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China/Hong Kong SMID sector 
Potential impact from TPP on OEM SMID 
 

Trans-Pacific Partnership—negotiations could close in 2014 
Negotiations for the Trans-Pacific Partnership (TPP)—a free trade agreement between 
12 countries including the US, Japan and Vietnam—could close within 2014. One of 
the TPP’s goals is to eliminate the tariff and non-tariff barriers among its members. 
Apart from the 12 countries currently involved, some other Southeast Asian (SEA) 
countries have also expressed their interest in the TPP. China is currently not involved, 
but it has expressed an interest in joining eventually. 

Potential impact on Chinese/Hong Kong OEM manufacturers 
TPP aims to eliminate tariffs. Among the countries currently involved, the US and Japan 
are the major markets for Chinese original equipment manufacturers (OEM) and 
Vietnam is a competitor. OEMs based in Vietnam (and other SEA countries that may 
join the TPP later) could have significant tariff advantages over China-based 
manufacturers under the TPP by avoiding tariffs—this could help them gain market 
share. Currently, both the US and Japan charge import tariffs (typically 8-30%) on 
products made in China and Vietnam. 

Relocating to SEA—advantages/disadvantages to being in China versus SEA 
With the consideration of lower tariffs (not only under the TPP, but preferential/zero 
tariffs for countries such as Cambodia exporting into the EU and Japan), lower salaries, 
a large labour supply, an improving infrastructure/supply chain, and Rmb appreciation, 
some apparel and footwear OEMs are relocating from China to SEA. We expect this to 
continue over the next few years even though China should remain a major OEM base 
due to its complete supply chain, sufficient utilities/infrastructure, skilled workers, and a 
stable political environment. In addition, China itself is a major market. 

Relevant small and mid-caps (SMID)—OEMs and affiliated companies 
Certain apparel and footwear OEMs such as Win Hanverky (supplies Adidas and 
potentially Puma, Uniqlo and Zara), Kingmaker (supplies New Balance, Asics, Sketchers), 
Luen Thai (supplies Polo, Coach, Uniqlo, Gap) are expanding in Vietnam and Cambodia. 
Other relevant companies in the value chain include Texhong (yarns), Pacific Textile 
(fabric) and Nine Dragons (packaging paper) are also expanding in SEA. 

 Figure 1: Valuation matrix of selected OEM and relevant companies 

      Mkt Cap  ADTV PE (x) P/BV (x) ROE (%) Div.Yield (%) EPS growth 

Name Ticker Price (US$ m) (US$ m) 2012 2013E 2014E 2013E 2013E 2014E 2013E 2014E 2013E 2014E 

Win Hanverky* 3322.HK 1.22 200  0.2  7.2 15.8 11.1 na na na na na -34.7% 42.9% 

Kingmaker* 1170.HK  1.69 151  0.1  10.6 na na na na na na na na na 

Luen Thai* 0311.HK 2.46 328  0.2  3.9 6.2 5.8 0.9 14.1 14.6 5.7 6.0 30.9% 7.8% 

Shenzhou* 2313.HK 26.15 4,717  5.1  11.4 15.2 13.0 2.8 20.4 20.0 3.0 3.6 13.2% 17.0% 

Stella* 1836.HK 18.78 1,924  1.3  14.0 16.4 14.0 2.0 12.7 13.9 4.9 5.7 -23.6% 16.6% 

Yue Yuan 0551.HK 23.20 4,933  6.7  10.2 10.2 9.2 1.2 11.8 11.0 3.9 3.9 -22.2% -0.3% 

Texhong* 2678.HK  8.55 975  1.9  7.1 6.3 5.2 1.8 31.5 32.9 5.8 7.1 102.2% 21.7% 

Pacific Textiles* 1382.HK 11.04 2,059  1.3  14.3 13.4 11.9 3.9 29.6 32.2 7.2 8.6 28.8% 12.5% 

Nine Dragons  2689.HK 6.28 3,779  8.3  10.7 8.1 6.9 0.9 9.0 11.1 3.3 4.8 36.1% 33.2% 

Lee & Man  2314.HK 4.97 3,010  2.7  11.5 9.6 7.8 1.5 13.2 14.5 3.1 3.6 52.2% 20.2% 

Average 
 

10.43 2,207  2.8  10.1 11.2 9.4 1.9 17.8 18.8 4.6 5.4 20.3% 19.1% 

* Bloomberg consensus.  
Note: Above data as of 21 February 2014. 
Source: Bloomberg, UBS estimates 
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What is the TPP? 
The Trans-Pacific Partnership (TPP) is a free trade agreement currently being 
negotiated by 12 countries. It is a vehicle for Asia Pacific-wide economic 
integration, which will strengthen ties between the region’s economies. The 
initiative started with an economically significant group of countries that share a 
vision of negotiating a high-standard, 21st-century regional agreement. The goal is 
to include additional Asia Pacific countries in successive clusters to eventually cover 
a region that represents more than half of global output and over 40 percent of 
world trade. 

Key features 

The TPP’s key features are as follows (according to the Office of the United States 
Trade Representative). We believe one of the most important measures of the TPP 
is the elimination of tariffs.  

 Comprehensive market access: To eliminate tariffs and other barriers to 
goods and services’ trade and investment. 

 Fully regional agreement: To facilitate the development of production and 
supply chains among TPP members. 

 Cross-cutting trade issues: To build on work being done in APEC and other 
fora by incorporating four new, cross-cutting issues in the TPP. These are: 

 Regulatory coherence—commitments will promote trade between the 
countries by making it more seamless and efficient. 

 Competitiveness and business facilitation—commitments will enhance the 
domestic and regional competitiveness of each TPP country’s economy, and 
promote economic integration and job creation within the region. 

 Small- and medium-sized enterprises (SME)—commitments will address 
concerns SMEs have raised about the difficulty in understanding and using 
trade agreements, which would encourage them to trade internationally. 

 Development—comprehensive and robust market liberalisation, 
improvements in trade and investment-enhancing disciplines, and other 
commitments. 

 New trade challenges: To promote trade and investments in innovative 
products and services, including those related to the digital economy and green 
technologies, and to ensure a competitive business environment across the TPP 
region. 

 Living agreement: To enable the updating of the agreement as appropriate 
to address trade issues that emerge in the future as well as new issues that 
arise with the expansion of the agreement to include new countries. 

The involved countries—without China for now 
As of end-2013, 12 countries have joined the TPP negotiations. These are 
Australia, Brunei, Chile, Canada, Japan, Malaysia, Mexico, New Zealand, Peru, 
Singapore, the US, and Vietnam. 
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Apart from these 12 countries officially attending the negotiations, Bangladesh, 
Cambodia, Colombia, India, Indonesia, Laos, Philippines, South Korea, Taiwan and 
Thailand have also expressed their interest in TPP membership. 

China also has some interest in eventually joining the TPP, but has yet to decide 
whether or not to do so or when to join the negotiations. According to the deputy 
head of the Ministry of Finance of China, Mr Zhu Guangyao, China will not be 
among the first batch of countries signing the TPP agreement. 

The agreements could be signed in 2014 

There had been 20 rounds of negotiations since March 2010. A new round of 
negotiations began on 17 February 2014 in Singapore. According to the Prime 
Minister of Singapore, Mr Lee Hsien Loong, the 12 countries could conclude their 
negotiations within 2014 and sign the agreements. 

The potential impact on China 

Elimination of import tariffs for involved countries 

Among the 12 countries involved in the TPP negotiations, the US and Japan are 
two of China's major export markets. Vietnam is China's competitor for exports of 
some products such as apparel and shoes. 

Currently, products made in China and Vietnam are subject to similar tariffs when 
exported into the US and Japan. However, under the TPP, products made in 
Vietnam for export into the US and Japan could have their tariffs waived. This 
indicates that it will be more attractive for customers to have their OEM products 
(for export into the US and Japan) made in Vietnam under the TPP. 

The following figures show the latest import tariffs for selected products (apparel 
and shoes) in the US and Japan. 

 Figure 2: US latest import tariffs for selected products 

 
US import tariffs 

Articles of apparel and clothing accessories, knitted or crocheted  
 

 Cotton: coats 15.9%, except certain free trade countries 

 Cotton: suits 9.4%, except certain free trade countries 

 Cotton: shirts 19.7%, except certain free trade countries 

 Cotton: T-shirts 16.5%, except certain free trade countries 

 Cotton: sweaters 16.5%, except certain free trade countries 

  
Footwear 

 
 Sports footwear, tennis shoes, basketball shoes, gym shoes, training shoes and the like 

  Over 50% of the external surface area is leather 10.5%, except certain free trade countries 

  Others, valued below US$12/pair 7.5%, except certain free trade countries 

Source: US International Trade Commission 
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 Figure 3: Japan latest import tariffs for selected products 

 
Japan import tariffs 

Articles of apparel and clothing accessories, knitted or crocheted  

 Cotton: coats 16.8%, or 10.9% for WTO, or free for LDC 

 Cotton: suits 16.8%, or 10.9% for WTO, or free for LDC 

 Cotton: shirts 16.8%, or 10.9% for WTO, or free for LDC 

 Cotton: T-shirts 16.8%, or 10.9% for WTO, or free for LDC 

 Cotton: sweaters 16.8%, or 10.9% for WTO, or free for LDC 

  
Footwear 

 
 Sports footwear, tennis shoes, basketball shoes, gym shoes, training 

shoes and the like 
10%, 8% for WTO or free for LDC 

Note: WTO = World Trade Organization members, LDC = Least Developed Countries, including Cambodia etc. 
Source: Japan Customs 

Non-tariff benefits for TPP members 
Apart from the apparent tariff benefits for TPP members, there could also be non-
tariff benefits with regard to access to the US and Japan markets, such as avoiding 
quota and licensing constraints. The TPP also aims to eliminate non-tariff measures 
that can serve as trade barriers. 

Advantages and disadvantages of OEMs in China 

Advantages 

Based on our discussions with some Chinese OEMs, by being in China, they still 
benefit from its complete supply chain, readily-sufficient utilities and infrastructure, 
skilled and easily-managed workers with high productivity, a stable political 
environment, and government support (such as tax rebates). In addition, China 
itself is also a large and growing market for some consumer products. 

Disadvantages 

However, for some OEMs, being based in China has also been less attractive than 
being based in Southeast Asia (e.g. Vietnam and Cambodia) given tariff disparities, 
China’s rising labour costs and labour shortages as well as Rmb appreciation. 

With regard to the tariff disparities, some SEA countries are already paying 
preferential tariffs to export into the European Union and Japan.  

 Most SEA countries including Cambodia, Indonesia, Laos, Malaysia, the 
Philippines, Thailand, and Vietnam could benefit from the EU's Generalised 

System of Preferences, which gives preferential import tariffs to these countries. 
In particular, as a Least Developed Country (LDC), Cambodia benefits from the 
most favourable regime available under the EU's Everything But Arms (EBA) 
scheme, which gives Cambodia duty-free access to the EU for exports of all 
products (except arms and ammunition). 

 The EU is negotiating free trade agreements with countries such as Malaysia, 
Vietnam and Thailand. 
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 Japan also gives preferential tariffs to most of the developing countries under 
its Generalised System of Preferences. Cambodia (as a LDC) has duty-free 
access to the Japan market. 

Future trends and their impact on companies 

OEM manufacturers are relocating to SEA 

Given existing tariff benefits as well as potentially duty-free access to the US and 
Japan markets under the TPP, rising labour costs in China and Rmb appreciation, 
and improving infrastructure in SEA, more OEMs (particularly those for lower-end 
products) are relocating from China to SEA (especially to Vietnam and Cambodia).  

However, China remains attractive to some manufacturers and customers for its 
complete supply chain, utilities/infrastructure and skilled workers—particularly for 
some high-end and more complex manufacturing. 

OEM companies with SEA exposure—now and in the 
future 

Certain apparel and footwear OEMs have been expanding in SEA, or have plans to 
do so in the next couple of years. Accordingly, some relevant companies in the 
supply chain (e.g. yarn/fabric and packaging material makers) are also expanding in 
SEA. The following figure shows the SEA exposure of selected OEMs and relevant 
companies. 

 Figure 4: Selected OEM and related companies’ Southeast Asia exposure  

 
China SEA 

Win Hanverky 70% 
20% of capacity in Vietnam and 10% in Cambodia in 2013; plans to have 

37.5% in Vietnam and 12.5% in Cambodia by 2014 

Kingmaker 63% 
29% of capacity in Vietnam and 8% in Cambodia in 2013; targets to have 

33% in Vietnam and 15% in Cambodia by early 2015 

Luen Thai 50% 50% of capacity in the Philippines, Indonesia, Vietnam and Cambodia 

Shenzhou 87% 
13% of garment capacity in Cambodia by 2013; plans to have 20% of fabric 

capacity in Vietnam by 2015 

Stella 80% 16% of capacity in Vietnam and 4% of capacity in Indonesia 

Yue Yuan 34% 

34% of capacity in Vietnam, 31% in Indonesia and 1% in other SEA 

countries in 2013; expects SEA capacity exposure to increase to 75-80% in 

next couple of years 

Texhong 60% 
40% of total capacity in Vietnam in 2013, or 60% of total cotton production 

in Vietnam in 2013 

Pacific Textiles  95% 
Only a small capacity in Sri Lanka in 2013; targets to have 34% of capacity 

in Vietnam by 2015 

Nine Dragons  97% 3% of capacity in Vietnam by end-2015 

Lee & Man  94% 6% of capacity in Vietnam by end-2014 

Source: Company data, UBS estimates 
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Company background 

Textile and footwear OEM manufacturers 

Win Hanverky (3322.HK, not rated)    

 An integrated sportswear manufacturer, distributor and retailer of various top-
tier sportswear brands. Adidas is its largest customer (with a focus on football 
apparel). 

 A 25% capacity expansion in Vietnam and Cambodia in 2014 according to the 
company. 

 Has an expanding customer base with potential new customers such as Puma, 
Uniqlo and Zara. 

Kingmaker (1170.HK, not rated) 

 A leading footwear manufacturer of ‘rugged casual’, ‘dress casual’, work, and 
sports footwear. 

 A 20% capacity expansion in Vietnam and Cambodia in 2014, according to the 
company. 

 It is shifting from manufacturing casual and children’s shoes (Sketchers, Clarks, 
Stride Rite) to athletic shoes (New Balance, Asics). 

Luen Thai (311.HK, not rated)  

 A leading apparel (casual, fashion, sweaters, and lifestyle apparel) and 
accessories (laptop, fashion and camera bags as well as fabric ‘fashion’ shoes) 
OEM supplier. 

 50% of its production capacity was in SEA at end-2013.  

 It has quality customers such as Polo, Coach, Uniqlo, Adidas, and Gap. 

Shenzhou International (2313.HK, not rated)              

 The largest knitwear OEM manufacturer and exporter in China, with a 
vertically-integrated business model. 

 According to the company, it is gaining market share among its top customers 
(Uniqlo, Adidas, Nike and Puma) as customers consolidate their suppliers. 

 Has an integrated business model and the largest scale among its peers in 
China. Its customers participate in the product development, R&D and 
engineering process.  

Stella International (1836.HK, not rated) 

 A leading developer and manufacturer of quality casual and fashion footwear 
products.  

 According to the company, it has a strong customer base including top casual 
footwear brands (Clarks, Deckers, ECCO, Rockport, Timberland and Wolverine) 
and fashion footwear brands (Brian Atwood, Cole Haan, Guess, Jones Grup 
and Michael Kores). 
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 Started a retail business in 2006 in China through its own brands such as Stella 
Luna and What For. 

Yue Yuen Industrial (551.HK, Sell)    

 The world's largest branded footwear manufacturer, an OEM/original design 
manufacturer (ODM) for major international brands such as Nike, Adidas, 
Reebok, New Balance, Timberland and Rockport. 

 Its 2013 earnings could drop due to lower profitability given wage increases in 
China and SEA as well as sluggish OEM volume growth. 

 Aims to reduce its production volume in China from 35% currently to 20-25% 
in two years. 

Other related companies in the supply chain 

Texhong Textile (2678.HK, not rated)                

 A leading cotton textile manufacturer that is principally engaged in the 
manufacture and distribution of yarn, grey fabrics and garment fabrics. 

 It had 40% of its total capacity (cotton and polyester) and 60% of its total 
cotton production in Vietnam in 2013. 

 International cotton prices remained lower than China’s domestic cotton prices 
in 2013. 

Pacific Textiles (1382.HK, not rated) 

 A leading manufacturer of customised knitted fabric, with integrated services 
for knitting, dyeing, printing and finishing. 

 It is the No. 1 fabric supplier to Uniqlo. Its other major customers are Sears, 
Walmart, Target and Kohl's. 

 Currently, most of its production capacity is in China, but the company expects 
34% to be in Vietnam by 2015. 

Nine Dragons Paper (2689.HK, Buy)     

 The largest containerboard paper manufacturer in China with an around 20% 
market share. 

 It is a key beneficiary of a reversal in industry trends, with disciplined capacity 
expansion and steady demand growth. 

 It is committed to lowering its gearing and financing costs through disciplined 
capacity additions and debt restructuring. 

Lee & Man Paper Manufacturing (2314.HK, Buy)           

 The second-largest containerboard paper manufacturer in China with an 
around 10% market share. 

 A key beneficiary of a reversal in industry trends, with disciplined capacity 
expansion and steady demand growth. 

 Its margin and return premium over peers is likely to be sustained, in our view. 
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Statement of Risk 

We believe there are many uncertainties with equity investing, including but not 
limited to: 1) the macroeconomic environment; 2) policy changes; and 3) financial 
market volatility. The risks for Chinese equities include a prolonged slowdown in 
global and domestic economic growth, regulatory and policy mistakes, and an 
increase in investor risk aversion. The financial crisis could be more severe than we 
expect given: 1) US consumption may continue to shrink; 2) credit tightening could 
occur in China over non-performing loan (NPL) and inflation concerns; and 3) risks 
from an asset bubble bursting. 
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less than 
1% 

Source: UBS. Rating allocations are as of 31 December 2013. 
1:Percentage of companies under coverage globally within the 12-month rating category. 2:Percentage of companies within 
the 12-month rating category for which investment banking (IB) services were provided within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 4:Percentage of companies 
within the Short-Term rating category for which investment banking (IB) services were provided within the past 12 months. 

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

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

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

UBS AG Hong Kong Branch:  Edwin Chen.   



 

 China/Hong Kong SMID sector   24 February 2014  10 

Company Disclosures 

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

Lee & Man Paper Manufacturing 2314.HK Buy N/A HK$4.97 21 Feb 2014 

Nine Dragons Paper2, 4 2689.HK Buy N/A HK$6.28 21 Feb 2014 

Yue Yuen Industrial16 0551.HK Sell N/A HK$23.20 21 Feb 2014 

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 

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

4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for 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. 
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Nine Dragons Paper (HK$) 
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Yue Yuen Industrial (HK$) 
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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 express 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 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. 

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is 
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may 
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on 
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation 
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst 
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which 
investment banking, sales and trading are a part. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 
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United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACP (Autorité 
de Contrôle Prudentiel) 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.   Russia:  Prepared and distributed by UBS 
Securities CJSC.   Switzerland:  Distributed by UBS AG to persons who are institutional investors only.   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, an authorised user of the JSE and an authorised Financial Services Provider.   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. This Material is being issued only to and/or is directed only at persons who are Qualified Investors 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.   United States:  Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or 
affiliate of UBS AG that is not registered as a US broker-dealer (a   ‘non-US affiliate’ ) to major US institutional investors only. UBS Securities LLC or UBS Financial 
Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS 
Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial Services 
Inc., and not through a non-US affiliate.   Canada:  Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian 
Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration.   Brazil:  Except as 
otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to be: (i) 
financial institutions, (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.   Singapore:  Distributed by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 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 institutional investors only. 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:  1) Distributed by UBS AG (Holder of Australian Financial Services License No. 
231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). 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. 2) Clients of UBS Wealth Management Australia Ltd: This notice is distributed to clients of UBS Wealth Management Australia Ltd ABN 50 005 311 937 (Holder 
of Australian Financial Services Licence No. 231127), Chifley Tower, 2 Chifley Square, Sydney, New South Wales, NSW 2000, by UBS Wealth Management Australia Ltd. 
This Document contains general information and/or general advice only and does not constitute personal financial product advice. As such the content of the Document 
was prepared without taking into account the objectives, financial situation or needs of any specific recipient. Prior to making any investment decision, a recipient should 
obtain personal financial product advice from an independent adviser and consider any relevant offer documents (including any product disclosure statement) where the 
acquisition of financial products is being considered. UBS AG is authorised to provide financial product advice in relation to foreign exchange contracts in Australia, and 
as such UBS AG is responsible for all general advice on foreign exchange and currencies contained herein.   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.   Dubai:  The research distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further 
distribution within the United Arab Emirates.   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 (253825-x).   India:  Prepared by UBS Securities India Private Ltd. 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), 
Mumbai (India) 400051. Phone: +912261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, BSE 
(Capital Market Segment) INB010951437.  

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 2014. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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