up 7.6% 434 17.2% 508 18.8% 603
Scenario 2 - IBES bottom-up 7.7% 433 17.7% 509 19.9% 611
Scenario 3 - pessimistic 7.0% 431 8.0% 466 15.0% 535
Scenario 4 - Base case 7.0% 431 10.0% 474 18.0% 560

579
585
518
538

8,113
8,194
7,252
7,535

8,692
8,779
7,770
8,074

9,272
9,365
8,288
8,612

9,561 9,851 10,141
9,657 9,950 10,243

8,547 8,806
8,881 [9,150

9,065
9,419

10,431
10,535
9,324
9,688

Source: Datastream, Bloomberg, UBS estimates

The revised target also reflects our view of the growth recovery being slower than
expected, as is playing out in quarterly corporate results. It does reflect possibility
of near-term consolidation and even profit-taking, given limited absolute upside
from current levels near-term. We remain positive directionally and expect the rates
cycle to continue surprising the markets positively. India remains OW from Asia
and EM perspective.

Bottom-up Nifty implied scenarios

Our top-down Nifty target of 9,200 for end-2015 implies a 5-6% upside from
current levels. Using bottom-up UBS analyst price targets for individual Nifty stocks,
we arrive at a bottom-up Nifty expectation of close to 9,900, which reflects a 14%
upside, albeit over a year (assuming price targets largely reflect price expectations a
year out). This is expected to be driven by banks, petrochem, pharma, consumers,
oil & gas and autos. Consensus bottom-up price targets indicate a 9% upside.

We also looked at the projections for price targets for Nifty stocks in upside and
downside scenarios — which indicate a 32% return and a 17% decline respectively.

The delta between the base case and upside scenario comes from sectors such as
banks, infrastructure, IT Services, oil & gas and petrochemicals, which are expected
to do much better in a rosy scenario. The delta between the base case and
downside scenario comes from banks, pharmaceuticals and IT Services.

Figure 15: Nifty bottom up vs top down expectation, upside-downside
scenarios

UBS expectations Consensus
Current Top down Bottom up base case  Upside scenario Downside scenario Bottom up

Nifty value 8,707 9,200 9,888 11,457 7,257 9,483
% upside 5.7% 13.6% 31.6% -16.7% 8.9%

Source: Bloomberg, UBS
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Appendix

Inflation moderation vs. forecasts

Figure 16: FY15 CPl downward trajectory led to estimate
cuts for FY15 — UBS was below consensus initially

Figure 17: FY15 WPI downward trajectory led to estimate
cuts for FY15 — WPI inflation moderation surprised
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Nifty historical sectoral earnings trends and forecasts

Figure 18: Autos - historicals and forecasts

Figure 19: Consumer staples — historicals and forecasts
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Figure 20: Consumer discretionary - historicals and

Note: For UBS coverage companies; Source: Capitaline, Bloomberg, UBS

Figure 21: Cement - historicals and forecasts
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Figure 22: IT Services - historicals and forecasts

Figure 23: Infra/cap goods - historicals and forecasts
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Figure 24: Media - historicals and forecasts Figure 25: Power - historicals and forecasts
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Figure 26: Pharma - historicals and forecasts Figure 27: Telecom - historicals and forecasts
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Figure 28: Banks' GNPLs and slippages (% of loans) Figure 29: Banks' credit cost (% of loans)
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Figure 30: Banks' ROE and ROA Figure 31: Banks' loan growth
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Note: For coverage banks; FY15/16/17 are estimates; Source: Company reports, UBS

Figure 32: Sectoral comparison of current expectations with 2003-07 cycle

Sector 2003-07 cycle 2015-17 cycle bottom-up expectations

Autos The jump in earnings growth was accompanied by an increase in sales Earnings growth is expected to pick up, along with an increase in sales
growth, and some improvement in EBITDA margins. Net interest (% of growth. The improvement in EBITDA margins is expected to be stronger, with
PBT) declined. some increase in gross margins too. Net interest (% of PBT) is expected to

decline, but from high levels, and would remain near 5 year averages.

Consumer Earnings growth dipped in FY05, led by HUL, driven partly by slow sales Earnings growth is expected to pick up for the large caps (some moderation
Staples growth and some contraction in EBITDA margins. Net interest expenses due to base effect of mid-caps), with higher sales growth and some margin

increased. improvement.
Consumer Sales growth improved, accompanied by a decline in margins, and earnings  Earnings growth is expected to remain decently strong, with sales growth
Discretionary growth trend was mixed (base effects of some larger companies played a  rising and margins picking up. Interest expenses to moderate.

role). Interest costs declined for some, while others became net interest

payers, from receivers.

Infra/Cap Sales and earnings trends were mixed, and EBITDA margins took a while to  Earnings growth is expected to improve from negative levels, along with an
goods improve. Interest expenses declined significantly. improvement in sales growth from low/negative levels. Margins are expected
to improve, but interest costs to remain high.
IT Services  Earnings growth picked up with high sales growth, but lower margins. Earnings growth is expected to slow, with margin contraction, and sales
growth likely to be moderate.
Media Sales growth declined initially but then picked up, while earings trend was Both earnings and sales growth are expected to pick-up along with a
mixed. EBITDA margin jumped up with sales decline, but then contracted. ~ moderate improvement in margins.
Pharma Earnings growth picked-up only later, along with higher sales growth and a Earnings growth pick-up to be driven largely by margin expansion, and sales
recovery in EBITDA margins, which initially contracted. growth is expected to moderate.
Power Sales and earnings growth shot up, followed by a decline in FY06 (led by Earnings growth is expected to come back to positive levels, from a no

Tata Power). Margins contracted at first but then picked up (led by NTPC).  growth-decline situation in the past 2 years, along with an improvement in
Interest expenses continued to remain very high. sales growth (though still moderate). EBITDA margins expected to improve
somewhat. Interest expense to remain high.
Telecom Sales growth was strong, margins improved, but interest expenses were Sales growth should pick-up moderately and margin expansion expected. But
high. Turnaround from being loss-making companies to profit-making led  earnings growth expected to decline. Net interest expense (% of PBT)
the earnings growth. expected to rise.
Source: Capitaline, Datastream, Bloomberg, UBS
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We would like to thank Devendra Alhat, an employee of Cognizant, for his
assistance in preparing this research report. Cognizant staff provides research
support services to UBS.

Statement of Risk

We believe the risks to our long-term estimates (for example, for corporate
earnings) and macroeconomic variables (such as GDP growth rates and inflation)
are an economic slowdown, a weakening currency, global economic events, and
government policy changes.
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Required Disclosures

This report has been prepared by UBS Securities India Private 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.

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. 45% 37%
Neutral FSR is between -6% and 6% of the MRA. 43% 33%
Sell FSR is > 6% below the MRA. 12% 20%
Short-Term Rating  Definition Coverage’® IB Services*

Stock price expected to rise within three months from the time

o) [0)
the rating was assigned because of a specific catalyst or event. less than 1% | less than 1%

Buy

Stock price expected to fall within three months from the time

[0} [¢)
the rating was assigned because of a specific catalyst or event. less than 1% less than 1%

Sell

Source: UBS. Rating allocations are as of 31 March 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 the NASD and NYSE and therefore are not subject to the restrictions contained
in the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by
a research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if
any, follows.

UBS Securities India Private Ltd: Gautam Chhaochharia; Sanjena Dadawala.
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Company Disclosures

Company Name Reuters 12-month rating Short-term rating Price Price date
Bajaj Auto® BAJA.BO Sell N/A Rs2,086.70 16 Apr 2015
Bharat Heavy Electricals Limited BHEL.BO Sell N/A Rs232.10 16 Apr 2015
Bharti Airtel Ltd.3.4 BRTI.BO Buy N/A Rs417.30 16 Apr 2015
Cholamandalam Investment & Finance CHLA.BO Buy N/A  Rs624.40 16 Apr 2015
Coal India COAL.BO Buy N/A Rs382.95 16 Apr 2015
HDFC Bank?2 45616 HDBK.BO Buy N/A Rs1,029.10 16 Apr 2015
Hero MotoCorp HROM.BO Neutral N/A Rs2,428.85 16 Apr 2015
Hindustan Unilever HLL.BO Neutral N/A Rs931.90 16 Apr 2015
Info Edge (India) INED.BO Buy N/A Rs887.00 16 Apr 2015
Infosys Ltd's INFY.BO Sell N/A Rs2,191.10 16 Apr 2015
ITC ITC.BO Buy N/A  Rs349.95 16 Apr 2015
JSW Energy JSWE.BO Buy N/A Rs114.70 16 Apr 2015
Jubilant FoodWorks JUBI.BO Sell N/A Rs1,527.45 16 Apr 2015
Kajaria Ceramics KAJR.BO Buy N/A  Rs768.25 16 Apr 2015
LIC Housing Finance'? LICH.BO Buy N/A Rs451.55 16 Apr 2015
Maruti Suzuki India MRTI.BO Buy N/A Rs3,669.05 16 Apr 2015
Multi Commodity Exchange of India MCEI.BO Buy N/A Rs1,124.95 16 Apr 2015
Oil & Natural Gas Corporation’ 5 ONGC.BO Buy N/A  Rs327.50 16 Apr 2015
Reliance Industries RELI.BO Buy N/A  Rs927.45 16 Apr 2015
State Bank of India* SBI.BO Buy N/A Rs291.45 16 Apr 2015
Sun Pharmaceuticals Industries Limited SUN.BO Buy N/A Rs1,089.55 16 Apr 2015

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

1. UBS Securities Co. Limited is acting as manager/co-manager, underwriter, placement or sales agent in regard to an
offering of securities of this company/entity or one of its affiliates.

2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of
securities of this company/entity or one of its affiliates within the past 12 months.

3. UBS Limited is acting as adviser to IHS Holding Limited on the acquisition of a tower portfolio from Bharti Airtel in
Zambia and Rwanda

4, Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking
services from this company/entity within the next three months.

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment
banking services are being, or have been, provided.

8. The equity analyst covering this company, a member of his or her team, or one of their household members has a
long common stock position in this company.

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.
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:
Publishing Administration.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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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;
(ii) 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.
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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 Espafa SV, SA. UBS Securities Espafia SV, SA is regulated by the Comision 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
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 (OO0). 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 ltalia Sim S.p.A. is regulated by the
Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS Italia Sim S.p.A. has contributed to this document, the
document is also deemed to have been prepared by UBS 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. 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, (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) securities portfolio managers and securities consultants duly
authorized by Comisséo de Valores Mobilidrios (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) 016/09/2014 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 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, BSE (Capital Market
Segment) INB0O10951437.

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 2015. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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