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Global Macro Strategy 
Should we prepare for regular Yuan drama? 
 

This story is not going away 
There was no warm up this year – renewed volatility in the CNY ensured that the 
markets were in the thick of things from the word go. The new yuan regime has likely 
entrenched a slightly higher risk premium in both EM and DM assets. We should expect 
future episodes of yuan weakness too - continually increasing leverage is compromising 
the efficacy of monetary and fiscal efforts in China, so a weaker exchange rate must 
form a key part of the policy tool kit over time. However, from a near-term perspective, 
both the carry and implied volatility have risen strongly, and present a poor risk/reward 
in chasing the CNY weaker. A spell of a more subdued CNY should ensue, helping risk 
assets stabilise. 

Tactically, think catch-up rather than chase. Buy CNY vs. INR via 3m NDF 
Instead, investors should expect catch-up weakness in other EM currencies. Waning 
external competitiveness, contained inflation and lacklustre growth are conditions 
afflicting several other EM currency markets, arguably to an even higher degree than 
China. We recommend a tactical long on CNY vs the INR through 3m NDFs. The 
positive carry on this trade is 2.9% annualised. 

Don't expect the same relief in global assets as CNY volatility declines this time 
First and foremost, the bar for 'rates relief' in the US is higher now. The Fed is now 'on 
the road', and recent commentary suggests its mind may not yet be in sync with the 
market as the latter has already pared back the degree of expected hikes. Second, the 
promise of easier policy from ECB, which was arguably a big factor in driving risk assets 
higher in early Q4 post yuan volatility in August, is unlikely to be repeated. Also, with 
commodity prices having slipped further, financial conditions have tightened and 
further downward revisions to earnings remain key risks. 

These may be attractive levels to sell the JPY 
From a tactical perspective, we think USD/JPY upside is attractive at current levels, and 
in combination with selling EUR/USD downside is one of our top recommended trades 
for 2016. We recently showed that in order for Japanese policy to be consistent with a 
gradual increase in inflation expectations toward 2%, a much weaker JPY is required. 
At the same time, our Japanese economist thinks that if USD/JPY were to fall below 
¥118 (the level companies are forecasting for H2 FY15) and global market concerns 
persist, further easing by the BoJ will become increasingly likely. 
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Should we prepare for a regular dose of Yuan 
drama? 
2016 is just over 10 days old, but it has already given investors a lot to think about 
(Figure 1). The dominant forces in global markets remain China's weakening 
economy, having cast a spell on commodities and spreads, and the tension 
between Fed guidance and market pricing of US monetary policy. What's new is 
the deepening negative momentum in US earnings, and early signs that wider 
spreads in energy are infecting lower rated borrowers in other sectors.  These 
challenges are not likely to go away, and may intensify.   

Figure 1: 2015 and YTD 2016 moves across asset classes 

 
Source:  Bloomberg, Datastream, UBS 

Also contributing to a more interesting 2016 than many would have bargained for 
is continued currency weakness in China, and uncertainty over how this process 
will be managed in the future. In this note we detail how we are thinking about 
the yuan, its relative position in EM, and its influence on global assets. 

How we are thinking about the Yuan 

The new yuan trading regime has been in place only since Aug 11, 2015. The 
market is learning about the new set-up more by trial and error than clear policy 
guidance.  Below is a summary of what we have been able to infer from the 
limited data points since the regime's introduction. 

First, while there have been moves towards the freeing up of exchange rate 
trading and letting market forces play a greater role, consistent with the yuan's 
recent inclusion in the IMF's SDR basket, this is still a closely managed currency. 
Policy intent, not market demand or supply for USDs, remains the dominant driver 
of direction. In order to show that CNY fixings are not arbitrary, they are indeed 
being set closer to previous day's close, but, of course, the previous day's close 
always receives a healthy dose of official support (Figure 3).  
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Figure 2: CNY weakness has been contemporaneous with 
tightening in US financial conditions 

 Figure 3: China has moderated the pace of CNY 
depreciation with significant intervention 

 

 

 
Source:  Bloomberg, UBS estimate. Index, 31 Dec 2014 = 100.  Source:  Bloomberg, UBS. Data presented here in 4-quarter rolling terms 

Second, we don’t expect policy makers to lose control of the CNY. Yes, it's not 
helpful to lose 15% of a large reserves war-chest within 6 months, but let's keep 
in mind that at the margin the increase in outflows has been driven by a reduction 
in liabilities, i.e. the paying down of external debt and an unwinding of the carry 
trade. One should not expect these capital outflows to persist at the same pace 
into the indefinite future. China's outstanding external debt is roughly USD 1.5 
trillion (compared to GDP of USD 10.5 trillion and reserves of USD 3.3 trillion) of 
which just under 50% is actually denominated in local currency. This, of course, 
makes it easier to pay off debt, especially when local liquidity conditions remain 
easy, as they currently are (Figure 5). Massive outflows due to foreign asset 
accumulation or capital flight are unlikely, with capital controls limiting outflows 
likely to be executed with greater force. And, oh, did we mention that there is a 
near USD 450-500 billion annual surplus in China's basic balance? No run on the 
currency here. 

Figure 4: China and EM ex China's share of developed 
world imports 

 Figure 5: Reserves depletion has not caused a tightening 
in domestic liquidity 

 

 

 
Source:  Haver, UBS  Source:  Haver, UBS 

That's the good news. But just because policy makers are still in charge, it doesn’t 
mean that the currency won't depreciate.  
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Why did Chinese currency policy change when it did? 

Chinese policy makers have spoken about moving away from a USD anchor for the 
yuan for some time now1, but the move towards referencing the currency to a 
broader trade-weighted basket received serious recognition at the time of the 
change in fixing mechanism on Aug 11, 2015. The market was more formally 
educated on Dec 11, 2015, when CFETS, a sub division of the PBoC, published the 
reference trade-weighted basket2.  

USDCNY itself bottomed out around Q1 2014, but the trade weighted index of 
the CNY did so only in August this year, as the change in fixing regime likely 
marked the end of nearly a decade of strong trade weighted gains in the CNY. 
What happened then in particular, and what can this tell us about the future?  

We think the shift in currency regime was driven by the twin recognition that a) 
domestic policy levers were not working as well as the authorities may have 
hoped, which made it that much more important to not suffer any loss of external 
competitiveness; and b) to pre-empt further aggressive effective appreciation of 
the CNY should the USD strengthen (see What Next for the RMB? Fair Value, 
Market Reform, and Impossible Trinity). The timing of the move also 
complemented China's efforts to pass the IMF's SDR pre-conditions in time for 
November nicely. It is interesting that late Q2/Q3 2015 export volume growth also 
began to slip clearly into negatively territory (Figure 6), as did the GDP deflator. The 
latter blunted the impact of rate cuts and credit expansion on aggregate demand, 
particularly unhelpful at a time when there was early evidence of labour market 
conditions weakening modestly, including in services (Figure 7).  

Figure 6: CNY NEER vs. export volumes  Figure 7: Labour market: manufacturing and services PMI  

 

 

 
Source:  Haver, UBS  Source:  Haver, UBS 

In response to these negative forces along came a change in the interpretation of 
the yuan from being 'basically stable' against the USD to 'basically stable' against 
the broader reference basket. This, of course, meant that the degree of freedom 
against the USD increased substantially3. However, the CNY has not been stable 

                                                        

1 In fact the talk about a trade weighted reference basket is at least as old as 2005. 
2 The publication of the index was described by policy makers as "helping bring about a shift 
in how the public and the market observe CNY exchange rate movements" 
3 3m implied USDCNY volatility averaged 1.7 for the year before Aug 11, 2015, and 5.7 
since then. At the time of writing it is at 8.51, closer to EURUSD or USDJPY volatility than its 
own history. 
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against the reference basket either - since August 2015 the CNY has lost close to 
5% against the CFETS reference basket.  

China's structural problems are getting worse 

And here's the thing – the factors that we believe have motivated the shift in 
currency regime are unlikely to change anytime soon. Weak international demand 
will likely keep a lid on export growth. Most importantly, lest we miss the woods 
for the trees, let's remind ourselves that China's key issue is that it is levering up 
almost at the same pace as it was 5 years back, when investors first started 
worrying about credit misallocation (Figure 8). The more levered the economy, the 
less effective countercyclical monetary will be. Clearly, then, all growth enhancing 
options need to be on the table. From a 2-3 year perspective, we do believe that 
the CNY can be considerably weaker than what forwards are implying. 

 

Figure 8: Credit to GDP in China   Figure 9: PPI-deflated lending rates and NEER 

 

 

 
Source:  CEIC, Haver, UBS  Source:  Haver, UBS 

But the price has moved too 

All this said, from a near-term perspective, the risk reward of chasing the CNY 
weaker isn't particularly attractive, in our view.  

Chinese authorities may have front loaded some of the desired CNY move in the 
shift to a new regime. The way they have managed the CNY historically would 
suggest that a spell of flat performance should surprise no one. Indeed this 
morning PBC appears to have intervened in the offshore market to support the 
CNH, propelling the overnight Yuan HIBOR (offshore yuan borrowing rates in 
Hong Kong) to new record highs, tightening CNH liquidity significantly. 

What really tilts the balance on the near-term call is that both in terms of the cost 
of carry, and implied volatility, the CNY is not an obvious sell by any means. At the 
time of writing 3m NDFs were implying annualized CNY weakness of 9%. This 
carry cost is less only than RUB, BRL, TRY and IDR (Figure 10). Based on USDCNY 
forwards, and assuming forward prices are realised also for the other 12 currencies 
CFETS refers to, the yuan is already being priced for 5-6% depreciation against the 
basket over the coming year. That a higher pace of depreciation is permitted is 
possible, of course, but the risk-reward to such a trade is not compelling. 
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Moving on from CNY, focusing on the laggards: Buy CNY against INR  

Instead, we think the market should turn its focus to currencies that have not yet 
reacted to the slowdown in the external sector, and to the dismantling of the CNY 
anchor. A prime example here is the INR. India's export performance is amongst 
the weakest in EM (Figure 11), and yet its nominal trade-weighted exchange rate 
has appreciated modestly (more, in real terms, of course) over the last 2 years. 
Through all the volatility in the CNY, INR spot, forwards and implied volatility4 have 
remained very stable.  We think it make sense to play for a spell of stability in the 
high carry CNY and simultaneously look for catch up weakness in stable EM 
currencies such as the INR5. The positive carry on a long CNY short INR position 
expressed through 3m NDFs is 2.9% annualised.  

At the time of writing the representative spot references for USDCNY and USDINR 
are 6.5725 and 66.87 while the 3m NDF rates are 6.7170 and 67.90 respectively. 
We recommend buying the CNY-INR cross with a 2% stop and target 5% gains. 

Figure 10: EM 6m annualized carry  Figure 11: EM export performance % y/y, 3mma 

 

 

 
Source:  Bloomberg, UBS  Source: Haver, UBS 

A big rally in global assets as the CNY stabilises near term? 

As the first bout of major yuan volatility subsided in September last year, global 
stock markets saw a big relief rally. Some apparent stability in Chinese equities, 
temporary rates relief in the US, ECB easing and expectations of stabilization in oil 
prices supported that rally. Based on our view of renewed near term calm in 
Chinese FX markets, we do see some stabilisation of risk assets ahead, but this 
time it is unlikely that we get the same degree of bounce as we saw in early Q4 
2015.  Why? 

First and foremost, the bar for "rates relief" in the US is higher (Figure 12). The Fed 
has already begun its tightening, and recent commentary suggests that its mind 
may not yet be in sync with the market as the latter has quickly pared back the 
degree of hikes.  Against slowing momentum in recent growth data and as a result 
of tighter financial conditions, the market has scaled back its tightening 
expectations for 2016. And this means that for the Fed to become more 
supportive for risky assets here, they would need to shift their communication 
much more significantly. Barring that, and against a backdrop of lower-than-

                                                        

4 USDINR 3m implied volatility is currently below USDSGD 3m implied volatility 
5 In playing tactically for a weaker INR we are temporarily playing against our structural long 
INR (against TRY) position. 
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expected headline inflation and inflation expectations, less-dovish-than-expected 
Fed speak would lead the US curve to flatten (with back end-rates declining – for a 
description of the trade-offs in the US curve see our 2016 Global Macro Strategy 
Outlook. 

Second, the promise of easier policy ECB, which was arguably a big factor in 
driving risk assets higher in October, is unlikely to be repeated. Domestic and 
industrial activity indicators in Europe remain firm and core inflation remains sticky 
at 0.9%. Despite the growth risks from China, we would need to see a substantial 
deceleration in the growth/inflation profile for another leg of ECB easing to set in 
according to our views. And strength in domestic credit dynamics may partly offset 
external shocks, as argued in our relevant work (see European Impulse). 

Third, commodity prices – both energy and metals- have slipped much further 
since Q4 2015. As argued, there are three main effects from declining oil prices:  

- Further pressures in related credit (and equity) sectors are weighing on risk 
sentiment disproportionately given the ongoing tightening in US non-bank credit 
conditions. What started out as a shock to oil spreads has spread out to non-oil 
related sectors in High Yield credit. And in turn, it is translating into tighter liquidity 
in relevant segments of the market.  

- While lower oil prices tend to boost consumption in G10 economies, there are 
also negative effects to US growth via lower capex in the energy sector. The 
asymmetric cost to the US is likely to continue weighing on US bonds and support 
the EUR against the USD.  

- Headline inflation in G10 will remain low for longer. The eagerly anticipated 
inflation base will be delayed and will be milder than markets expect. It is also likely 
to contribute to broad disinflationary dynamics. While this leaves more room for 
policy accommodation, it also amplifies the real rates impact of central bank 
communication that is less dovish than expected. 

Fourth, earnings momentum has clearly deteriorated over the last 3 months, 
especially so in the US, presenting a much higher hurdle for a US equity rally. 

 

Figure 12: Dec 16 and Dec 17 Eurodollar futures  Figure 13: 3m and 1m change in 12m fwd earnings : EM 
and DM 

 

 

 
Source:  Bloomberg, UBS  Source:  IBES, Datastream, UBS 
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So how should we think of the confluence of macro shocks vs our strategy views 
and recommendations for 2016? 2016 was always likely to be a tricky year for risk-
assets. Net-net, the portfolio of our top trades for the year has avoided an outright 
long directional bias (small overall correlation of the portfolio to risk) and this 
remains appropriate. Most of the directional elements of our portfolio of 
recommendations are linked to European equities, a view which is has come under 
pressure but which we still see macro support for in the months ahead.  Instead, 
the long duration aspects of our recommendations are likely to benefit in this 
environment (receiving Australia rates and US Treasuries (vs Bunds)). We would 
recommend investors hedge HY credit risks by being short US small caps (vs large 
caps). We remain short commodity currencies (AUD, MXN, ZAR across various 
implementations). We remain short EM in FX (SGD, TWD, TRY and ZAR) and in 
equities (EM financials vs DM financials). Finally, the asymmetries of the macro 
shocks vs market pricing imply the EUR has bottomed. 

From a tactical perspective, we think USD/JPY upside is attractive at current levels, 
and in combination with selling EUR/USD downside is one of our top 
recommended trades for 2016. We recently showed that in order for Japanese 
policy to be consistent with a gradual increase in inflation expectations toward 
2%, a much weaker JPY is required. At the same time, our Japanese economist 
thinks that if USD/JPY were to fall below ¥118 (the level companies are forecasting 
for H2 FY15) and global market concerns persist, further easing by the BoJ will 
become increasingly likely. This combination of limited further downside and 
potential significant upside gives long USD/JPY positions favorable risk-reward 
from current levels, and is a good tactical expression of the stabilization in 
USD/CNY that we expect. 

 

https://neo.ubs.com/shared/d1duixABm2SS
https://neo.ubs.com/shared/d1duixABm2SS
https://neo.ubs.com/shared/d1bw9aGWK5K
https://neo.ubs.com/shared/d1gOOtX2ewj
https://neo.ubs.com/shared/d1LcMTi4uKiQBd
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Figure 14: Structural Trade Monitor 2016 

 

 

 

 

P&L 
Units

Date of 
entry Entry level Date of 

closing
Current 

level P&L

Long DM Financials vs EM Financials 5.5%
Long DM Financials % 17-Nov-15 159.63 146.55 -8.2%
Short EM Financials % 17-Nov-15 441.53 381.11 13.7%

Long USD vs Asian currency basket of TWD, PHP, SGD and THB 1.3%
Long USDTHB % 17-Nov-15 36.00 36.33 1.3%
Long USDPHP % 17-Nov-15 47.19 47.39 0.8%
Long USDTWD % 17-Nov-15 32.84 33.46 1.8%
Long USDSGD % 17-Nov-15 1.4241 1.4394 1.2%

Overweight Taiwan Equities vs Malaysia (FX-hedged) -6.8%
Long Taiwan Equities % 17-Nov-15 8,419 7,768 -7.7%

Short Malaysia Equities % 17-Nov-15 1,662 1,646 1.0%

Long 5yr CNY onshore government bond, Short Australian Dollar vs Chinese Renminbi -0.1%
Long 5Yr CNY onshore government bond % 17-Nov-15 3.100 2.680 1.9%

Shot AUDCNY % 17-Nov-15 4.535 4.595 -2.0%

Long India fixed income vs Turkey (FX-unhedged) 11.6%
Long Jul-24 IGB's % 17-Nov-15 7.67 7.75 0.5%

Short Jul-24 TurkGB's % 17-Nov-15 9.72 11.01 6.2%
Long INRTRY % 17-Nov-15 0.0435 0.0455 4.6%

Short USD/CLP, long USD/ZAR 15.8%
Short USD/CLP % 17-Nov-15 711.37 731.46 -3.4%
Long USD/ZAR % 17-Nov-15 14.27 16.86 19.2%

Buy 3y NTNF's vs equities in Brazil
Receive Jan'19s bps 17-Nov-15 15.76 16.43 -58

Short Ibov equity index % 17-Nov-15 47,248 39,950 15.4%

Receive MXN 1y1y rates. Long USD/MXN 
Receive MXN 1y1y bps 17-Nov-15 4.8 4.7 8.7

Long USDMXN % 17-Nov-15 16.7 17.9 7.7%

Long US IG against EM low-beta credit -1.0
Long USD IG bps 17-Nov-15 83.39 95.97 -13.05

Short EM low-beta credit bps 17-Nov-15 117.28 130.06 12.01

Sell Brazil 2y CDS protection 56.4
Short Brazil 2y CDS bps 17-Nov-15 317.48 299.25 56.40

Source: UBS, Bloomberg, Datastream 12-Jan-16Market Pricing as of 1030 GMT on 
 Past performance is not an indication of future results

Since 17-Nov-15, the EMBI-GD benchmark (hard currency debt) has returned -1.6%. The local currency debt GBI-EM benchmark has 
returned -5.1% (In USD terms)
Final PnL (in bp) includes carry/roll
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Figure 15: Tactical Trade Monitor 2016 

 

 

 

 

 

 

 

 

  

P&L 
Units

Date of 
entry Entry level Date of 

closing
Current 

level P&L

Long CNY Short INR position expressed through 3m NDFs 
Long USDCNY % 12-Jan-16 6.56
Short USDINR % 12-Jan-16 66.75

Long Indian Rupee vs South African Rand 28.0%
Short ZARINR % 1-Dec-14 5.59 12-Dec-16 3.99 28.0%

Receive Israel 5y5y against USD -21
Rec ILS 5y5y bp 26-Oct-15 3.06 3.03 3

Pay USD 5y5y bp 26-Oct-15 2.69 2.45 -24

Source: UBS, Bloomberg, Datastream 12-Jan-16
 Past performance is not an indication of future results
Year to date, the EMBI-GD benchmark (hard currency debt) has returned -0.5%. The local currency debt GBI-EM benchmark has returned -

   Final PnL (in bp) includes carry/roll

Market Pricing as of 1500 GMT on 
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Valuation Method and Risk Statement 

Risks of multi-asset investing include but are not limited to market risk, credit risk, 
interest rate risk, and foreign exchange risk. Correlations of returns among 
different asset classes may deviate from historical patterns. Geopolitical events and 
policy shocks pose risks that can reduce asset returns. Valuations may be adversely 
affected during times of high market volatility, thin liquidity, and economic 
dislocation. 
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Global Disclaimer 
This document has been prepared by UBS Limited, 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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Number: INM000010809 and Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings 
or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-
investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have 
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