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European Utilities 
Expect a smart grid boom: c15% sector EPS uplift 
 

Why smart grids: renewables integration, energy efficiency, cost effectiveness 
Smart grids are the combination of 'smart' hardware components (meters, cabins, 
substations, transformers, sensors, wifi) and software which overlay the conventional 
grid. We believe SG serve five purposes: (1) better integration of renewables and thus 
better grid stability, (2) boost energy efficiency, (3) implement demand response and 
peak shaving, (4) reduce the cost to serve customers, (5) less backup-capacity needs. 

Benefits about 2x the Costs: the economics support a Smart Grids boom 
Our cost/benefit analysis shows annualized costs of c€25bn (opex & annualized capex). 
This compares with benefits of c€50bn pa, via (1) lower consumption and peak 
shaving, (2) reduction in losses/thefts, (3) lower opex and maint-capex, (4) lower 
backup needs and avoided replacement of thermal capacity, (7) lower CO2 emissions. 

Capex pool €290bn: c15% EPS uplift for €-integrated; Enel the main beneficiary 
We estimate that developing power distribution smart grids could cost c€500-
1300/customer, depending on the type/amount of technology deployed. Thus, the 
capex pool could be c€290bn, on a mid-range basis. Assuming 7% ROA (and full-cost-
savings pass-through), we estimate c15% average LT EPS uplift (vs 2014) for €-
integrated utilities. Enel – which enjoys the largest distribution business in EU – would 
be the main winner, with c25% LT EPS uplift. On timing, our conversations with 
companies and industry experts suggest a steep capex pick-up as of 2016-17. 

The sector investment thesis is attractive, but we see limited valuation upside 
Following the recent re-rating, only a few names offer upside to fair value. Yet, sector 
multiples could continue to be supported by three factors (1) sector earnings should 
bottom in 2014 and grow an estimated 4-5% pa thereafter, (2) BYs are well below 
mid-cycle and utilities are increasingly regulated (c70% of EPS by 2016), (3) dividends 
are increasingly relevant and the sector offers a sustainable c5% DY. We retain a 
preference for quality, especially if characterized by restructuring or good dividends: 
Enel, EDP, SEV, REE, SSE. 

 

Figure 1: EPS upside from deploying smart grids :c15% on avg, c25% for Enel 

 
Cus tomers (m) 

Capex  

(€ bn) 

EB ITDA uplift 

(€ bn) 

Ne t income 

upl ift (€ bn) 

% of  

2014 EPS 

Ene l 47.5 37.8 4.5 0.7 24% 

Ibe rdrola 14.1 12.1 1.5 0.3 12% 

GAS  3.8 3.3 0.4 0.1 5% 

EDP 6.7 5.8 0.7 0.1 15% 

EON 14.3 12.3 1.5 0.3 16% 

RWE 10.0 8.6 1.0 0.2 12% 

EDF 35.0 30.0 3.6 0.6 15% 

Total 
    

14% 
 

Source:  UBSe 
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Why read this report 
We believe smart grids will be a key LT growth driver for integrated utilities, 
especially for those with a large exposure to European power distribution. We 
estimate the smart grid capex pool for power distribution at c€290bn, or almost 
2/3 of the Pan European sector market cap. This could drive c15% average EPS 
uplift for €-integrated utilities over the longer run (10-20y). The main beneficiary 
would be Enel, as we estimate c25% EPS uplift, over the longer run. 

Why haven't smart grids happened yet? 

So far, there hasn’t been a major pick up in these investments. This was mostly 
due to the fact that, at the height of the crisis, smart grids were perhaps perceived 
as 'nice to have' and governments preferred to delay additional investments. From 
here though, momentum is likely to improve, as suggested by several papers 
published by the EU during 2013 and given the ongoing commitment to build 
renewables. Although it is hard to precisely assess the timing, our conversations 
with companies and industry experts pinpoint 2016-17 as the likely inflection years 
for SG capex. 

SG a €290bn capex opportunity, and UBS cost analysis 

We estimate that developing power distribution smart grids could cost c€850 per 
customer. Of this, just over 10% relates to installing smart meters. The rest will be 
destined to upgrade cabins, substations, transformers, install sensors, deploy 
broadband connections across the grid and have software programs capable of 
managing and processing all the new data observed. 

Figure 2: Smart grids – we estimate investments of c€850 per customer (€) 

 
Source:  UBSe 

In Europe there are some 336 million households. On our analysis, smart grids 
could cost from €500/customer up to €1300/customer, depending on the 
equipment utilized and on 'how intelligent' the network is going to be. At the 
lower end, the 'bear minimum' investments relate to the installation of a smart 
meter, plus the upgrade in cabins/substations and new software. If we included 
sensors throughout the grid, displays that allow consumers to monitor 
consumption, and energy boxes which automatically manage the utilization of 
electrical appliances, then the estimate would surge to the upper end. 
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Applying the mid-range capex estimate of €858/customer, we calculate total 
investment needs of c€290bn. These could take place over the coming 10-20y and 
could imply annual investments of €14bn, and additional opex of c€9bn pa.  

Figure 3: Smart Grids – cost analysis implies €13-35bn pa (€m) 

 
Low Medium High 

Di s tribution costs per customer (euros) 500 858 1280 

Households (m) 336 336 336 

Tot  capex (eur bn) 168 288 430 

Capex pa over 20y (eur bn) 8 14 22 

Smart grids opex at 3% (eur bn) 5 9 13 

Annualized costs (eur bn) 13 23 35 
 

Source:  UBSe 

Smart grids benefit analysis: 2x larger than the costs 

When estimating the benefits from smart grids, we identify eight main factors, 
which could allow for c€50bn annual savings for the power system, or twice the 
annualized costs of SG, as the following Figure 4 shows. We should stress that 
these are 'external' benefits, ie to the system (consumers, society) as opposed to 
benefits for Utilities. As already explained, we only assume Utilities will earn a 7% 
ROA and will pass through all their savings. Clearly, governments/regulators could 
ultimately decide to remunerate utilities differently. For instance, instead of a 
return on investments, Utilities could be allowed to retain all the savings achieved.  

Figure 4: Smart Grids benefits are about 2x the costs (€bn, annualized) 

 
Source:  UBSe; Note (analysis on a nominal basis) 

(1) Losses & Thefts. We estimate losses and thefts to amount to 2-7% across 
Europe. Smart meters and Smart grids more in general would help identify 
right away thefts, and would lower network losses. We assume savings 
ranging from 1pp to 3pp. 

(2) Lower consumption (energy efficiency). Most industry-expert reports and 
case studies in the US seem to indicate power demand savings of 2-4%. If we 
also add demand response measures – which SG would allow to implement 
more effectively – then we could see power demand savings of up to 8%.  
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(3) Peak shaving. Helping consumers understand the pricing difference 
between peak and base hours could lower peak consumption. Considering 
that peak wholesale power prices are c€10/MWh higher than baseload, and 
assuming peak shaving of 10-50%, savings could be sizeable. 

(4) Lower backup needs. Better network stability, better flow management and 
lower consumption would also imply less backup-capacity needs. This would 
allow capacity closures, which would in turn lead to opex savings, or would 
allow to lower power generation subsidies (capacity payments). 

(5) Avoided replacement of power plants. As for the previous point, the 
need for replacements would also fall substantially (22-88GW). 

(6) Lower CO2 emissions. Lower power consumption would imply lower 
production from thermal plants and thus lower carbon emissions. 

(7) Lower opex on legacy grid. Automatized grids, the presence of 
sensors/wifi, and the larger use of tablets/smart applications would allow 
utilities to reduce their workforce and save of general & administrative 
expenses.  

(8) Lower maintenance capex on legacy grid. The availability of millions of 
real-time data and the availability of new technologies (tablets for workers for 
instance) would allow targeted pre-emptive interventions on the grid and an 
immediate identification of faults (sometimes right before they actually 
happen), which should allow for savings in maintenance capex. 

Figure 5: Smart grids detailed benefit analysis (€bn pa) 

 
Low Medium High 

Losses & Thefts (1%-2%-3% reduction) 5 10 15 

Lower consumption (2%-5%-8% reduction) 10 25 41 

Peak shaving (10%-25%-50% drop in peak consumption) 1 3 5 

Lower backup needs (22GW-55GW-88GW closures) 0 1 2 

Avoided replacement power plants cost (GWs from previous point) 0 1 2 

Savings from lower CO2 emissions (32mt-81mt-129mt) 0 1 3 

Lower opex (5%-15%-25% drop in cost to serve) 2 5 8 

Lower capex (5%-15%-25% drop in maint capex) 1 2 3 

Total Benefits pa (eur bn) 20 48 79 
 

Source:  UBSe 

 

  



 

 European Utilities   22 April 2014  6 

Why smart grids: renewables, energy efficiency, savings 

 Better integration of renewables and thus better network stability. The 
steep increase in intermittent output (Figure 6) has made the management of 
the grid more and more difficult. The quick inversion in flows – think of solar 
PV production during a sunny summer day, which suddenly becomes cloudy – 
and the need to maintain constant frequency throughout the grid makes 
necessary the introduction of new devices that grant better stability and better 
management of flows. 

Figure 6: Wind and solar capacity additions over 2008-18E in Europe (GW) 

 
Source:  UBSe 

 

 Boost energy efficiency. The EU has a 20% energy efficiency target by 2020 
(20% energy consumption reduction vs business as usual). The application of 
smart grids is proven to lower consumption, as seen in several pilot tests in the 
US. This would allow achieve these targets more easily. 

 Implement demand response and peak shaving. The implementation of 
demand response and the reduction of consumption during peak hours (made 
possible thanks to smart grids) could be better alternative to a wide 
introduction of capacity payments. The combination of lower demand and less 
demand at peak would imply the possibility to close more plants, and would 
reduce the needs for asset replacement. 

 Reduce the cost to serve customers. As shown earlier, the deployment of 
smart grids would lead to a meaningful reduction in operating costs and 
maintenance capex on the existing grid.  
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What is a smart grid – meters, cabins, wifi and software 

The strong increase in intermittent generation sources and the rising penetration 
of distributed energy (e.g., solar PV) have highlighted the need to upgrade the role 
of power networks, particularly in medium and low voltage (distribution).  

Key issues to address include actively managing distributed energy, improving the 
network stability and implementing demand response/energy efficiency 
programmes. The required upgrade would turn power grids from ‘passive’ into 
‘active’, and the process would give birth to what is commonly known as ‘smart 
grids’. A smart grid is the combination of hardware components (smart meters, 
new cabins/substations, new sensors, broadband connection devices) and software 
upgrades which allow managing the rising data-flow. A smart grid is obtained by 
overlaying these items on the existing conventional network. Key elements of 
smart grids are: 

 Smart meters to allow for real-time reading in the usage of power from 
consumers. In the future, this element will be key to implement demand 
response/energy efficiency measures. 

 Equipment installed in houses. These include displays that show real time 
electricity costs and increase customer awareness. It could also include energy 
boxes which manage domestic appliances and optimize consumption profiles. 

 Upgraded primary and secondary cabins/substations to help maintain 
network parameters (voltage, frequency) within acceptable ranges throughout 
the grid, regardless of the volumes produced from renewables. 

 Sensors, to be deployed throughout the grid and to gather real-time 
information. 

 Wi-Fi connections to allow real-time data gathering from the grid and from 
final consumers. 

 New software to manage the grid to aggregate and interpret the data 
acquired, and to provide real time information to consumers, to modulate 
consumption accordingly. 

 Additional items, could include equipment to prepare houses for the 
integration of electric vehicles, which we decided to ignore in this analysis, as 
we don’t see their widespread viability within a reasonable timeframe. 
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Meaningful EPS upside risk for integrated utilities 

Even though the mid-range investment needs in SG of c€290bn could take place 
over 10-20 years, the earnings upside potential would be sizeable. More 
importantly, it would open up a growth avenue for a sector that, until not long 
ago, was perceived as entirely ex-growth. We estimate a potential LT EPS upside 
risk of c15%. Enel would be the main beneficiary. 

Identify the winners: most integrated names but Enel above all 

To identify the main winners, we firstly have to understand which Utilities have a 
meaningful exposure to power distribution. For €-integrated utilities, the exposure 
to this activity is c25%, measured on an EBITDA basis. Enel is well above average, 
as these activities account for c40% of group EBITDA. 

Figure 7: EBITDA from power distribution (2014 €m) 

 

EU distribution 

2014 EBITDA 

% of  
group 

 

EB ITDA 

(2014) 

Ene l 5,838 38% 15,481 

Ibe rdrola 2,112 32% 6,660 

GAS  589 12% 4,969 

EDP 709 21% 3,451 

EON 2,300 25% 9,315 

RWE 2,287 29% 7,862 

EDF 3,793 22% 17,313 

Total 17,628 25% 65,051 
 

Source:  UBSe 

To assess the earnings upside, we assumed (i) capex at €858/customer (more on 
this later in the report), (ii) 7% return on investments, (iii) useful life for these 
projects of 20 years, (iv) cost of debt at 4%. On this basis, we estimate an average 
15% EPS accretion for €-integrated utilities. Enel – which, as already said, enjoys 
the largest power distribution business in Europe – would be the main beneficiary 
(c30% EPS accretion potential). 

Figure 8: EPS upside from deploying smart grids :c15% on avg, c25% for Enel 

 
Cus tomers (m) 

Capex  

(€ bn) 

EB ITDA uplift 

(€ bn) 

Ne t income 

upl ift (€ bn) 

% of  

2014 EPS 

Ene l 47.5 37.8 4.5 0.7 24% 

Ibe rdrola 14.1 12.1 1.5 0.3 12% 

GAS  3.8 3.3 0.4 0.1 5% 

EDP 6.7 5.8 0.7 0.1 15% 

EON 14.3 12.3 1.5 0.3 16% 

RWE 10.0 8.6 1.0 0.2 12% 

EDF 35.0 30.0 3.6 0.6 15% 

Total 
    

14% 
 

Source:  UBSe 

We should point out that our analysis is based on a regulated return on 
investments, without accounting for the effectiveness of the investment itself. 
Clearly, there may be efficiency criteria that could increase/lower these returns 
accordingly. 

15% EPS uplift (vs 2014) 

Enel c40% EBITDA from distribution 

15% LT EPS uplift (c30% for Enel) 



 

 European Utilities   22 April 2014  9 

Also, it appears clear that smart grids would lead to sizeable savings, as already 
detailed. To avoid the creation of excess profits, we assume that Utilities would 
have to pass through to final customers all the costs saved thanks to SG. However, 
governments/regulators could decide not to remunerate these investments. 
Instead, utilities could be allowed to retain all their savings.  

Sector valuation full: only BYs can drive it higher from here 

Following the c70% re-rating in €-integrated names, the sector now trades on 15x 
PE, on a 2014 basis. This is in line with the overall European equity market. 
Although 2014 is a trough year for the sector and even if we see c4-5% annual 
EPS growth post 2014, the near-term valuation seems to suggest limited upside to 
fair value for the sector as a whole, especially if we think that the LT mid-cycle PE 
has been 13.5x. In our view, multiples could continue to expand, but this would 
have to be function of sustainably low bond yields.  

Figure 9: Utilities PE vs the rest of the market (2014) 

 
Source:  UBSe 

The Utilities "story" remains attractive 

If we simply reflect on the sector investment thesis and think of valuation 
separately, we would say that Utilities look attractive, on three reasons. 

 Sector earnings should bottom in 2014, five years after the overall market, 
and show c4-5% annual growth thereafter, until 2018E. 

 Utilities are increasingly regulated, as c70% of EPS will come from 
networks, renewables and contracted generation by 2016. 

 Dividends at c5%, and sustainable thanks to improving free cash flows. As 
the markets become more expensive and sovereign yields remain so low, we 
believe the hunt for yield will help utilities' performance. 

All in all, we retain our Neutral sector stance, with a clear preference for quality 
integrated names, which offer a restructuring angle: Enel, EDP, SEV, REE and SSE 
remain our top picks. 
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Our two top picks: Enel and EDP 

Enel (Buy, PT €4.25) – Despite the risks highlighted in this report, we remain 
buyers on (1) fastest growing EPS amongst peer group: c8% EPS CAGR in 2014-
18E, (2) dividends to double during the plan: 2018E DY c6.5%, and (3) valuation 
at unjustified discount to peers: c11x PE in 2016E. Our PT reflects the average of 
target DY, target PE, and target EV/EBITDA valuations.  

EDP (Buy, PT €3.40) - We favour EDP as one of our top picks, on: (1) 
strengthening balance sheet, once adjusted from regulatory receivables and work-
in-progress (ND/EBITDA drops from c5.0x to c3.5x, and falling); (2) organic growth 
thanks to new investments coming on stream in attractive areas such as Brazil, and 
renewables; and (3) rising FCF yield, which should support deleveraging, growth 
and a cash DY at c5.5%. 
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Statement of Risk 

Utilities are driven by commodities, power prices, M&A, regulatory intervention 
and interest rates. 
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Veolia Environnement16 VIE.PA Neutral N/A €14.35 17 Apr 2014 

Verbund AG VERB.VI Neutral N/A €14.21 17 Apr 2014 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock 
pricing date 

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

4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 
services from this company/entity. 

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking 
services from this company/entity within the next three months. 

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment 
banking services are being, or have been, provided. 

13. UBS AG, its affiliates or subsidiaries beneficially owned 1% or more of a class of this company`s common equity 
securities as of last month`s end (or the prior month`s end if this report is dated less than 10 days after the most 
recent month`s end). 

14. UBS Limited acts as broker to this company. 
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 
22. UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last 

month`s end (or the prior month`s end if this report is dated less than 10 working days after the most recent 
month`s end). 

24. UBS AG, its affiliates or subsidiaries beneficially held more than 5% of the total issued share capital of this 
company; or for UK and Irish companies, a line of stock of this company; as of the date shown in this disclosure 
table. 
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For a complete set of disclosure statements associated with the companies discussed in this report, including information on 
valuation and risk, please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: 
Publishing Administration. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 
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Global Disclaimer 
This document has been prepared by UBS Limited, 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 amount invested. Past performance is not necessarily a guide 
to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising out of the 
use of all or any of the Information. 

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

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

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 
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United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACP (Autorité 
de Contrôle Prudentiel) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the document 
is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS 
Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed by UBS Limited and UBS 
Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  Distributed by UBS Limited. No 
information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of 
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish 
Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the 
instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the prior approval of the 
Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of 
the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce.   Russia:  Prepared and distributed by UBS 
Securities CJSC.   Switzerland:  Distributed by UBS AG to persons who are institutional investors only.   Italy:  Prepared by UBS Limited and distributed by UBS Limited 
and UBS Italia Sim S.p.A. UBS Italia Sim S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Società e la Borsa (CONSOB). Where an analyst 
of UBS Italia Sim S.p.A. has contributed to this document, the document is also deemed to have been prepared by UBS Italia Sim S.p.A.   South Africa:  Distributed by 
UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorised Financial Services Provider.   Israel:  This material is distributed by UBS Limited. UBS 
Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities 
Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not 
licensed under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Qualified Investors within the meaning of the 
Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons.   Saudi Arabia:  This document has been issued by UBS AG (and/or 
any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 
Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company 
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number 
08113-37.   United States:  Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or 
affiliate of UBS AG that is not registered as a US broker-dealer (a   ‘non-US affiliate’ ) to major US institutional investors only. UBS Securities LLC or UBS Financial 
Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS 
Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial Services 
Inc., and not through a non-US affiliate.   Canada:  Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian 
Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration.   Brazil:  Except as 
otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to be: (i) 
financial institutions, (ii) insurance firms and investment capital companies, (iii) supplementary pension entities, (iv) entities that hold financial investments higher than 
R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi) securities portfolio managers and securities consultants duly 
authorized by Comissão de Valores Mobiliários (CVM), regarding their own investments, and (vii) social security systems created by the Federal Government, States, and 
Municipalities.   Hong Kong:  Distributed by UBS Securities Asia Limited.   Singapore:  Distributed by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 and Co. Reg. No.: 
198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); 
or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore 
Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The 
recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289).   Japan:  
Distributed by UBS Securities Japan Co., Ltd. to institutional investors only. Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities 
Japan Co., Ltd. is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) 
in relation to foreign exchange and other banking businesses when relevant.   Australia:  1) Distributed by UBS AG (Holder of Australian Financial Services License No. 
231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). The Information in this document has been prepared without 
taking into account any investor’s objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness of the 
Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the acquisition, or potential 
acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be 
required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the 
product. 2) Clients of UBS Wealth Management Australia Ltd: This notice is distributed to clients of UBS Wealth Management Australia Ltd ABN 50 005 311 937 (Holder 
of Australian Financial Services Licence No. 231127), Chifley Tower, 2 Chifley Square, Sydney, New South Wales, NSW 2000, by UBS Wealth Management Australia Ltd. 
This Document contains general information and/or general advice only and does not constitute personal financial product advice. As such the content of the Document 
was prepared without taking into account the objectives, financial situation or needs of any specific recipient. Prior to making any investment decision, a recipient should 
obtain personal financial product advice from an independent adviser and consider any relevant offer documents (including any product disclosure statement) where the 
acquisition of financial products is being considered. UBS AG is authorised to provide financial product advice in relation to foreign exchange contracts in Australia, and 
as such UBS AG is responsible for all general advice on foreign exchange and currencies contained herein.   New Zealand:  Distributed by UBS New Zealand Ltd. The 
information and recommendations in this publication are provided for general information purposes only. To the extent that any such information or recommendations 
constitute financial advice, they do not take into account any person’s particular financial situation or goals. We recommend that recipients seek advice specific to their 
circumstances from their financial advisor.   Dubai:  The research distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further 
distribution within the United Arab Emirates.   Korea:  Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This document may have been edited or 
contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch.   Malaysia:  This material is authorized to be distributed in Malaysia by UBS 
Securities Malaysia Sdn. Bhd (253825-x).   India:  Prepared by UBS Securities India Private Ltd. 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), 
Mumbai (India) 400051. Phone: +912261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, BSE 
(Capital Market Segment) INB010951437.  

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law. 

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the 
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property 
rights. © UBS 2014. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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