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Entergy Corp. 
Growth on the Gulf Continues 
 

Industrial sales growth leading an expected pickup through 2016 
With industrial electric sales up 5.3% for the quarter and expected to grow at a 6% 
CAGR through 2016, management expects a booming Gulf Coast energy economy to 
drive total retail sales growth of 3.5%-3.75% over the next 3 years, with the pickup 
gaining steam in the 2015-16 timeframe.  ETR expects 1,700 MW of load growth 
through 2016, with 300 MW contracted and signed as of today.  We attribute its 
decision to collapse the two LA utilities in an effort to limit over-earning in its annual 
rate review process under the RFP at ETR-Gulf States as it sees sales accelerate. Given 
the conventional M&A merger filing before the LA PSC we don’t see this process as 
necessarily benign, with synergies from the combination fully extracted. 

Expect a full update at EEI next week on '15, but just now explicit guidance 
Mgmt expects to provide 2015 guidance factors with an updated commodity deck at 
EEI, although the company also says that both their current expectations and consensus 
already appear generally aligned with prices as of Sept 30.  Details on pension increase 
(+$70 Mn YoY or ~$0.25) due to latest interest rate moves and accounting studies is a 
further headwind. Management will provide 2017 EWC EBITDA, which we currently 
estimate at ~$550-600M. We also expect a positive revision to its capex budget from 
2015-2017, potentially as a ramp-up in (MISO) transmission is reflected; long-term 
integration spend into MISO-classic remains a key lever of further spend/focus. 

We think New York power market is peaking, but New England still going 
We emphasize risk to the downside in New York as new policies to kick-start all forms 
of renewables, storage, and DG, coupled with new generation in the LHV zone should 
pressure prices from here. As for ISO-NE, we think capacity prices trend higher in '15. 

Valuation: Reducing ests but raise PT $5 to $82; don’t see upside into EEI 
We've reduced our estimates a bit for a lower commodity curve as well as revised 
estimates for income taxes and O&M. A -$0.23 charge in Mississippi for the ratecase 
settlement is excluded from our estimate.  We value ETR via sum-of-the-parts on 
average 2016 P/E and EV/EBITA multiples. 
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Highlights (US$m) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Revenues 11,229 10,302 11,391 12,200 11,981 12,339 12,495 12,802 
EBIT (UBS) 2,180 1,740 1,913 2,317 2,045 2,247 2,248 2,305 
Net earnings (UBS) 1,359 1,108 957 1,075 902 1,037 1,026 1,052 
EPS (UBS, diluted) (US$) 7.62 6.23 5.36 6.02 5.05 5.81 5.75 5.89 
DPS (US$) 3.32 3.32 3.32 3.32 3.32 3.32 3.32 3.32 
Net (debt) / cash (20,204) (21,050) (21,740) (21,301) (21,573) (21,798) (21,985) (22,093) 

 

Profitability/valuation 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
EBIT margin % 19.4 16.9 16.8 19.0 17.1 18.2 18.0 18.0 
ROIC (EBIT) % 12.0 9.5 9.9 11.5 10.0 10.6 10.3 10.3 
EV/EBITDA (core) x 5.6 5.7 5.2 5.3 5.7 5.4 5.3 5.2 
P/E (UBS, diluted) x 9.0 10.8 12.2 13.7 16.3 14.2 14.4 14.0 
Equity FCF (UBS) yield % 4.9 0.6 5.3 11.0 5.4 3.1 2.9 3.4 
Net dividend yield % 4.9 4.9 5.1 4.0 4.0 4.0 4.0 4.0 
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$82.47 on 04 Nov 2014 19:39 EST 
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Investment Thesis  12-month rating Neutral 

Entergy Corp.  12m price target US$82.00 

Investment case 

We see Entergy’s merchant nuclear fleet as fundamentally 
challenged and driving downside to shares, given the $3bn in 
parent-recourse debt used to finance the merchant segment. 
With the fleet free cash flow negative due to rising costs, smaller 
units, and tough regulatory environment, we believe the market 
is underestimating the eventual downside from this unit. 
Although closing the ITC transaction would be a positive, that is 
now highly unlikely and the fundamental negative value of the 
majority of its merchant nuclear portfolio would remain. Our 
Price Target is based on an SOP method. 

Upside scenario 

The upside scenario is based upon ETR earnings its authorized 
ROEs in all regulated jurisdictions and improving the 
ROE/construct in Arkansas. Additionally, if the company can 
prevent Indian Point from closing, despite the apparent attempts 
from NY Governor Cuomo to shut the plant, we could see shares 
trading at $86 or into the $90s if certainty on Indian Point is 
achieved (~2/3rds) of wholesale valuation. 

Downside scenario 

Our downside case is predicated on deteriorating ROEs at its 
regulated jurisdictions along with the closure of Indian Point. 
Should the negative value of the merchant nuclear fleet be 
realized by the market in the near-term, we could see downside 
to $68 

Upcoming catalysts 

Nov 9-13             EEI Conference 
 

 
Business description 

Entergy, based in New Orleans, is an integrated energy 
provider and the second largest nuclear power generator in the 
United States. Through its wholly owned electric utilities, it 
provides electricity to 2.7 million customers in Arkansas, 
Louisiana, Mississippi, and Texas. Entergy owns over 5,000 MW 
of unregulated nuclear generation through Entergy Nuclear 
and roughly 1,600 MW of unregulated generation capacity in 
the United States at its non-nuclear wholesale assets business. 

Industry outlook 

The electric utility industry is projected to experience weak or 
negative electric demand growth in coming years as a tepid 
economy and energy efficiency dampen demand. In the 
unregulated merchant power space, we see limited potential 
for a meaningful recovery from currently low power prices due 
to limited projected demand growth, growth of subsidized 
renewables and potential for only modest further retirements. 
At regulated utilities, we believe rising interest rates and robust 
valuations are a challenge to the sector, particularly as earnings 
growth stalls once EPA-mandated growth capex slow mid-
decade. We expect cost-cutting and strategic planning to be a 
key theme across both regulated and competitive companies, 
with M&A at modest (at best) premiums designed to extract 
cost synergies. We believe utilities with high parent leverage 
will disproportionately suffer, as they are unable to recoup 
from rising interest rates. 

EBITDA by Segment (2015E%) 
 

 
Source: Company Filings and UBS Estimates 
 

EPS by Segment (2015E% 
 

 
Source: Company Filings and UBS Estimates 
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3Q a tad weaker than we had thought on higher income tax comps vs 
last year 

ETR reported 3Q14 adjusted EPS of $1.68 following a pre-release of $1.67, below 
initial expectations of UBSe of $2.09/Consensus of $2.15. Results were $1.90 
excluding a -$0.23 charge from ETR-MS associated with new nuclear generation 
development costs, potentially further blow-back from cost inflation seen on 
customers in MS from SO's over-budget Kemper project. The remaining weakness 
vs expectation was primarily due to lower-than-expected margins at Entergy 
Wholesale Commodities (EWC) and higher income taxes vs the 3Q13 reversal of a 
state tax val allowance. Results also exclude a special item for VY decom following 
full post decom studies report; an increase was not unexpected as a more 
formalized estimate was developed for the site. 

Strong Gulf Coast load growth 

Notably, 3Q industrial load growth was up 5.3% yoy, with ETR MS and ETR LA 
together expecting an additional 1,600 MW of industrial load by 2019.  In our 
opinion, this is a validation of management's projection for strong economic 
growth along the Gulf Coast that is expected to drive ratebase and earnings 
growth going forward. 

The Power Line: 

We reiterate our Neutral rating, reflecting our view on stronger forward energy 
prices given real infrastructure constraints in New England and New York that 
are difficult to resolve and may persist for some time. This in turn drives ~4-5% 
ratebase and likely comparable net income growth (with management’s formal 
a 5-7% long-term growth rate seemingly predicated on corresponding 
underlying ROE improvement in AR). This “aspirational” growth rate implies that 
ratebase growth will accelerate beyond 2016E, as sales growth translates into 
new generation and transmission along the Gulf Coast. The added benefit of 
the sales growth is a reduction in rate case risk (limiting risk before the PUCT) – 
and significant improvement in earned ROEs, particularly at its Texas jurisdiction. 

We think the overall EWC portfolio still deserves a discount multiple given its 
limited life and high capex requirements but now see slight positive valuation 
given a recent improvement for power than the latest decline in forward prices 
would suggest (driven mostly by the front months with a mild summer and 
more-than-adequate gas storage refill). We remain cautious on the company's 
underlying exposure to rising interest rates given its parent leverage- and see 
risk to its entire nuclear strategy should Indian Point be eventually retired (we 
imagine the balance would likely be sold down at bargain prices).  

We suspect incremental datapoints this fall around a reinvigorated New York 
energy policy scheme – including more (small-scale) generation, transmission, 
and even efforts to continue to de-constrain LHV via new generation as all 
troubling. In the most extreme case, a partial opening of fracking in the state 
could reduce gas prices significantly. Bottom line, we see the New York market 
as firmly 'topping out'. The EWC business appears to be largely a liability to us 
given the bulk of its exposure is tied to New York – rather than New England in 
2015+ without Vermont Yankee. 
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Guiding to the lower end of the '14 EPS range on MS settlement 

While management maintained its 2014 guidance of $5.55-$6.75, it guided 
towards the lower end on the back of a -$0.23 charge in MS (emphasizing it 
would have been towards mid-point without the impact). Meanwhile EWC 
guidance was largely unchanged, with 2014 down ~$10M, 2015 up +$25M, and 
2016 flat QoQ. While management does not intend to provide formal 2015 EPS 
guidance at EEI, it will provide 2017 EWC EBITDA, which we currently estimate at 
~$550M. We also expect a positive revision to its capex budget from 2015-2017, 
potentially as a ramp-up in transmission is reflected. 

VY costs to continue after yearend shutdown – continued drag 

Following shutdown, management expects about $20-$25M (~$0.08) ongoing 
annual expense for at least the next couple years, eventually trailing off to ~$12M.   

Links to our relevant recent research are below: 
10/6/14 Dropping the Danskammer on New York 
9/24/14 Lone Star State Continues to Shine 
9/10/14 Squaring the Texas Load Growth Enigma 
8/27/14 Articulating a Regulated Recovery Strategy 
8/4/14 Power Crossroad: Still Not Quite the Time 
 
Updated Entergy Estimates  

We include our latest estimates below, revised down a bit due to the latest shift in 
New York and New England commodity prices, as well as revised estimates for 
income taxes and O&M. The -$0.23 charge in Mississippi is excluded from our 
estimate.  We emphasize that while they are off a bit of late, the overall trend puts 
Entergy back into achieving its contemplated 2-4% EPS growth rate delineated at 
its Analyst Day earlier this year. We believe estimates will continue to swing with 
the commodity volatility such that this guidance is relatively less helpful than pure-
play regulated peers.  

Figure 1: Entergy EPS estimates 

 
Source:  Company reports and UBS estimates 

Valuation: Raise PT $5 to $82 on higher peer utility 2016E 
multiple 

Our utilities sum-of-the-parts valuation is below where we continue to apply a 
discount to nuclear business (4x EV / EBITDA) relative to peers. 

EPS by Segment 2012A 2013A 2014E 2015E 2016E 2017E 2018E
Regulated Utility 5.50         4.80         5.11        5.54      5.89     6.32      6.57      
EWC/Nuclear 1.49         1.47         2.09        0.81      1.17     0.70      0.62      
Other (0.76)        (0.91)        (1.18)       (1.30)     (1.26)    (1.27)     (1.30)     

Consolidiated 6.23         5.36         6.02        5.05      5.81     5.75      5.89      
Prev ious 6.23         5.36         6.04        5.15      5.82     5.87      
Guidance Range lower end of 5.55-6.75
EPS CAGR (2013A-2016) Guidance 2-4% UBSe 2.70%
Consensus 6.06        5.38      5.68     5.85      

https://neo.ubs.com/shared/d1WUGZa5IM
https://neo.ubs.com/shared/d13nJIXLSp
https://neo.ubs.com/shared/d1uAUFYICEmZvmu
https://neo.ubs.com/shared/d16VFA9NSBBE
https://neo.ubs.com/shared/d1Y1fXU4bH
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Figure 2: SOP Valuation 

 
Source:  Company reports and UBS estimates 

Mississippi ratecase settlement 

Last month, ETR reached a settlement of its MS ratecase that management 
characterized as allowing a competitive ROE (10.07%) but would also require the 
company to write down costs associated with the development of a new nuclear 
option at Grand Gulf (potentially a read through from MS' issues with SO and its 
own new coal plant, substantially over-budget). A formal decision accepting the 
settlement is expected in December (with rates in January).  With the state's 
Formula Rate Plan (FRP) mechanism limiting future ratecase exposure, we note that 
this filing had been predicated almost entirely by the need to change tariffs to 
reflect joining MISO.  

Till when will Vermont Yankee run? Up until the end. 

Entergy plans to run Vermont Yankee up until near the end of its deal with the 
state on its operating license on December 31st, 2014 given the potential 
profitability of the unit through the late part of the year. We emphasize a need to 
balance the plant's fuel capabilities against its dispatch. Management still does not 
expect to add funds into the nuclear decommissioning trust to meet NRC financial 
assurance requirements, with ETR estimating that the fund will have enough 
money to begin major activity in the next 25-35 years.   

Following shutdown, management expects about $20-$25M of ongoing annual 
expense for the next couple of years, eventually trailing off down to ~$12M.  
Additional detail will be provided at EEI. 

All figures in US $ million except per share data 2016E  NI/EBITDA

2016 EPS Low Base High Low Base  High 
2016 Peers 16.0x

Regulated Utility (Consolidated)                                      5.89 15.0x 16.0x 17.0x            88.33            94.22          100.11 
Parent Preferred Income                                     (0.71) 15.0x 16.0x 17.0x           (10.67)           (11.38)           (12.09)
Other Parent Exp (non-Pfd)                                     (0.16) 15.0x 16.0x 17.0x             (2.46)             (2.63)             (2.79)

Utility Value: T&D Segments                                      5.01 15.0x 16.0x 17.0x            75.20            80.22            85.23 

Total Utility Equity value per share $75.20 $80.22 $85.23

EWC Value is a Proxy for NPV of Hedges / Indian Point
2016 Adj. EBITDA Low Base High Low Base High

Nuclear and Wholesale Gen                                       694 3.0x 4.0x 5.0x $2,083 $2,777 $3,471
Hedges                                          (6) 3.0x 4.0x 5.0x                (18)                (25)                (31)

Total / Implied                                       688 3.0x 4.0x 5.0x $2,064 $2,752 $3,441

Parent + EWC Debt           (3,041)
Less: Parent + EWC Cash               152 
FCF through end '15               473 

Net Debt (Parent+EWC)           (2,415)
Add/(Subtract): Hedge Value NPV                (36)

               (72)

Merchant Generation Equity Value/(Drag)              (386)               230               990 
Current Number of Shares outstanding               179               179               179 
Merchant Generation Equity value per share  ($2.16) $1.29 $5.54

Total Equity Value per Share $73.04 $81.51 $90.78

P/E Multiple Equity Value
EV/EBITDA  and P/E Multiple

EV/EBITDA Multiple Enterprise Value

Subtract: NYPA Value Sharing payment (expires 2014)
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New England Forward Capacity Market (FCM) benefits 

Pilgrim and RISEC both benefit from improved capacity pricing resulting from the 
newly defined constrained zone that includes SE Mass and RI.  Notably, VY would 
not benefit from the new zone.  With Rest-of-Pool prices capped at CONE in the 
case of insufficient competition, we believe that will indeed be the case for SEMA 
zone and that auction pricing will ultimately gravitate toward CONE of ~$11/kW-
mo, a significant benefit for generators there in this zone.  We agree with ETR's 
assessment that Northeast markets will continue to be constrained with no obvious 
transmission or pipeline solutions for the foreseeable future, especially during 
winter. 

Indian Point Coastal Zone review wrapping up  

New York is currently reviewing Indian Point’s compliance with the Coastal Zone 
Management Act (CZMA) and is expected to render a decision by yearend.  The 
company believes it has at least two possible legal/administrative pathways to 
establish that the CZMA is not required by the NRC to issue a license renewal.  
Additionally, the NRC is expected to submit its last environmental impact study 
(EIS) by late 2015.  A license renewal decision is still not expected prior to 2018. 

Is LHV under some pressure? Both near and long term. 

We emphasize prices have generally peaked both in New York – as Danskammer is 
poised to push down pricing this winter/next year. Meanwhile, we see further 
structural risk to prices in the long-term from a further transmission build-out, 
potentially putting at risk the constraints involved with the LHV Zone; we look for 
more details on this front from ConEd/the NY PSC in 2015, following the latest 
gubernatorial election. 

We emphasize New York prices may not be under as much pressure given the 
latest proposed PJM reforms, driving units to withdraw from exporting to New 
York in favor of maintaining it in NJ and PA. This could specifically improve the 
pricing in New York City (Zone J). 

ETR's assumption for LHV is $6/kW-mo next year. 

Please read our latest note, Dropping the Danskammer on New York. 

Update at EEI Likely for Capex, Commodity Prices, 2015 

Updates on utility capital expenditure were largely reflected in the recent Analyst 
Day, delaying the White Bluffs scrubber beyond the forecast along with a few 
other tweaks. The cumulative number for the 5-year period is $10-11 Bn released 
at its Analyst Day. 

Management also expects to provide 2015 guidance factors with an updated 
commodity deck at EEI, although the company also says that both their current 
expectations and consensus already appear generally aligned with prices as of Sept 
30. 

Transmission: was up slightly at the Analyst Day, but still the focus 

We think this will remain the focus of the future utility growth, with the Analyst 
revision for $1.8Bn through the 3-year period, vs. $1.7 Bn previously. Entergy is 
working on its first iteration of the process for both MISO and the FERC 1000 
initiative, however, much of this contemplated incremental spend would be 
beyond the 3-year outlook. There remains modest potential for upside on spend. 

https://neo.ubs.com/shared/d1QopSbpGLUc68V
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Sales growth is a closely watched driver. Specific guidance on 2015 is worth 
watching, considering its 3-year 3.5%-3.75% CAGR for weather normalized sales 
growth.  Industrial sales are expected to grow at 6%. The company expects 
growth of 1,700 MW of load though 2016 and has signed contracts for 300 MW 
to date. 

Other Regulated Activities: 

Big regulatory change in Arkansas worth watching 

We emphasize ahead of a renewed push by Entergy to engage regulators in this 
jurisdiction, we emphasize that the new Governor elect, Asa Hutchinson (R) will 
have sizable influence on Arkansas commission. She will have the ability to appoint 
three new positions, given an already elapsed position as well as Reeves, whose 
term is up in January, and Honorable, who was recently nominated to the serve on 
FERC. 

Without a rate case in Arkansas, talks to start 

Given the substantial changes at the Commission, we see the next several months 
as key to improving the tone of the relationship with regulators. The state remains 
of the utmost importance in driving an improved earnings trajectory – addressing 
rate lag, as well as potentially seeking trackers. 

Entergy Texas files for a rider 

ETR TX filed for a $7M rate rider for incremental distribution investment; the first 
TX utility to do so under the 2011 law. A decision is expected in early 2015. 

Louisiana combination study filed, Kickstarting merger process 

Entergy recently filed to move forward with the merger of its Gulf States and ETR-
Louisiana subsidiaries in the state, given anticipated the cost savings. The two 
utilities now have the same capitalization structure and authorized ROE; a 
challenge will likely be working on uniform rate design (i.e. one residential rate for 
all customers) Although most customers should save, some customers could see 
higher bills due to the combination. Entergy will need to address bill shock and 
would likely have phased-in rates for those impacted customers. 

What does the PSC look for in a merger? Benefits to be passed through 

Despite being a merger of two Entergy subsidiaries, management's proposal to 
consolidate operations will still undergo a full merger proceeding. For Entergy the 
focus as mentioned above would be primarily on rate design and ensuring that 
there are overall benefits.  

Rate design could heighten tensions 

We see a variety of rate design issues as potentially straining its regulatory 
dynamic. While unlikely to prove too much of a hurdle, we emphasize forthcoming 
merger filing of Entergy Louisiana-Entergy Gulf States Louisiana (ELL-EGSL) at the 
end of September, and ongoing rate case in Mississippi to implement MISO rates 
as examples. Lastly, we emphasize the ongoing system agreement exit (potentially 
expedited to a 5-year transition vs. 8-years under current rules), as driving rate 
evolution across all its territories; only Louisiana would remain today (AR, MS, and 
TX have all filed notice to exit). We suspect its utilities in the state (New Orleans, 
ETR-Louisiana, and ETR-Gulf States) could yet negotiate a consensual exit (as part 

Complete turnover on 3 member 
commission 

Opportunity to engage new 
Commissioners. 

Simply a cost saving exercise – no 
EPS benefit. 

PSC will look for impact on 
customer bills, reliability, local 
jobs, and the financial health of 
the company offering to buy 
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of the upcoming ETR-LA and ETR-GS mergers?); the remaining question would be 
how this impacts rates in New Orleans (City Council jurisdiction continues to limit 
folding of this tiny utility into the remainder of the company). We emphasize the 
Formula Rate Plan (FRP) filings are likely to remain in place across the jurisdictions – 
and don’t see meaningful need for rate relief for the time being irrespective. 
Rather, for rate tariffs negatively impacted, we look for transition periods to 
assuage concerns. 
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Entergy Corp. (ETR.N) 

Income statement (US$m) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E 
Revenues 11,229 10,302 11,391 12,200 7.1 11,981 -1.8 12,339 12,495 12,802 
Gross profit 7,171 7,009 7,391 8,124 9.9 7,928 -2.4 8,285 8,431 8,652 
EBITDA (UBS) 3,455 3,053 3,400 3,909 15.0 3,661 -6.3 3,898 3,950 4,047 
Depreciation & amortisation (1,275) (1,313) (1,487) (1,591) 7.0 (1,616) 1.5 (1,650) (1,702) (1,742) 
EBIT (UBS) 2,180 1,740 1,913 2,317 21.1 2,045 -11.7 2,247 2,248 2,305 
Associates & investment income 0 0 0 0 - 0 - 0 0 0 
Other non-operating income 0 0 0 0 - 0 - 0 0 0 
Net interest (514) (569) (604) (611) -1.1 (630) -3.2 (624) (641) (658) 
Exceptionals (incl goodwill) 0 0 0 0 - 0 - 0 0 0 
Profit before tax 1,666 1,171 1,309 1,707 30.4 1,416 -17.1 1,624 1,607 1,647 
Tax (287) (41) (333) (614) -84.1 (495) 19.3 (568) (563) (576) 
Profit after tax 1,379 1,130 976 1,093 12.0 920 -15.8 1,055 1,045 1,071 
Preference dividends (21) (22) (19) (19) - (19) - (19) (19) (19) 
Minorities 0 0 0 0 - 0 - 0 0 0 
Extraordinary items 0 0 0 0 - 0 - 0 0 0 
Net earnings (local GAAP) 1,359 1,108 957 1,075 12.3 902 -16.1 1,037 1,026 1,052 
Net earnings (UBS) 1,359 1,108 957 1,075 12.3 902 -16.1 1,037 1,026 1,052 
Tax rate (%) 17.2 3.5 25.5 36.0 41.2 35.0 -2.7 35.0 35.0 35.0 

 

Per share (US$) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E 
EPS (UBS, diluted) 7.62 6.23 5.36 6.02 12.3 5.05 -16.1 5.81 5.75 5.89 
EPS (local GAAP, diluted) 7.62 6.23 5.36 6.02 12.3 5.05 -16.1 5.81 5.75 5.89 
EPS (UBS, basic) 7.62 6.23 5.36 6.02 12.3 5.05 -16.1 5.81 5.75 5.89 
Net DPS (US$) 3.32 3.32 3.32 3.32 0.0 3.32 0.0 3.32 3.32 3.32 
Cash EPS (UBS, diluted)1 14.76 13.62 13.69 14.93 9.1 14.10 -5.6 15.05 15.28 15.65 
Book value per share 50.23 51.96 53.99 56.64 4.9 58.37 3.1 60.85 63.28 65.85 
Average shares (diluted) 178.37 177.74 178.57 178.57 0.0 178.57 0.0 178.57 178.57 178.57 

 

Balance sheet (US$m) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E 
Cash and equivalents 694 533 739 657 -11.1 668 1.6 689 707 729 
Other current assets 2,916 3,133 3,191 2,836 -11.1 2,882 1.6 2,973 3,050 3,145 
Total current assets 3,610 3,666 3,930 3,493 -11.1 3,550 1.6 3,661 3,757 3,873 
Net tangible fixed assets 25,609 27,299 27,882 28,357 1.7 28,874 1.8 29,472 30,034 30,557 
Net intangible fixed assets 377 377 377 377 0.0 377 0.0 377 377 377 
Investments / other assets 11,093 11,844 11,218 11,218 0.0 11,218 0.0 11,218 11,218 11,218 
Total assets 40,689 43,185 43,406 43,445 0.1 44,019 1.3 44,728 45,387 46,025 
Trade payables & other ST liabilities 2,746 3,293 3,014 3,121 3.5 3,132 0.4 3,180 3,229 3,306 
Short term debt 2,193 796 1,047 743 -28.99 732 -1.48 742 755 763 
Total current liabilities 4,938 4,089 4,061 3,864 -4.8 3,864 0.0 3,923 3,983 4,069 
Long term debt 18,425 20,506 21,128 20,909 -1.0 21,204 1.4 21,439 21,632 21,754 
Other long term liabilities 8,084 9,113 8,281 8,252 -0.3 8,224 -0.3 8,195 8,166 8,138 
Preferred shares 281 281 305 305 0.00 305 0.00 305 305 305 
Total liabilities (incl pref shares) 31,728 33,988 33,774 33,331 -1.3 33,596 0.8 33,862 34,087 34,266 
Common s/h equity 8,961 9,197 9,632 10,114 5.0 10,423 3.1 10,867 11,300 11,759 
Minority interests 0 0 0 0 - 0 - 0 0 0 
Total liabilities & equity 40,689 43,185 43,406 43,445 0.1 44,019 1.3 44,728 45,387 46,025 

 

Cash flow (US$m) 12/11 12/12 12/13 12/14E % ch 12/15E % ch 12/16E 12/17E 12/18E 
Net income (before pref divs) 1,379 1,130 976 1,093 12.0 920 -15.8 1,055 1,045 1,071 
Depreciation & amortisation 1,275 1,313 1,487 1,591 7.0 1,616 1.5 1,650 1,702 1,742 
Net change in working capital 392 (212) (299) 462 - (35) - (42) (29) (17) 
Other operating (376) 512 745 580 -22.2 467 -19.4 76 0 0 
Operating cash flow 2,670 2,743 2,910 3,726 28.1 2,968 -20.3 2,740 2,717 2,796 
Tangible capital expenditure (2,040) (2,675) (2,288) (2,107) 7.9 (2,174) -3.2 (2,289) (2,289) (2,289) 
Intangible capital expenditure 0 0 0 0 - 0 - 0 0 0 
Net (acquisitions) / disposals (640) (456) 131 0 - 0 - 0 0 0 
Other investing (19) 147 191 0 - 0 - 0 0 0 
Investing cash flow (2,699) (2,984) (1,966) (2,107) -7.2 (2,174) -3.2 (2,289) (2,289) (2,289) 
Equity dividends paid (590) (589) (593) (593) 0.0 (593) 0.0 (593) (593) (593) 
Share issues / (buybacks) (219) 63 25 0 - 0 - 0 0 0 
Other financing (21) (29) (19) (29) -52.49 (29) 0.00 (29) (29) (29) 
Change in debt & pref shares 547 1,036 182 (1,101) - (184) 83.31 169 205 130 
Financing cash flow (282) 481 (405) (1,723) -325.3 (805) 53.3 (453) (416) (491) 
Cash flow inc/(dec) in cash (311) 241 538 (104) - (12) 88.9 (1) 12 16 
FX / non cash items (290) (403) (332) 22 - 22 3.3 22 6 6 
Balance sheet inc/(dec) in cash (600) (162) 207 (82) - 11 - 21 18 22 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts.1Cash EPS (UBS, diluted) is calculated using UBS net income adding back depreciation and 
amortization.  



 

 

Entergy Corp.   6 November 2014 

 

 10 

Entergy Corp. (ETR.N) 

Valuation (x) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
P/E (local GAAP, diluted) 9.0 10.8 12.2 13.7 16.3 14.2 14.4 14.0 
P/E (UBS, diluted) 9.0 10.8 12.2 13.7 16.3 14.2 14.4 14.0 
P/CEPS 4.6 5.0 4.8 5.5 5.8 5.5 5.4 5.3 
Equity FCF (UBS) yield % 4.9 0.6 5.3 11.0 5.4 3.1 2.9 3.4 
Net dividend yield (%) 4.9 4.9 5.1 4.0 4.0 4.0 4.0 4.0 
P/BV x 1.4 1.3 1.2 1.5 1.4 1.4 1.3 1.3 
EV/revenues (core) 1.7 1.7 1.6 1.7 1.7 1.7 1.7 1.6 
EV/EBITDA (core) 5.6 5.7 5.2 5.3 5.7 5.4 5.3 5.2 
EV/EBIT (core) 8.8 10.1 9.3 9.0 10.2 9.3 9.3 9.1 
EV/OpFCF (core) 12.5 NM 17.4 10.7 14.1 13.1 12.6 11.9 
EV/op. invested capital 1.1 1.0 0.9 1.0 1.0 1.0 1.0 0.9 

 

Enterprise value (US$m) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Market cap. 12,915 11,993 11,660 14,688 14,713 14,713 14,713 14,713 
Net debt (cash) 17,376 17,376 17,376 17,376 17,376 17,376 17,376 17,376 
Buy out of minorities 0 0 0 0 0 0 0 0 
Pension provisions/other 0 0 0 0 0 0 0 0 
Total enterprise value 30,291 29,369 29,036 32,064 32,088 32,088 32,088 32,088 
Non core assets (11,093) (11,844) (11,218) (11,218) (11,218) (11,218) (11,218) (11,218) 
Core enterprise value 19,198 17,525 17,818 20,846 20,870 20,870 20,870 20,870 

 

Growth (%) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Revenue -2.3 -8.3 10.6 7.1 -1.8 3.0 1.3 2.5 
EBITDA (UBS) -8.3 -11.6 11.4 15.0 -6.3 6.5 1.3 2.5 
EBIT (UBS) -12.8 -20.2 10.0 21.1 -11.7 9.9 0.0 2.5 
EPS (UBS, diluted) 7.4 -18.1 -14.0 12.3 -16.1 15.0 -1.0 2.5 
Net DPS 2.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

 

Margins & Profitability (%) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Gross profit margin 63.9 68.0 64.9 66.6 66.2 67.1 67.5 67.6 
EBITDA margin 30.8 29.6 29.9 32.0 30.6 31.6 31.6 31.6 
EBIT margin 19.4 16.9 16.8 19.0 17.1 18.2 18.0 18.0 
Net earnings (UBS) margin 12.1 10.8 8.4 8.8 7.5 8.4 8.2 8.2 
ROIC (EBIT) 12.0 9.5 9.9 11.5 10.0 10.6 10.3 10.3 
ROIC post tax 9.9 9.2 7.4 7.4 6.5 6.9 6.7 6.7 
ROE (UBS) 15.6 12.2 10.2 10.9 8.8 9.7 9.3 9.1 

 

Capital structure & Coverage (x) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Net debt / EBITDA 5.8 6.9 6.4 5.4 5.9 5.6 5.6 5.5 
Net debt / total equity % 225.5 228.9 225.7 210.6 207.0 200.6 194.6 187.9 
Net debt / (net debt + total equity) % 69.3 69.6 69.3 67.8 67.4 66.7 66.1 65.3 
Net debt/EV NM NM NM NM NM NM NM NM 
Capex / depreciation % 160.0 NM 153.8 132.4 134.5 138.7 134.5 131.4 
Capex / revenue % 18.2 26.0 20.1 17.3 18.1 18.6 18.3 17.9 
EBIT / net interest 4.2 3.1 3.2 3.8 3.2 3.6 3.5 3.5 
Dividend cover (UBS) 2.3 1.9 1.6 1.8 1.5 1.7 1.7 1.8 
Div. payout ratio (UBS) % 43.6 53.3 61.9 55.2 65.8 57.2 57.8 56.4 

 

Revenues by division (US$m) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Others 11,229 10,302 11,391 12,200 11,981 12,339 12,495 12,802 
Total 11,229 10,302 11,391 12,200 11,981 12,339 12,495 12,802 

 

EBIT (UBS) by division (US$m) 12/11 12/12 12/13 12/14E 12/15E 12/16E 12/17E 12/18E 
Others 2,180 1,740 1,913 2,317 2,045 2,247 2,248 2,305 
Total 2,180 1,740 1,913 2,317 2,045 2,247 2,248 2,305 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts. 
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Forecast returns 

Forecast price appreciation -0.6% 

Forecast dividend yield 4.0% 

Forecast stock return +3.4% 

Market return assumption 5.5% 

Forecast excess return -2.1% 

 
  

Statement of Risk 

At the regulated utility, Entergy is exposed to potential unfavourable regulatory 
decisions at both the state and the federal level. In addition, Entergy’s earnings 
may be impacted by weather (above or below normal levels) and unreasonable 
regulatory/legislative decisions (particularly given the number of state jurisdictions 
in which it falls under). Entergy is also subject to macro-economic risks such as 
lower than expected GDP growth and rising interest rates. As a nuclear operator, 
Entergy is also subject to headline risk. We believe a nuclear accident (even in a 
non-Entergy nuclear plant) or a change in the Nuclear Regulatory 
Commission/Environment Protection Agency regulations could have a negative 
impact on our estimates.  Earnings from Entergy's merchant nuclear fleet (in the 
northeast) are highly dependent on forward power prices (primarily in the NYISO 
and NE-ISO RTO markets) and rising uranium costs. 
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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. 

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. 47% 34% 

Neutral FSR is between -6% and 6% of the MRA. 42% 28% 

Sell FSR is > 6% below the MRA. 11% 21% 

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. less than 1% less than 1% 

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

Source: UBS. Rating allocations are as of 30 September 2014. 
1:Percentage of companies under coverage globally within the 12-month rating category. 2:Percentage of companies within 
the 12-month rating category for which investment banking (IB) services were provided within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 4:Percentage of companies 
within the Short-Term rating category for which investment banking (IB) services were provided within the past 12 months. 

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

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

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

UBS Securities LLC:  Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.   
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Company Disclosures 

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

Entergy Corp.16 ETR.N Neutral N/A US$83.70 05 Nov 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 

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. 

Entergy Corp. (US$) 

0
1

-O
ct

-0
9

0
1

-J
an

-1
0

0
1

-A
p

r-
1

0

0
1

-J
u

l-
1

0

0
1

-O
ct

-1
0

0
1

-J
an

-1
1

0
1

-A
p

r-
1

1

0
1

-J
u

l-
1

1

0
1

-O
ct

-1
1

0
1

-J
an

-1
2

0
1

-A
p

r-
1

2

0
1

-J
u

l-
1

2

0
1

-O
ct

-1
2

0
1

-J
an

-1
3

0
1

-A
p

r-
1

3

0
1

-J
u

l-
1

3

0
1

-O
ct

-1
3

0
1

-J
an

-1
4

0
1

-A
p

r-
1

4

0
1

-J
u

l-
1

4

0
1

-O
ct

-1
4

0

20

40

60

80

100

Price Target (US$) Stock Price (US$)

Buy
Neutral

Sell

 
Source: UBS; as of 05 Nov 2014 
  



 

 Entergy Corp.   6 November 2014 

 

 14 

 

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. 

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 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 (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the 
Information be used for any of the following purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

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

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 
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United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the 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. 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, 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. 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.   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 
and/or UBS AG, Hong Kong Branch.   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 
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