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NRG Energy Inc.
Lightening Up at GenOn

NRG announces sale of GenOn's Shelby peaker and Seward coal plant

On Dec 1, NRG announced the sale of two GenOn Holdco assets for a combined
$138M of cash and other compensation; the 525-MW Seward waste-coal-fired plant in
Western PA and the 352-MW gas-fired gas peaker in Shelby County, IL. We expect of
proceeds used towards wider deleveraging at GenOn as part of a previously discussed
asset and liabilities rebalancing program. The Seward facility is being sold to Robindale
Energy Services, which owns several coal mines near the plant and is likely to benefit
from reduced fuel cost, lower O&M, or some combination of both (see our scenario
table below). The Shelby plant is being acquired by Rockland Capital. NRG disclosed
the combined 2016-18 projected annual EBITDA for the two plants at a surprisingly low
$10.5M, which implies no PJM capacity revenues for Seward and very high O&M in the
order of ~$70/kW-mo and perhaps a cost for waste coal of around ~$15/ton plus
~$15/ton for transport (GenOn guidance). While the headline EV/EBITDA paid is 13.1x,
we illustrate below how reduced costs could improve that to as low as 3x-7x.

Seward had previously been jewel of GenOn portfolio

We flag the asset had previously generated north of $50 Mn in EBITDA in past years,
with $15/ton for simple handling, delivery, and associated limestone for waste coal that
was otherwise free. We're surprised to the see the relatively low forward projections,
although mgmt admittedly suggests that higher O&M and fuel costs expected over the
2016-18 period are responsible for poor cash flow projections.

GenOn restructuring is a growing focus for NRG; lever for debt reduction

The sale is a part of NRG's plan to sell non-strategic generation assets to raise about
$1bn by the end of 2016. We think GEN restructuring could increasingly become the
focus for NRG, adding to equity value, as deconsolidation occurs and/or potential
reduction to existing par value of the debt. We see raising liquidity as a priority for
GenOn to address its looming June 2017 maturity, with precise timing of action
unclear.

Valuation: Maintain $18 PT; costs cuts and debt reduction are positive steps
Price target based on 2017E SOTP valuation. Recently announced cost cuts and debt
reduction help but uncertainties around the solar strategy and leverage could delay the
sustainability of a recovery. No quick fixes in the absence of a sustained gas/power
recovery.

Highlights (US$m) 12/12 12/13 12/14 12/15E 12/16E
Revenues 8,422 11,295 15,868 16,282 15,887
EBIT (UBS) 969 1,380 1,605 2,162 1,730
Net earnings (UBS) 579 274 262 690 396
EPS (UBS, diluted) (US$) 2.47 0.85 0.78 2.23 1.34
DPS (US$) 0.18 0.48 0.54 0.58 0.58
Net (debt) / cash (14,042) (14,812) (18,568) (17,112) (16,324)
Profitability/valuation 12/12 12/13 12/14 12/15E 12/16E
EBIT margin % 11.5 12.2 10.1 13.3 10.9
ROIC (EBIT) % 6.5 7.4 7.9 10.4 8.7
EV/EBITDA (core) x 6.2 6.3 6.2 3.7 4.0
P/E (UBS, diluted) x 7.5 31.3 39.6 55 9.2
Equity FCF (UBS) yield % (50.4) 9.1) 5.9 20.2 1.2
Net dividend yield % 0.9 1.8 1.7 4.7 4.7

Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuatio
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Figure 1: Shelby Peaker Plant Annual Economics, '16-'18

Figure 2: Seward Coal Plant Economics, '16-'18

Assumptions - Shelby County, Ill Assumptions - Seward in New Florence, PA
Operating Capacity (MW) 352 Operating Capacity (MW) 525
Capacity Factor 1% Capacity Factor 55%
Generation Output (GWh) 42 Generation Output (GWh) 2,529
O&M (HkW-yr) 45 1 |o&M ($ikw-yr) 70
variable O&M (S/MWh) 05 | |variable 0&M ($/Mwh) 0
Energy Price (On-peak; NI Hub) $/MWh 34.42 Energy Price (On-peak: AD Hub) $/MW 39.30
MISO Zn 4 CP ($/MW-day) 100
: ; : PJM RTO CP ($/MW-day) 130
Gas price (Chicago City) $/mmbtu 2.6 ] ° .
Heat Rate (mmbru/kwh) 10 Waste coal $/ton including $15/ton deliv 30
Waste coal $/mmbtu using 5500 btu/lb 2.73
Income Statement ($mn) Heat Rate (mmer/kWh) 10.8
Energy Revenue 1 Income Statement ($mn)
Capacity Revenue 13 Energy Revenue 99
Total Revenue 14 Capacity Revenue 25
Fuel Price 1 Total Revenue 124
Gross Profit 13 Fuel Price 75
\F/'am?ibloe&(r)vl&M _lg Gross Profit 50
ixe Variable O&M 0
EBITDA S 3 [Fixed 0&M 37
EBITDA 135
Source: UBS Estimates, SNL Financial, Company filings Source: UBS Estimates, SNL Financial, Company filings
Shelby sale likely based on higher capacity pricing to come
Rockland in particular has previously articulated a constructive view on the MISO
market, believing in potential market improvement prospects. While we could yet
see improvement in delivered gas prices and slight uptick in energy margin, the
bulk of the future economics for the plant remain tied to MISO capacity. We
assume a ~$100/MW-day to reflect uncertainty on how many MWs will clear in
the Resource Adequacy (RA) auction as well as uncertainty around future pricing
assumptions employed.
Seward sale likely based on increasing fuel, O&M costs
As we illustrate in Figure 3 below, the reported multiple for the combined asset
sale is a healthy 13.1x EV/EBITDA, although the implied EV/kW is more muted at a
only $157/kW (vs new build well above $600/kW for a new CCGT). However, we
expect Robindale to be able to reduce the plant's fuel costs considerably, with a
reduction to simple transportation cost of $15/ton improving margins by nearly
$25M, reducing the multiple to only 4.0x EV/EBITDA. Reductions to unusually high
O&M cost at Seward would also have a significant effect on margins as well; we
emphasize the fact the sale is to a coal supplier suggests coal supply may have
been partially to blame.
Figure 3: Plant Sale Metrics, Reported vs Reduced O&M Scenario
Reduced O&M  Reduced Coal
Shelby + Seward Reported Scenario  Price Scenario
MWs 877 877 877
0&M $/kW-year (UBSe) $ 60 $ 50 $ 60
Waste coal $/ton including $15/ton delivery (UBS $ 30.0 $ 30.0 $ 15.0
Combined EBITDA $M $ 10.5 $ 19.3 $ 47.8
Purchase Price $M $ 1380  $ 1380  $ 138.0
Implied EV/EBITDA 13.1x 7.2x 2.9x
Implied EVIKW $ 157 $ 157 $ 157
Source: UBS Estimates, Company filings
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MISO prices = set by ComEd zone or wider RTO?

We think MISO prices are largely at the 'top' consistent with our views on CP
capacity prices. While we believe current prices will be largely sustainable, and
there is clear potential for reform to enable them to persist, we doubt whether any
buyer would be fully willing to capitalize the price. In the near term the question is
whether prices in MISO will be allowed to 'price’ with the (higher) ComEd zone
rather than with PJM RTO prices (we think this will be difficult for the market
monitor in MISO to accept unless clear interconnection possibilities exist into this
specific zone)

What else is on the table?

We emphasize three other assets as likely on the table to reach mgmt's $500 mn
asset sale goal. We emphasize all three below sit at the GenOn Corp HoldCo
enabling proceeds to address near-term maturities:

= Aurora Peaker (IL): This 1.05GW peaking asset in the ComEd zone of PJM
would appear quite profitable given the recent uptick in regional capacity
prices. We suspect this is a prime asset for monetization.

= Hunterstown CCGT (PA): This is the real crown jewel asset at GenOn, at 810
MW, the plant operated last year at north of 50%. We suspect the plant
produces ~$100 Mn/yr in EBITDA.

=  Choctaw CCGT (MS): This 884MW CCGT located in MS has seen little run-
time in recent years given its regional transmission constraints; despite the low
gas price environment it only ran at 37% last year. Given the recent
improvement in regional plant values, we suspect this is another low-EBITDA
and high $/kW plant monetization.

Still looking for a solution for GenOn leverage

At 3Q, GenOn 2016 EBITDA guidance of $335Mn net of ~$200Mn service
agreement with NRG Inc. came in below our expectations and is lifted by 25%
hedging. With ~$2.9Bn of debt, the ~8.5x debt/EBITDA is substantial as investors
continue to question how much (if any) equity value is left at the non-recourse
subsidiary. In addition to the leverage is another ~$1Bn of discounted operating
lease obligations.  GenOn’s FCF profile for 2016 is particularly challenged
(~$25Mn) due to $160Mn environmental capex. The GenOn assets have been a
significant source of synergies and a valuation scenario on NRG excluding GenOn
would likely see pressure on allocated costs (today at ~$200 Mn).

NRG Energy Inc. 2 December 2015
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NRG Energy Inc. (NRG.N)

Income statement (US$m) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E
Revenues 8,422 11,295 15,868 16,282 2.6 15,887 -2.4 15,801 15,882 16,095
Gross profit 2,335 3,174 4,089 4,503 10.1 4,108 -8.8 4,022 4,103 4,316
EBITDA (UBS) 1,919 2,636 3,128 3,293 53 2,865 -13.0 2,746 2,793 2,971
Depreciation & amortisation (950) (1,256) (1,523) (1,131) -25.7 (1,135) 0.4 (1,082) (1,073) (1,041)
EBIT (UBS) 969 1,380 1,605 2,162 34.7 1,730 -20.0 1,664 1,721 1,931
Associates & investment income 0 0 0 0 - 0 - 0 0 0
Other non-operating income (56) (707) (178) 40 - 40 0.0 40 40 40
Net interest (652) (839) (1,119) (1,152) -2.9 (1,071) 7.0 (1,047) (1,023) (893)
Exceptionals (incl goodwill) 0 0 0 0 - 0 - 0 0 0
Profit before tax 261 (166) 308 1,050 241.1 699 -334 657 738 1,078
Tax 327 482 (3) (271) NM (247) 87 (231) (230) (312)
Profit after tax 588 316 305 780 155.6 452 -42.0 426 508 766
Preference dividends 9) 9) 9) (56) - (56) - (56) (56) (56)
Minorities 0 (33) (34) (34) 0.0 0 - 0 0 0
Extraordinary items 0 0 0 0 - 0 - 0 0 0
Net earnings (local GAAP) 579 274 262 690 7635 396 426 370 452 710
Net earnings (UBS) 579 274 262 690 7635 396 426 370 452 710
Tax rate (%) 0.0 0.0 1.0 25.8 NM 35.4 37.2 35.2 31.2 29.0
Per share (US$) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E
EPS (UBS, diluted) 2.47 0.85 0.78 2.23 185.1 1.34 -39.9 1.29 1.67 2.79
EPS (local GAAP, diluted) 2.47 0.85 0.78 2.23 185.1 1.34 -39.9 1.29 1.67 2.79
EPS (UBS, basic) 2.47 0.85 0.78 2.23 185.1 1.34 -39.9 1.29 1.67 2.79
Net DPS (US$) 0.18 0.48 0.54 0.58 7.4 0.58 0.0 0.58 0.58 0.58
Cash EPS (UBS, diluted)? 6.53 4.74 5.34 5.90 10.4 5.19 -11.9 5.08 5.65 6.88
Book value per share 46.20 32.41 34.54 38.35 11.0 40.07 4.5 41.21 43.76 47.67
Average shares (diluted) 234.00 323.00 334.00 308.72 -7.6 294.89 -4.5 285.63 270.00 254.38
Balance sheet (US$m) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E
Cash and equivalents 2,087 2,254 2,116 2,859 35.1 3,602 26.0 4,345 5,088 5,831
Other current assets 5,869 5,342 6,466 7,373 14.0 7,380 0.1 7,370 7,811 7,837
Total current assets 7,956 7,596 8,582 10,232 19.2 10,982 7.3 11,715 12,899 13,668
Net tangible fixed assets 20,268 19,851 22,367 22,995 2.8 23,085 0.4 22,883 22,200 21,555
Net intangible fixed assets 0 0 0 0 - 0 - 0 0 0
Investments / other assets 6,904 6,455 9,716 9,227 -5.0 9,227 0.0 9,227 9,227 9,227
Total assets 35,128 33,902 40,665 42,454 44 43,293 2.0 43,825 44,326 44,450
Trade payables & other ST liabilities 4,530 3,154 4,385 5,536 26.3 5,542 0.1 5,548 5,550 5,552
Short term debt 147 1,050 474 1,231 15978 1,229 -0.23 1,208 1,180 1,111
Total current liabilities 4,677 4,204 4,859 6,768 39.3 6,771 0.0 6,755 6,729 6,663
Long term debt 15,733 15,767 19,900 18,430 -7.4 18,387 -0.2 18,077 17,656 16,630
Other long term liabilities 3,936 3,213 3,920 5,107 30.3 6,010 17.7 6,913 7,816 8,719
Preferred shares 249 249 310 310 0.00 310 0.00 310 310 310
Total liabilities (incl pref shares) 24,595 23,433 28,989 30,614 5.6 31,478 2.8 32,055 32,511 32,322
Common s/h equity 10,533 10,469 11,676 11,840 1.4 11,816 -0.2 11,770 11,815 12,127
Minority interests 0 0 0 0 - 0 - 0 0 0
Total liabilities & equity 35,128 33,902 40,665 42,454 44 43,293 2.0 43,825 44,326 44,450
Cash flow (US$m) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E
Net income (before pref divs) 588 283 271 746 175.2 452 -394 426 508 766
Depreciation & amortisation 950 1,256 1,523 1,131 -25.7 1,135 0.4 1,082 1,073 1,041
Net change in working capital 48 (527) (320) 245 - (1) - 15 (439) (24)
Other operating (437) 258 36 134 272.2 104 -22.4 104 104 104
Operating cash flow 1,149 1,270 1,510 2,255 49.3 1,690 251 1,627 1,246 1,887
Tangible capital expenditure (3,396) (1,987) (909) (1,415) -55.7 (1,225) 134 (880) (390) (395)
Intangible capital expenditure 0 0 0 0 - 0 - 0 0 0
Net (acquisitions) / disposals 1,039 (481) (2,733) 489 - 0 - 0 0 0
Other investing 95 (60) 739 0 - 0 - 0 0 0
Investing cash flow (2,262) (2,528) (2,903) (926) 68.1 (1,225) -32.3 (880) (390) (395)
Equity dividends paid 41 (154) (196) (179) 8.6 (171) 4.5 (166) (157) (148)
Share issues / (buybacks) 0 9) (18) (437) NM (249) 43.0 (250) (250) (250)
Other financing 270 789 734 687 -6.37 687 0.00 687 687 687
Change in debt & pref shares 1,861 792 736 (713) - (45) 93.69 (331) (449) (1,094)
Financing cash flow 2,090 1,418 1,256 (642) - 222 - (60) (169) (805)
Cash flow inc/(dec) in cash 977 160 (137) 687 - 687 0.0 687 687 687
FX / non cash items 5 7 (1) 56 - 56 0.0 56 56 56
Balance sheet inc/(dec) in cash 982 167 (138) 743 - 743 0.0 743 743 743

Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.'Cash EPS (UBS, diluted) is calculated using UBS net income adding back depreciation and
amortization.
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NRG Energy Inc. (NRG.N)

Valuation (x) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
P/E (local GAAP, diluted) 7.5 31.3 39.6 5.5 9.2 9.5 7.4 4.4
P/E (UBS, diluted) 7.5 31.3 39.6 5.5 9.2 9.5 7.4 4.4
P/CEPS 2.9 5.6 5.8 2.1 24 2.4 2.2 1.8
Equity FCF (UBS) yield % (50.4) 9.1) 5.9 20.2 11.2 18.0 20.6 359
Net dividend yield (%) 0.9 1.8 1.7 4.7 4.7 4.7 4.7 4.7
P/BV x 04 0.8 0.9 0.3 0.3 0.3 0.3 0.3
EV/revenues (core) 1.4 1.5 1.2 0.8 0.7 0.7 0.6 0.5
EV/EBITDA (core) 6.2 6.3 6.2 3.7 4.0 3.8 33 2.5
EV/EBIT (core) 12.2 12.0 12.0 5.7 6.7 6.3 5.4 3.8
EV/OpFCF (core) NM NM 9.2 6.3 7.0 5.6 4.7 2.9
EV/op. invested capital 0.8 0.9 1.0 0.6 0.6 0.6 0.5 0.5
Enterprise value (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
Market cap. 4,456 7,864 10,127 4,150 4,150 4,150 4,150 4,150
Net debt (cash) 13,793 14,563 18,258 16,802 16,014 14,940 13,747 11,910
Buy out of minorities 0 0 0 0 0 0 0 0
Pension provisions/other 0 0 0 0 0 0 0 0
Total enterprise value 18,249 22,427 28,385 20,952 20,164 19,089 17,897 16,060
Non core assets (6,431) (5,904) (9,131) (8,642) (8,642) (8,642) (8,642) (8,642)
Core enterprise value 11,818 16,523 19,254 12,310 11,522 10,447 9,255 7,418
Growth (%) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
Revenue 1.2 34.1 40.5 2.6 -2.4 -0.5 0.5 1.3
EBITDA (UBS) 5.5 374 18.7 5.3 -13.0 -4.2 1.7 6.4
EBIT (UBS) 49 42.4 16.3 34.7 -20.0 -3.8 34 12.2
EPS (UBS, diluted) - -65.7 -7.6 185.1 -39.9 -3.6 29.3 66.7
Net DPS - 172.1 12.5 7.4 0.0 0.0 0.0 0.0
Margins & Profitability (%) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
Gross profit margin 27.7 28.1 25.8 27.7 25.9 255 25.8 26.8
EBITDA margin 22.8 233 19.7 20.2 18.0 17.4 17.6 18.5
EBIT margin 11.5 12.2 10.1 13.3 10.9 10.5 10.8 12.0
Net earnings (UBS) margin 6.9 2.4 1.6 4.2 2.5 2.3 2.8 4.4
ROIC (EBIT) 6.5 7.4 7.9 104 8.7 8.8 9.7 1.7
ROIC post tax 6.5 7.4 7.9 7.7 5.6 5.7 6.7 8.3
ROE (UBS) 6.4 2.6 24 5.9 3.3 3.1 3.8 59
Capital structure & Coverage (x) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
Net debt / EBITDA 7.3 5.6 5.9 5.2 5.7 5.6 5.0 4.1
Net debt / total equity % 1333 141.5 159.0 144.5 138.2 129.6 119.0 100.8
Net debt / (net debt + total equity) % 57.1 58.6 61.4 59.1 58.0 56.4 54.3 50.2
Net debt/EV % NM 89.6 96.4 NM NM NM NM NM
Capex / depreciation % NM 158.2 59.7 125.1 107.9 81.3 36.4 38.0
Capex / revenue % NM 17.6 5.7 8.7 7.7 5.6 2.5 2.5
EBIT / net interest 1.5 1.6 1.4 1.9 1.6 1.6 1.7 2.2
Dividend cover (UBS) 14.0 1.8 1.5 3.9 2.3 2.2 29 4.8
Div. payout ratio (UBS) % 7.1 56.6 68.9 26.0 43.2 44.8 34.6 20.8
Revenues by division (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
Others 8,422 11,295 15,868 16,282 15,887 15,801 15,882 16,095
Total 8,422 11,295 15,868 16,282 15,887 15,801 15,882 16,095
EBIT (UBS) by division (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E
Others 969 1,380 1,605 2,162 1,730 1,664 1,721 1,931
Total 969 1,380 1,605 2,162 1,730 1,664 1,721 1,931
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Forecast returns

Forecast price appreciation +45.7%
Forecast dividend yield 4.7%
Forecast stock return +50.4%
Market return assumption 5.9%
Forecast excess return +44.5%

Statement of Risk

Risks to our investment thesis include but are not limited: 1) actual commodity
prices differing significantly from our assumptions; 2) political and regulatory
intervention to change the structure of competitive markets in response to high
power prices and insufficient new build; 3) the current state of credit markets that
has limited the companies’ flexibility to return excess cash to shareholders; and 4)
unknown impact from a potential carbon legislation (likely a modest negative).
Other investment risks include abrupt changes in weather patterns, sharp
slowdown in economic demand, interest rate risks, large renewable/transmission
build-out across TX, declining valuation for NRG Yield investment, and disruption
of trading activity in power markets.

NRG Energy Inc. 2 December 2015
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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 LLC: Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.
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Company Disclosures

Reuters 12-month rating Short-term rating Price Price date
N/A US$12.35 01 Dec 2015
Us$13.35 01 Dec 2015

Company Name

NRG Energy Inc.'¢ NRG.N Buy
NRG Yield'® NYLDa.N Neutral N/A

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
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.
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Global Disclaimer

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

Global Research is provided to our clients through UBS Neo, 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: INHO00001204. 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 2015. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

3 UBS
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