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Dynegy, Inc. 
Painting the Path Forward 
 

Preparing for an active year: Finding value through the cycle 
We met with management Wednesday in Houston to discuss their 2016 agenda 
following the Engie deal earlier this year. One of management’s key priorities is 
deleveraging and optimizing the portfolio. Despite near-term headwinds associated 
with the MISO auction, we see the potential for DYN to reduce leverage at the IPH 
subsidiary at a meaningful discount to par and prospects for a successful capital raise 
without employing the ECP bridge loan as key potential positive catalysts in the story. 
Further, retirements of FCF neg assets (IL, TX, CA) could be a positive. 

IPH Portfolio Prime to Restructure; significant deleveraging event 
Mgmt. is keenly focused on addressing the IPH portfolio ahead of any maturities. 
Following what is expected to be a negative MISO capacity print, we suspect mgmt is 
likely to not only elaborate on further retirements (presumably Newton gives its higher 
cost structure among the Illinois coal portfolio) but also prospects for the segment more 
broadly. Given managements emphasis on restructuring, an exchange or tender for the 
$825 Mn in outstanding debt at this subsidiary (trading at ~30c of late, or ~$290 Mn in 
market value) appears possible. Seeing limited prospects for the two likely remaining 
coal plants at IPH, one potential option is for management to offer lenders a deal to 
exchange their parent obligations at a discount to their existing value. We note the 
debt has few alternatives on a stand-alone basis, with remaining assets operating at 
seemingly break even FCF levels (or worse); we believe asset viability is limited w/o 
consumer facing business (marketing desk) in an opaque MISO market. 

Parting of the Credit Clouds: see execution of financing plans as positive 
Further, with the entire IPP sector trading around concerns for accessing credit, we see 
the prospects for DYN to tap secured debt and more importantly, unsecured bonds in 
lieu of the ECP bridge loan as a material de-risking factor. Further, we see asset sales as 
poised to down leverage overall too (both in New York and PJM). Lastly, a further 
swing factor comes from pending PG&E GT&S case – and prospects for Western sale to 
raise cash to effectively buy back in the ECP portion of Engie deal if possible. 

Valuation: Maintain $21 Target: MISO headwind today, w/ opportunities ahead 
We continue to see substantial upside on a reversion to a 'normal' environment for 
power market multiples. MISO capacity results today should prove a near-term low. 
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Highlights (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Revenues 1,293 1,466 2,497 3,839 5,167 5,130 5,347 5,239 
EBIT (UBS) (97) (309) (51) 436 694 710 984 1,037 
Net earnings (UBS) (224) (359) (278) (20) 114 82 288 319 
EPS (UBS, diluted) (US$) (2.24) (3.59) (2.78) (0.16) 0.91 0.66 2.31 2.57 
DPS (US$) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Net (debt) / cash (1,067) (1,149) (6,226) (6,038) (5,674) (5,308) (4,954) (4,551) 

 

Profitability/valuation 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
EBIT margin % -7.5 -21.1 -2.0 11.4 13.4 13.8 18.4 19.8 
ROIC (EBIT) % (2.8) (8.9) (0.7) 4.2 6.8 7.1 10.1 10.7 
EV/EBITDA (core) x 27.7 14.9 12.6 9.3 7.1 7.1 5.7 5.5 
P/E (UBS, diluted) x (2.3) (5.9) (10.2) (95.4) 16.4 22.7 6.5 5.8 
Equity FCF (UBS) yield % (62.8) 6.9 6.0 (21.6) 28.5 24.5 23.6 26.9 
Net dividend yield % 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a 
share price of US$14.97 on 13 Apr 2016 19:36 EDT 
 
 



 

Julien Dumoulin-Smith, Analyst, julien.dumoulin-smith@ubs.com, +1-212-713 9848 

 Dynegy, Inc.   14 April 2016 

 

 2 

   

Dynegy, Inc. Buy (US$21.00 price target)  
 

UBS Research THESIS MAP a guide to our thinking and what's where in this report 

  

PIVOTAL QUESTIONS 
 

Q: How can the IPH subsidiary be addressed? 
Management has recently raised the profile of restructuring at IPH, and we see a path to deleveraging 
via the restructuring of its non-recourse $825 Mn at a significant discount to par, as a way to create 
real equity value. While many investors already adjust for this portfolio, it addresses another... 

more 
 

UBS VIEW 

 

 

Dynegy shares are likely to be driven by moves in gas and power prices as well as by announcements 
with respect to financial restructuring/M&A considerations, as peer coal and gas generators weigh 
selling their coal portfolios. Equity valuation is driven in part by option value to either a power recovery 
and credit markets. We think the shares will outperform as the strategy is executed by the new 
management at the helm, led by Bob Flexon, who previously served as NRG Energy's CFO/COO. 
 

EVIDENCE 

 

 

IPH subsidiary is substantially out of the money, and offers an ability to de-lever through exchanges or 
tenders below face value. 
 

WHAT'S PRICED IN? 
 

Shares continue to trade below their historic levels, reflecting wider credit concerns. We value shares 
using the current market forwards for gas and power, as do many peer buysiders. Prospects of a 
meaningful restructuring of the IPH subsidiary have only recently been raised by management and 
hence we see this as not fully appreciated by the market. Forthcoming coal retirements and financing 
without the need of the ECP PIK Bridge Loan at 11% are both under-estimated by Street. While shares 
will likely continue trade principally as a function of both the high-yield energy sector and commodity 
strip, we see mgmt execution on portfolio transition towards gas as reducing its aggregate sensitivity 
to future shifts in commodities. 
 

UPSIDE / DOWNSIDE 
SPECTRUM 
 
 
 
 
 
 
 
 
 
 
 

 

 

Value drivers 
 

EV/EBITDA     

$44 upside 7.6x     
$21 base 6.5x     
$10 downside 5.3x     
Source: UBS      

more 
 

COMPANY DESCRIPTION 
 

Dynegy, Inc. provides wholesale power, capacity, and ancillary services to utilities, cooperatives, 
municipalities, and other energy companies in six states in key US regions of... 

more  
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Dynegy, Inc. UBS Research 

 

PIVOTAL QUESTIONS return  

 

Q: How can the IPH subsidiary be addressed? 
 

UBS VIEW 
 

Management has recently raised the profile of restructuring at IPH, and we see 
a path to deleveraging via the restructuring of its non-recourse $825 Mn at a 
significant discount to par, as a way to create real equity value. While many 
investors already adjust for this portfolio, it addresses another subsidiary 
headwind to simplify the story. We continue to include the subsidiary on a 
consolidated SOP basis, leaving ~$4/sh+ upside to our target upon 
restructuring.  

 

EVIDENCE 

Debt is trading meaningfully below par and provides an opportunity to reduce 
leverage without employing dollar for dollar cash. This should accrue 
meaningfully to equity value. 

WHAT'S PRICED IN? 

Shareholders have begun to discuss this as an overhang. More broadly, 
investors have sought to have DYN delever. This would appear the most 
accretive form of reducing nominal debt off the balance sheet rather than 
using cash. 

 

 

Addressing IPH remains the top priority for this year 

Given its recent statements, we see mgmt. as keenly focused on addressing 
the IPH portfolio ahead of any maturities. Following what is expected to be a 
negative MISO capacity print, we suspect mgmt is likely to not only elaborate 
on further retirements (presumably Newton gives its higher cost structure 
among the Illinois coal portfolio) but also prospects for the segment more 
broadly. We expect mgmt. to discuss an exchange or tender for the $825 Mn 
in outstanding debt at this subsidiary (trading at ~30-40c of late, or ~$250-
$300 Mn in market value).  

Figure 1: Historic IPH Bond Levels 

 
Source:  Factset 
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While we don’t see much value in the segment even at its $250 Mn valuation 
of late, management may consider offering lenders a deal to exchange their 
debt for either parent obligations or tender for cash at a discount to their 
existing value. We note the debt has few alternatives on a stand-alone basis, 
with both remaining assets operating at seemingly break even FCF levels (or 
worse). 

Figure 2: IPH Debt Summary 

 
Source:  FactSet 

What's the market value today? 

The IPH bonds imply a very pricey ~$125/kW for the remaining (2) coal plants 
assuming the Newton plant is retired. We do not expect management to offer to 
take in the structure at the current valuation seeing limited value, particularly 
without the marketing enterprise behind DYN.  

Figure 3: Looking at the Market Value of the IPH Bonds Today ($ Mn) 

 
Source:  FactSet 

An IPH deal could require rewrite of existing Illinois emissions 
requirements 

We emphasize retirement and subsequent folding of the remaining IPH assets 
into the Dynegy portfolio could well trigger a review of the existing Illinois 
Multi-Pollutant Standards (MPS) impacting IPH portfolio. Notably, without 
plans to complete the scrubber at Newton, we see risk around compliance at 
other plants which were intended to be covered under a ‘portfolio’ approach. 
The question remains whether other plants recently acquired including the 
Kincaid plant, scrubbed already, would be allowed to enter the compliance 
bubble for SO2 targets across the entire Illinois fleet. Expect some discussion 
before the Illinois EPA in coming months. One possible avenue could include 
unit de-rates amidst efforts to limit output from higher SO2 plants. As a 
reminder, the company already employs lower-sulfur PRB coal to achieve its 
targets. 

 

As of 9/30/15 (Except 
Current Yield)

Maturity 
(yr)

Book 
Yield

Current 
Yield 2015 2016 2017 2018 2019 2020+

Illinois Power Generating Company (GenCo)
Senior Notes F 2032 7.95% 24.09% 275      
Senior Notes H 2018 7.00% 18.30% 300      
Senior Notes I 2020 6.30% 18.81% 250      
Total GenCo 825          -       -       -       300      -       525      

Market Cap of IPH Bonds
Notes Value

2032 90.8                  
2018 114.8                
2020 83.8                  

289.3                
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How about the allocated costs to IPH? 

With substantial focus on NRG’s allocated costs to GenOn, allocated costs to 
the overall IPH portfolio is presently ~$40 Mn, and poised to go lower upon 
close of the Engie deal. With ~3GW, this implies north of $10/kW-yr of SG&A; 
this is similar to the GenOn Portoflio with $193 Mn across the full 17.8GW 
portfolio. We look for retirements at both subsidiaries to reduce the allocated 
costs. We note many in the sector continue to point to these costs as 
potentially too high, but the question remains whether management can 
extract comparable value under a more streamlined ‘loan-to-own’ scenario for 
private equity. With limited market transparency in MISO, this argument would 
appear particularly challenged for this segment. We suspect a much stronger 
case for the GenOn portfolio will be made. 

Figure 4: Dynegy's IPH Assets 

 
Source:  Company Filings 

Other Key Portfolio Issues 
Looking hard at California still to divest. 

Mgmt continues to evaluate options around a contemplated divestment of its 
West coast portfolio. We see the bulk of the value as accruing to the portfolio via 
its Moss Landing CCGT, with its remaining assets (Morro, Oakland, and Moss 6&7 
as all site value). We expect Moss 6&7 to be retired at year-end at the conclusion 
of its existing capacity contract (with just 1-year left on its operating life due to 
Once-through-cooling limitations anyways).  

It is unclear given the substantial additional cost from PG&E’s pending GT&S rate 
case (adding nearly ~$1/MMBtu up to $1.35/MMBtu for delivery on the PG&E gas 
LDC to the plant). The uptick in rates could practically eliminate all value of the 
plant as we perceive relatively limited dispatch should the proposed rate structure 
be adopted (with the ~$200 Mn NPV swing in value potentially equal to the plant 
overall value when applying value of $100-200/kW to the operating business and 
marginal value for the three legacy peakers). We continue to see the massive rate 
increase proposed on customers as a key risk to PG&E. Status quo, we see 
California as worth ~$1/sh to the overall value of DYN’s EV value. 

Asset Capacity Fuel RTO Interconnected
Illinois Power Holdings (IPH)

Coffeen 915          Coal MISO Ameren IL
Joppa 802          Coal MISO Ameren IL
Joppa CT 221          Gas MISO Ameren IL
Newton 1,230       Coal MISO Ameren IL

Total IPH ex. GenCo 3,168       

Illinois Power Generation Company (GenCo)
Duck Creek 425          Coal MISO Ameren IL
E.D. Edwards 585          Coal MISO Ameren IL

Total GenCo 1,010       
Total IPH including GenCo 4,178       
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Figure 5: California Portfolio Potential Value 

 
Source:  UBSe 

Extracting more value: asset sales possible 

DYN appears poised to divest additional assets in effort to continue to deleverage 
and re-allocate away from markets that appear robust.  

 New York Selldown? Notably, mgmt. sees opportunity around its 
Independence 1.2GW CCGT; with the plant benefitting from abnormally high 
spark spreads in this market given the access to cheap gas, we perceive risk to 
these in the future from cheaper gas flowing elsewhere into the state and 
pushing down prices.  Further, with the longer-term outlook poised to see 
implementation of a 50% RPS in the state – and the bulk of renewables 
anticipated upstate – management appears to be navigating itself early out of 
this market. Lastly, with just one single asset in the state, we’re not surprised to 
continue to ‘simplify’ the story, particularly amidst the strong capacity and 
energy prospects in the medium term with threatened nuclear retirements.  We 
expect proceeds from this asset could exceed $600 Mn. 

 What else? PJM peakers.  Several could be on the block too given as mgmt. 
appears keen to capitalize on more robust capacity and spark spreads of late. 
While unclear precisely which units, we generally believe the PJM market is 
approaching a ‘top’ of its respective cycle. While it would appear strategically 
challenging to sell-down gas assets amidst its efforts to reposition the portfolio, 
it would appear more consistent that it is resulting in additional gas purchases, 
effectively replacing its portfolio at better value elsewhere. 

What to do with cash? Buy down the Engie stake 

Mgmt would likely ideally to own the full Engie portfolio. While ECP only has a put 
on its 35% of the portfolio 4-years down the line, we already perceive the 
company as keen to collapse the entire structure. That said, other options remain 
on the table as well for cash deployment; we suspect any deployment would 
evaluate the state of the market in ~2017 once any sales are executed.  

Peaker Permits: Getting More Runtime. 

Among the other emerging trends we perceive in the northeast amidst cheap gas 
prices are peakers running as mid-merit units given their advantaged dispatch 
economics vs. coal plants. In particular, we understand at least two of the acquired 
plants under the Engie portfolio located adjacent to pipes with access to cheaper 
Marcellus-sourced gas. We emphasize these units are operating at maximum 

Dynegy California Portfolio Potential Transaction Value
Asset Location Fuel Dispatch MW $/kW Value ($Mn)
Moss Landing

Units 1-2 Monterey County, CA Gas CCGT Intermediate 1,020            150        $153
Units 6-7 Monterey County, CA Gas Peaking 1,509            -         -                

Oakland Oakland, CA Oil Peaking 165               30          5                   
Morro Bay* Morrow Bay, CA N/A N/A 650               8           5                   
* Transmission Capacity Total 2,694            $163

Total per Sh $1.08
Estimated Rate of Delivered Gas Increase Potential Under GTS Case: $1/Mmbtu NPV ~$200Mn
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outputs (~40%) limited principally by their environmental permits. We suspect this 
may prompt DYN among others to petition to expand these permits to enable their 
peaking facilities to operate more. Given the meaningful retirement of coal plants 
anticipated, we believe the added dispatch will not prove too problematic to 
maintain local air quality, particularly with the plants likely displacing coal output.  

Will DYN be able to finance its Engie deal? Yes, on its own. 

We look for management to finance the deal without the use of ECP’s 11% PIK 
Bridge facility. The $400 Mn note had been a core risk to deal execution as it could 
automatically convert to equity, structurally making the transaction dilutive to 
Dynegy.  We see the improvement in credit markets of late as disproportionately 
constructive to the company, seeing its meaningful forthcoming financing on the 
$1.85 Bn of secured debt and ~$400 Mn of likely unsecured notes will be issued 
(the exact mix is still up in the air). We see execution of the financing plan under 
today’s market conditions as a constructive datapoint.   

How to handle out-of-the-money coal? Simply don’t.  

We see little palatability for management to continue to operate assets that 
generate negative FCF; specifically, this includes its coal portfolio. Following years 
of distress in the power markets, we perceive an accelerated retirement portfolio. 
Further, we think this mantra would leave little latitude to maintain the Coleto 
Coal plant in Texas; thus DYN may prove among the first coal operators to shut 
coal in the state. Should this happen, we think it would likely be the start of a 
trend. 

The MISO Auction View from Dynegy 

While Dynegy still sees a path towards potentially clearing a limited amount of 
capacity at higher prices that would presumably require the Zone 4 region of MISO 
(Illinois) to ‘separate’ at higher prices from the balance of the market (say just ~200 
MWs), it remains ‘close to the edge’ and could yet clear at negligible levels with 
the wider market. We note DYN has about 2GWs of eligible capacity available to 
bid into the auction (1.2GW at DI and 800MWs at IPH). While the MISO auction 
may well set a negative tone in an immediate sense, we caution from taking the 
print too negatively.  Other companies impacted included EXC via its Clinton 
nuclear unit (~1GW) and CMS via its DIG asset in Zone 7. We note regulated 
utilities in MISO are largely unaffected by the auction, seeing it as a pass through 
to consumers. 

How much will the MISO auction matter? Bilaterals may still set the tone 

The question remains just how much will the RA auction matter should it clear at 
negligible levels; by how much will the current predominantly bilateral auctions for 
capacity shift for both munis and retailers? While DYN remains quite confident, we 
remain concerned based on the import potential into the region. Commentary in 
coming months on bilaterals will be closely watched by the sector; pricing remains 
reasonably robust in the latest IPA auction (240 MWs cleared by DYN) and as part 
of the latest Good Energy procurement (1GW deal at $4.50/kW-mo).  With the 
impact of the MATS retirements largely ‘flowed’ through the footprint by this 
point, we see the MISO market as largely topping out; rather, more supply 
reductions will  be necessary to maintain pricing amidst more incoming capacity.  



 

 Dynegy, Inc.   14 April 2016 

 

 8 

Valuation: Maintaining PT of $21 
Our valuation is based on 2018E sum-of-the-parts analysis. While the continued 
weakness in underlying commodities hits Dynegy hard, we still believe shares 
are undervalued when considering that substantially all of the pro-forma free 
cash flow generated is from gas assets. 

Figure 6: Dynegy Valuation 

 
Source:  UBS estimates 

 

 

  

Dynegy Inc - 2018E EBITDA Low Base High Low Base High
Base IPP Multiple = 7.0x

Legacy Dynegy 347 4.0x 6.0x 7.0x $1,389 $2,083 $2,430
Illinois Power Holdings (IPH) 109 4.0x 5.0x 6.0x $438 $547 $657
Duke Midwest 321 6.0x 7.0x 8.0x $1,925 $2,245 $2,566
EquiPower (~ISO-NE Portfolio) 473 6.0x 7.0x 8.0x $2,839 $3,312 $3,785
Less: West Peaking (18) 5.0x 6.0x 7.0x ($91) ($109) ($127)
Synergies, Corp. Overhead, & Other 160 5.0x 6.0x 7.0x $800 $960 $1,120
Engie 547 5.6x 6.6x 7.6x $3,062 $3,609 $4,156
Total Unregulated EV 1,957 5.3x 6.5x 7.6x $10,362 $12,648 $14,823

Net Debt (12/31/15)
Dynegy Inc. $6,380 $6,380 $6,380
Illinois Power Holdings (IPH) $825 $825 $825
Engie-Related Financing $1,850 $2,870 $1,850
Plus: NPV of West Peaking ($25) ($45) ($50)
Cash and Equivalents ($253) ($505) ($880)
Total Net Debt $8,778 $9,525 $8,125
Net Debt / Adjusted EBITDA 4.7x 5.07x 4.3x

Total Equity Value $1,584 $3,123 $6,698
Implied FCF Yield 21% 11% 5%
Shares Outstanding 151 151 151
Dynegy Valuation $10.00 $21.00 $44.00
Upside/(Downside) 5% 121% 364%

Price Target Gross EV/EBITDA Multiple 5.3x 6.5x 7.6x
Current Price Implied  Gross EV/EBITDA Multiple 5.1x 5.5x 4.7x

Dilution Implied from Consolidating IPH -$2.56 -$1.84 -$1.11

EV / EBITDA Multiples
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Dynegy, Inc. UBS Research 
 

UPSIDE / DOWNSIDE SPECTRUM 
 

return  
 

 

 
  

Value drivers 
 

EV/EBITDA     

$44 upside 7.6x     
$21 base 6.5x     
$10 downside 5.3x     
Source: UBS      

 

 

DYN is trading as 
among the cheapest 
IPPs in the sector still 

 

 

Upside (US$44):  We see substantial leverage to natural gas prices still, even after 
the recent CCGT acquisitions, seeing the underlying coal business as still quite 
operationally leveraged. Further, improvement in credit markets bodes well for 
borrowing costs at its latest acquisition, Engie. 

Base (US$21): We ascribe a peer multiple of 7x EBITDA across the core businesses, 
reflecting a largely comparable multiple to peers. We emphasize we continue to 
embed the IPH portfolio which could well be restructured to a further $4/sh 
benefit. We see deleveraging potential as the best positioned here. 

Downside (US$10): Shares are quite volatile and risk to the downside is 
predominantly driven by both future penetration of additional renewables, 
continued distress in credit markets which will pressure multiples, and prospects of 
a re-entrenchment in gas prices after the latest rally. 
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Dynegy, Inc. UBS Research 
 

COMPANY DESCRIPTION 
 

return  
 

Market Cap US$2bn 

Shares Outstanding 151Mn UBSe (COM) 

Industry Utilities & IPPs 

Region Americas 

Website www.dynegy.com 

Dynegy, Inc. provides wholesale power, capacity, and 
ancillary services to utilities, cooperatives, municipalities, 
and other energy companies in six states in key US regions 
of the Midwest, the Northeast, and the West Coast. The 
company's power generation portfolio consists of over 
13,100 megawatts of base-load, intermediate, and peaking 
power plants fueled by a mix of coal, fuel oil, and natural 
gas. Dynegy completed the acquisition of Illinois Power 
Holdings in 2013. Dynegy is in the process of acquiring 
assets from Duke Energy and Energy Capital Partners for 
$6.25bn. 

Industry outlook 

IPP sector prospects remain quite volatile and tied to not 
just the gas cycle, but also distinct properties in each power 
market around further supply additions and retirements. 
We continue to see a wider trend of fossil retirements 
balanced against renewable additions.  

The Illinois Fleet: The Core Coal Exposure 
 
 

 
 

      
 

 
Source: Company reports and UBS estimates 

 

      
  

Dynegy Illinois Assets
Asset Capacity Fuel RTO Interconnected
Coal Segment

Baldwin 1,815       Coal MISO Ameren IL
Havana 434          Coal MISO Ameren IL
Hennepin 294          Coal MISO Ameren IL
Wood River 465          Coal MISO Ameren IL
Kincaid 1,108       Coal PJM ComEd (EXC)

Total Coal Segment 4,116       

Asset Capacity Fuel RTO Interconnected
Illinois Power Holdings (IPH)

Coffeen 915          Coal MISO Ameren IL
Joppa 802          Coal MISO Ameren IL
Joppa CT 221          Gas MISO Ameren IL
Newton 1,230       Coal MISO Ameren IL

Total IPH ex. GenCo 3,168       

Illinois Power Generation Company (GenCo)
Duck Creek 425          Coal MISO Ameren IL
E.D. Edwards 585          Coal MISO Ameren IL

Total GenCo 1,010       
Total IPH including GenCo 4,178       

Gas Segment
Kendall 1,236       Gas PJM ComEd (EXC)
Lee 757          Gas PJM ComEd (EXC)
Elwood 788          Gas PJM ComEd (EXC)

Total Gas Segment 2,781       

Total Illinois 11,075     
Total DYN Coal in AEE IL 6,965       
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Forecast returns 

Forecast price appreciation +40.3% 

Forecast dividend yield 0.0% 

Forecast stock return +40.3% 

Market return assumption 5.8% 

Forecast excess return +34.5% 

 
  

Valuation Method and Risk Statement 

Risks to our investment thesis, valuation, and estimates include but are not limited 
to: 1) actual commodity prices differing significantly from our assumptions; 2) 
adverse political, legislative, and/or regulatory changes; 3) reduction in end-user 
electric demand; and 4) inability to realize stated synergy or cost-savings targets. 
Other investment risks include abrupt changes in weather pattern, sharp 
slowdown in economic demand, interest rate risks, and disruption of trading 
activity in power markets. Valuation of stocks mentioned are based on sum-of-the-
parts analysis, PE multiple analysis, and blend of SOP, DDM, DY and PE. 
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Required Disclosures 

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

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical 
performance information; and certain additional disclosures concerning UBS research recommendations, please visit  
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable 
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed 
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act 
as principal in the debt securities (or in related derivatives) that may be the subject of this report.  

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 Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 49% 32% 

Neutral FSR is between -6% and 6% of the MRA. 38% 26% 

Sell FSR is > 6% below the MRA. 14% 19% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Sell Stock price expected to fall within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Source: UBS. Rating allocations are as of 31 March 2016. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 

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

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

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

http://www.ubs.com/disclosures
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UBS Securities LLC:  Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.   

Company Disclosures 

Company Name Reuters 12-month rating Short-term rating Price Price date 

Dynegy, Inc.4, 6, 7, 16 DYN.N Buy N/A US$14.97 13 Apr 2016 

Engie5, 7 ENGIE.PA Buy N/A €13.81 13 Apr 2016 

NRG Energy Inc.7, 16 NRG.N Buy N/A US$13.43 13 Apr 2016 

PG&E Corporation16 PCG.N Neutral N/A US$58.83 13 Apr 2016 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock 
pricing date 
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 

services from this company/entity or one of its affiliates. 
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. 
7. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and 

services other than investment banking services from this company/entity. 
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 
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Global Disclaimer 
This document has been prepared by UBS Securities 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://www.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that 
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance 
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http://www.ubs.com/global/en/homepage/cookies/cookie-
management.html). 

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

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; 

(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. 

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 Contrôle 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 España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  
Distributed by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments 
and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG 
is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other 
offering material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey 
without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of 
the securities abroad by residents of the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce 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 (OOO).   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 Società 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 Italia 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 Comissão de Valores Mobiliários (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) 
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