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European IB Revenue Flash
Looking back and ahead: difficult times for IBs

A quarter characterized by unimpressive trading activity and "bad volatility"
Recent market data confirms that investment banks are in for another difficult quarter.
We expect weak Q2 16 numbers reported in the coming weeks as trading volumes,
apart from few bright spots, show sequential slowdown from already depressed Q1
levels across asset classes. We also note that trading volumes do not tell the whole
story about revenues. Positioning pre and post UK referendum, potential losses on
inventory and hedges, derivatives performance, or the impact of “bad volatility" may
have had strong impact on the P&L. For global IBs, we currently forecast Q2 16 FICC
down 11%, Equities down 13% and IBD down 14% sequentially. We recently revised
our estimates significantly downwards for CS and Deutsche Bank based on lower
capital markets revenue expectations and slower economic growth.

Sluggish fixed income activity mitigated by better Commodities and FX trading
The normalisation of US credit spreads and resilient trading volumes helped Credit
sequentially in Q2 16 but activity was still weaker than last year. Rates saw a more
difficult quarter with June activity below the previous months. Q2 16 IR product
volumes on CME were down 18% qg/q and Treasury trading was down 13% but banks
commented more positively on the quarter. Expectations around monetary &
guantitative easing drove both FX and interest rate volatility higher in June. In the days
around the UK referendum, currency trading volumes were extremely high according to
the banks. Commodities volumes continued the run in Q2 16 (CME vols. +43% y/y).

Equities: better volumes still leave overall activity down g/q and y/y

Q2 16 US cash trading volumes were down 16% after a strong Q1 but were still up
13% from last year. Derivatives volumes were down 8% both y/y and g/q. In Europe,
cash volumes improved in June, driven by the last two weeks of the month. Derivatives
activity also showed some improvement and closed the quarter down 9% from last
year. Volatility surged running up to the UK referendum and remained elevated
afterwards. APAC cash volumes were still behind last year's exceptionally strong Q2 (-
68% y/y) and activity in derivatives was also muted (-13% y/y) after a better June.

Despite the q/q improvement IBD closed a weak quarter compared to last year
ECM and lending volumes show a meaningful rebound in Q2 16 but are still materially
weaker than in the same period last year. DCM was broadly flat sequentially and up
6% y/y, while M&A slipped 6% g/q and 24% y/y. We think the prevailing uncertainty in
Europe might be especially detrimental to primary volumes in the coming quarters.
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lllustrative revenue signposts
Figure 1: g/q indicative changes by asset class
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Note: For the lack of accurate data, the flagged changes are solely for illustrative
purposes. See methodology in the Appendix.

Figure 3: FICC, Equities, and IBD revenue forecasts - UBS

Figure 2: y/y indicative changes by asset class
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Note: For the lack of accurate data, the flagged changes are solely for illustrative
purposes. See methodology in the Appendix.

FICC
inlocal ccy Q215 Q1 16E Q2 16E Yy qlg
Barclays 800 895 730 -9% -18%
BNP Paribas 900 890 720 -20% -19%
Credit Suisse 1,369 518 580 -58% 12%
Deutsche Bank 2,232 2,049 1,942 -13% -5%
Société Générale 612 689 612 0% -11%
Bank of America 2,144 2,264 2,100 2% 7%
Citi 3,047 3,085 3,050 0% -1%
Goldman Sachs 1451 1,663 1,650 14% -1%
JPMorgan 2931 3,597 3,000 2% -17%
Morgan Stanley 1,267 873 950 -25% 9%
Average: -11% -6%
Equities
inlocal ccy Q215 Q1 16E Q2 16E Yy qlg
Barclays 588 513 470 -20% -8%
BNP Paribas 626 428 407 -35% -5%
Credit Suisse 1254 857 910 -27% 6%
Deutsche Bank 969 728 843 -13% 16%
Société Générale 945 701 680 -28% -3%
Bank of America 1176 1,023 1,100 -6% 8%
Citi 649 706 775 19% 10%
Goldman Sachs 1,965 1,780 1,925 2% 8%
JPMorgan 1576 1576 1,400 -11% -11%
Morgan Stanley 2,270 2,056 2,150 -5% 5%
Average: -13% 2%
IBD
inlocal ccy Q215 Q1 16E Q2 16E Yy qlg
Barclays 580 481 450 -22% -6%
BNP Paribas na na na na na
Credit Suisse 967 671 650 -33% -3%
Deutsche Bank 866 509 635 -21% 25%
Société Générale 691 572 746 8% 30%
Bank of America 1526 1,153 1225 -20% 6%
Citi 1,290 875 1225 -5% 40%
Goldman Sachs 2,019 1,463 1875 -1% 28%
JPMorgan 1,825 1321 1727 5% 31%
Morgan Stanley 1,440 990 1,225 -15% 24%
Average: -14% 19%
Source: Company data, UBS estimates
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Figure 4: Quarterly investment banking revenues — Historical data and UBS forecasts ($ million)

FICC

US$'m Q113 Q213 Q313 Q413 Q114 Q214 Q314 Q414 Q115 Q215 Q315 Q415 QL16E Q216E Q316E Q4 16E
Barclays 2200 1426 1,187 1,186 1,316 1,231 1,103 875 1,364 1244 1,050 875 1,282 986 986 891
BNP Paribas 1,706 1,056 1,062 999 1,326 1,079 1,109 956 1,244 1,002 856 741 982 808 645 697
cs 2,043 1,477 1,114 921 1,737 1597 1,723 892 1,815 1,455 927 446 522 589 680 761
DB 3586 2382 1,688 1,399 3350 2500 1,813 1,388 3,118 2485 2,036 1,346 2261 2,180 1,881 1,370
SocGen 982 810 781 561 766 973 783 560 632 681 540 560 760 687 542 590
European IB 10517 7,150 5832 5067 8494 7,380 6531 4,671 8172 6,868 5408 3,969 5807 5249 4,734 4309
BAML 3301 2253 2,029 2076 2944 2366 2,254 1465 2744 2144 1994 1750 2264 2,100 2,000 1,800
Citi 4733 3505 2,854 2448 3918 3,120 3,064 2069 3484 3,047 2566 2221 3085 3,050 2500 2300
GS 3259 2431 1,294 1,676 2835 2223 1976 1,163 3166 1451 1,313 1,177 1663 1650 1,450 1,150
JPM 4752 4078 3439 3199 3931 3,704 3,787 2653 4,154 2,931 2933 2574 3597 3,000 2,800 2,800
MS 1515 1,153 835 694 1654 1,011 997 599 1,903 1,267 583 550 873 950 700 700
usiB 17,560 13,420 10451 10,093 15282 12424 12,078 7,949 15451 10,840 9,389 8272 11482 10750 9,450 8,750

Tracked totals 28,077 20,570 16,283 15,160 23,776 19,804 18,609 12,620 23,623 17,708 14,797 12,241 17,289 15,999 14,184 13,059

Equities

Us$'m Q113 Q213 Q313 Q413 Q114 Q214 Q314 Q414 Q115 Q215 Q315 Q415 QL16E Q216E Q316E Q4 16E
Barclays 933 1,152 813 689 943 1,005 618 661 916 914 644 484 735 635 567 567
BNP Paribas 525 599 659 643 803 696 484 356 781 697 534 403 472 457 376 418
cs 1,331 1,364 1,098 1,143 1,284 1,203 1,098 1,183 1,356 1,333 1,183 990 863 924 914 1,085
DB 1,011 1,028 870 744 1,063 956 921 882 1,102 1,079 658 571 803 947 627 612
SocGen 831 812 840 889 942 817 681 930 1,073 1,052 624 665 774 763 440 872
European IB 4,630 4,956 4,280 4,108 5,034 4,676 3,801 4,012 5,228 5,076 3,642 3,113 3,647 3,725 2,924 3,554
BAML 1,149 1,194 969 897 1,161 1,042 1,033 909 1,146 1,176 1,154 882 1,023 1,100 1,125 1,000
Citi 805 904 692 504 884 610 755 473 867 649 1,002 603 706 775 750 625
GS 1,724 1,739 1,641 1,725 1,596 1,626 1,460 1,904 2,337 1,965 1,717 1,769 1,780 1,925 1,825 2,000
JPM 1,340 1,296 1,249 873 1,372 1,243 1,286 1,143 1,651 1,576 1,403 1,064 1,576 1,400 1,350 1,300
MS 1,591 1,803 1,710 1,503 1,705 1,789 1,784 1,627 2,268 2,270 1,769 1,818 2,056 2,150 1,900 1,850
usiB 6,609 6,936 6,261 5,502 6,718 6,310 6,318 6,056 8,269 7,636 7,045 6,136 7,141 7,350 6,950 6,775

Tracked totals 11,239 11,892 10,541 9,610 11,752 10,986 10,119 10,068 13,497 12,712 10,687 9,249 10,788 11,075 9,874 10,329

IBD

Us$'m Q113 Q213 Q313 Q413 Q114 Q214 Q314 Q414 Q115 Q215 Q315 Q415 QL16E Q216E Q316E Q4 16E
Barclays 1,006 966 881 1,046 839 1,108 701 837 852 902 776 695 689 608 608 608
BNP Paribas 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
cs 903 1,012 813 1,060 1,017 1,090 1,001 883 717 1,028 721 885 676 660 579 688
DB 889 963 889 964 861 1,110 873 896 844 964 708 461 562 713 542 447
SocGen 627 525 599 656 624 748 657 654 565 769 634 684 631 838 687 761
European IB 3425 3466 3,182 3,725 3340 4056 3,231 3271 2979 3663 2,839 2725 2558 2818 2416 2504
BAML 1535 1556 1,297 1,738 1,542 1631 1351 1,541 1,487 1526 1287 1,272 1,153 1225 1255 1,300
Citi 1,169 1,158 945 1,148 1,059 1,345 1,254 1070 1,202 1,290 944 1,131 875 1,225 975 1,050
GS 1568 1552 1,166 1,718 1,779 1,781 1464 1,440 1905 2019 1556 1,547 1463 1875 1525 1,575
JPM 1433 1,717 1510 1,671 1444 1773 1542 1,811 1761 1825 1612 1,538 1321 1727 1,625 1,518
MS 945 1,078 992 1,362 1,136 1,432 1,340 1295 1,173 1,440 1,181 1214 990 1225 1,000 1,075
usiB 6650 7,061 5910 7,637 6960 7,962 6951 7,57 7528 8100 6580 6,702 5802 7,277 6,380 6518

Tracked totals 10,075 10,527 9,092 11,362 10,300 12,018 10,182 10,428 10,507 11,763 9,419 9,427 8,360 10,095 8,797 9,022

Source: UBS Research, Company data
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Figure 5: Annual investment banking revenues - Historical data and UBS forecasts ($ million)

FICC

US$'m FY11 FY12 FY13 FY14 FY15 FY16E FY17E
Barclays 9,722 7,863 5,999 4,525 4,533 4,144 4,152
BNP Paribas 4,994 5,854 4,824 4,470 3,842 3,133 3,341
Cs 3,764 5,707 5,555 5,950 4,643 2,556 2,635
DB 11,873 11,331 9,055 9,050 8,984 7,692 7,963
SocGen 2,451 3,586 3,134 3,082 2,414 2,580 2,671
European IB 32,804 34,341 28,567 27,077 24,417 20,104 20,762
BAML 8,107 11,007 9,659 9,029 8,632 8,164 8,601
Citi 11,323 14,361 13,540 12,171 11,318 10,935 11,318
GS 8,618 10,329 8,660 8,197 7,107 5,913 6,872
JPM 14,784 15,412 15,468 14,075 12,592 12,197 12,635
MS 4,423 5,630 4,197 4,261 4,303 3,223 3,418
usiB 47,255 56,739 51,524 47,733 43,952 40,432 42,843
Tracked totals 80,059 91,080 80,091 74,810 68,369 60,536 63,605
Equities

US$'m FY11 FY12 FY13 FY14 FY15 FY16E FY17E
Barclays 2,896 3,209 3,587 3,227 2,958 2,503 2,510
BNP Paribas 2,882 2,093 2,427 2,338 2,415 1,723 1,837
Cs 4,821 4,620 4,936 4,767 4,861 3,793 3,925
DB 3,108 2,941 3,652 3,821 3,410 2,989 3,123
SocGen 3,308 2,424 3,371 3,370 3,414 2,849 2,941
European IB 17,015 15,287 17,974 17,523 17,059 13,858 14,336
BAML 3,735 3,267 4,209 4,145 4,358 4,248 4,499
Citi 2,237 2,281 2,905 2,722 3,121 2,856 3,041
GS 8,072 8,509 6,829 6,586 7,788 7,530 8,132
JPM 4,476 4,406 4,758 5,044 5,694 5,626 5,907
MS 6,151 5,837 6,607 6,905 8,125 7,956 8,433
usiB 24,671 24,300 25,308 25,402 29,086 28,216 30,013
Tracked totals 41,686 39,587 43,282 42,925 46,145 42,074 44,349
IBD

US$'m FY11 FY12 FY13 FY14 FY15 FY16E FY17E
Barclays 3,393 3,236 3,899 3,484 3,225 2,511 2,546
BNP Paribas 0 0 0 0 0 0 0
CS 3,393 3,236 3,788 3,990 3,352 2,609 2,716
DB 3,108 3,246 3,705 3,740 2,977 2,264 2,433
SocGen 3,219 2,035 2,407 2,683 2,653 2,917 3,074
European IB 13,112 11,753 13,798 13,898 12,206 10,301 10,769
BAML 5,589 5,455 6,126 6,065 5,572 4,933 4,862
Citi 3,730 4,102 4,420 4,728 4,567 4,125 4,198
GS 4,355 4,926 6,004 6,464 7,027 6,438 6,282
JPM 5,859 5,769 6,331 6,570 6,736 6,191 6,238
MS 4,228 3,930 4,377 5,203 5,008 4,290 4,298
usiB 23,761 24,182 27,258 29,030 28,910 25,977 25,878
Tracked totals 36,873 35,935 41,056 42,928 41,116 36,279 36,647
Source: UBS Research, Company data
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Figure 6: Investment banking revenue mix — FY2015
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Valuation

Figure 7: Valuation table

PB(X)  PB
mult-year 2016E vs
average** avg. (%)

Price (local) Adj. ROE Adj. ROE P/B (x)
29-Jun-16  2016E 2017E  2016E

P/B (x)
2017E

Adj. ROTE PITB (x)

2016E

PITB (x)
2017E

PIE (x)
2016E

JPMorgan

P/E (x)* mult-

PIE (x)

20171

E

average**

Morgan
Stanley

Dividend
yield
2016E

Dividend
yield
2017E

Barclays . 138.0 | . . . iy 74 . . . . . . . . .

BNP Paribas Buy 50.0 395 75 7.0 05 05 11 51 838 82 06 06 73 7.6 9.7 6.8 6.6
Credit Suisse Buy 130 103 09 50 05 0.4 18 74 10 56 05 05 56.3 9.4 11 00 0.0
Deutsche Bank Neutal 125 127 16 39 03 03 11 75 19 46 03 03 17.8 71 114 00 31
Société Générale Buy 38.0 21.9 6.7 59 04 04 11 -61 74 65 05 05 6.6 7.4 9.7 75 6.8
Average Europe 42 5.6 04 04 13 -67 49 6.4 05 05 195 7.6 10.3 33 37
Bank of America / ML Buy 18.0 132 5.6 6.8 05 05 14 -62 82 9.7 08 07 105 82 110 19 34
Citigroup Buy 540 21 62 6.8 06 05 18 69 71 7.7 06 06 93 7.8 17.0 10 17
Goldman Sachs Buy 185.0 1455 8.4 9.2 08 07 16 50 89 9.8 08 08 9.8 83 1n7 19 20
JPMorgan Buy 68.0 61.2 9.0 9.4 10 09 14 34 115 119 12 11 110 99 109 31 32
Morgan Stanley Buy 320 252 6.8 7.8 0.7 0.6 18 -63 7.9 9.0 0.8 0.7 10.3 8.4 115 28 33
Average US 72 8.0 0.7 0.7 16 54 8.7 9.6 09 08 10.8 9.0 125 19 25
Average total 57 6.8 06 0.6 15 -60 6.8 8.0 07 06 15.2 83 114 26 31

Source: IBES, Thomson Datastream, UBS estimates, Deutsche Bank multi-year PE ratio inflated due to unrealised gains on industrial holdings

* 12-month forward PE; ** Barclays 21-year average, BNP 21-year avg., Credit Suisse 21-year avg., Deutsche Bank 21-year avg., SocGen 21-year avg., UBS 21-year avg.,
Bank of America 21-year avg., Citigroup 21-year avg., Goldman Sachs 17-year avg., JPMorgan 21-year avg., Morgan Stanley 21-year avg.;

Investment cases

Barclays (Buy, 210p)

Barclays share price has suffered a material retrenchment in the fallout from the EU
referendum result. As discussed in our recent pan-European banks note
(https:/neo.ubs.com/shared/d1y7R1tNpS6U) we see the bank as being exposed to
revenue risks in both its retail unit - driven by mortgage repricing on the 50bps of
UK rate cuts we now expect - and from volatile and potentially disappointing
investment banking revenues.

Barclays, trading at 6.5x 2017e adjusted EPS and 0.5x 2016e TNAV is a heavily
discounted share, with little yield support. Though we think the bank has enough
capital, economic conditions exacerbate 2016's existing role as a year of transition.
We have a Buy recommendation and 210p target price.

BNP Paribas (Buy; €50)

BNPP is trading at 0.6x TNAV for a prospective RoTE of 8.5%. We also see the
bank returning c30% of its market cap over the next four years. We think this is an

European IB Revenue Flash 1 July 2016
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https://neo.ubs.com/shared/d1y7R1tNpS6U

attractive combination in a world in which most developed-market sovereign rates
are currently below zero at the short and medium end of the curve.

Credit Suisse (Buy; CHF13)

We still think CS can close its current cCHF5bn capital shortfall. Some CHF4bn of
retained earnings until 2018E and RWA down -4% will bring the CET 1 capital
ratio to 11.8% in 2016E, 12.7% in 2017E and 13.2% in 2018E, slightly above the
13% target. We assume cCHF50bn RWA inflation in 2019E (CET1 ratio 12.2% still
above the 11% post-RWA inflation target). We do not yet explicitly factor in the
Swiss IPO which could add c100bp to the CET1 capital ratio. Likewise, we do not
factor in major additional litigation charges (as a rule of thumb, a CHF1bn net
charge equals c-35bp of the CET 1 capital ratio). A key uncertainty remains: How
much will RWA inflation push risk density above the FRTB2-implied minimum level
of 35%7? Regulatory visibility will increase in H2 2016 and this offers CS the
opportunity to update the market with new targets: we think this could include
lower LRD (CHF850bn?) and RWA targets (CHF300bn? 35% of LRD) as well as
lower profit and ROTE targets (>10%?7?).

Credit Suisse is hit on several fronts from the direct and indirect effects of the UK
referendum: Lower IB revenues at least short-term, operational frictions, negative
for longer interest rates, lower client activity levels and lower assets under
management. The short-term cost-flex is limited as discussed in our recent report.
We now predict a loss for 2016E. In order to protect the capital rebuild, we now
assume zero cash/scrip divi for both 2016 and 2017 which creates cCHF1.5bn of
CET 1 capital (c50bp).

We see the ROTE going to c7% in 2018 and above COE once the dust settles. We
see ROEs in all operating divisions solidly above COE-levels. Litigation, (industry
wide) revenue weakness, regulatory tightening are key remaining vulnerabilities.
We see the ROTE going to ¢5% in 2017 and c7% in 2018 (target 14%). We see
2018 costs at cCHF16.8bn (target CHF<18bn), revenues at CHF21.3bn (target
cCHF28-29bn).

Deutsche Bank (Neutral; €12.5)

2016 is turning into an extremely challenging year for Deutsche. Revenue
headwinds and peak restructuring costs could translate into a break-even year.
Weak results have masked good progress on many fronts though: non-core wind-
down, litigation, sale of businesses, retail branch closures outside Germany,
Postbank separation, country exits, changing processes incl off-boarding clients,
shrink securitized trading, decommissioned 500 applications (12% of total), off-
boarded 700 vendors.

How to close the EUR7bn capital shortfall and other key vulnerabilities? We believe
Deutsche Bank will be able to improve its low or even negative current ROTE levels.
The improvement will mainly come from cost reduction, in our view, while
Deutsche will try to defend its revenue base. Retained earnings (30% dividend
payout 2017 and beyond) and various initiatives successfully capping RWA
inflation should bring the CET 1 capital ratio to 11% in 2016E, 12.7% in 2017E,
13.4% in 2018E and 12.8% in 2019E, above the 12.5% target. The likely non-
core asset reduction and the already announced Hua Xia sale should each add
50bp to the CET 1 capital ratio. The disposal/IPO of Postbank in 2017 could
additionally add 100bp. Litigation, (industry-wide) revenue weakness and
regulatory tightening are key remaining vulnerabilities.

European IB Revenue Flash 1 July 2016
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A structural drag on group ROEs is mainly coming from Global Markets (GM). We
think the market remains unwilling to use 2018 ROTE levels for valuation purposes.
Private banking, asset management and GTB businesses should be able to produce
ROEs above 10%; GM could struggle to get there any time soon. We think a
meaningful portion of the IB balance sheet (EUR200-300bn?) is unproductive and
sticky yielding very weak ROEs and it could have an average remaining maturity of
at least five years. The ROE of new business (‘front book') however is >10% we
understand.

Increasing CET 1 ratio from ¢11% to the target 12.5% could be perceived to be a
struggle due to: 1) low ROEs, 2) RWA inflation, 3) pent-up investments needs, 4)
deleveraging/ restructuring costs, 5) challenging operating conditions, 6) litigation,
7) macro trends. The recent turmoil impacts Deutsche mainly in the investment
banking businesses as well as in private banking and asset management.

Société Générale (Buy; €38)

SocGen is trading at an attractive valuation of 0.5x TNAYV for a prospective ROTE of
C.7%. We expect the French Retail banking operations to deliver resilient returns in
the next few years thanks to a combination of significant cost efforts and a lower
tax rate. Asset quality is improving in CEE we think from 2016 onwards and we
still see some unexploited synergy potential in a number of CEE countries. Finally
the market looks to be discounting the forecast dividend stream too harshly as
SocGen's relatively high CET1 management buffer adds credibility to our 6%
dividend yield.
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Operating conditions

Figure 8: Operating conditions — As of June 29, 2016

Macro backdrop

GDP, % yly 2007 2008 2009 2010 2011 2012 2013 2014  2015E  2016E  2017E
us 18 0.3 2.8 25 16 22 15 2.4 2.4 17 25
Japan 22 -1.0 55 4.7 0.6 20 16 0.0 0.6 05 11
Eurozone 31 0.5 -4.5 21 16 -0.9 0.3 0.9 16 16 17
Asia* 109 6.7 6.7 9.5 74 6.3 6.4 6.3 6.0 5.8 57
World 6.0 33 0.9 6.1 4.4 35 34 34 32 30 34

Advisory & Origination

M&A YtD16 YtD15 FY15 FY14 2016 QtD  1Q16 4Q15 MtD16  May-16  Apr-16 Y/Y Ytd Q/Q** MIM
Global Announced M&A ($bn) 1,651 2,108 4,702 3,461 896 755 1,408 346 256 242 -22% 20% 35%
Global Completed M&A ($bn) 1,688 1,896 4,042 3,043 812 876 1,038 310 217 257 -11% -6% 12%
ECM YtD16  YiDI5 FY15 FY14 2Q16QtD  1Q16 4Q15 MD16  May-16  Apr-16  Y/Y Ytd QIQ* MM
Global ECM Total ($bn) 323 545 913 937 184 139 216 57 59 49 -41% 34% -3%
Global IPO ($bn) 46 102 194 264 32 14 69 11 10 7 -55% 130% 18%
Global Follow-on ($bn) 238 392 629 568 131 107 127 41 46 35 -3% 23% -11%
Global Convertible ($bn) 39 51 89 104 21 17 20 4 3 7 -24% 25% 53%
DCM YtD16  YDI5 FY15 FY14 2Q16QtD  1Q16 4Q15 MD16  May-16  Apr-16  Y/Y Ytd Q/IQ* MM
Global DCM Total ($bn) 3,401 3,398 6,125 6,368 1,686 1,715 1,345 675 661 669 0% -1% 2%

Global Investment Grade ($bn) 1,722 1,729 3,155 3,209 815 907 718 370 217 386 0% 9% 34%
Global High Yield ($bn) 221 282 418 522 138 84 64 55 49 52 -22% 67% 12%
Global Structured Finance ($bn) 316 423 810 796 168 148 187 62 80 49 -25% 15% -23%
Global Sovereign ($bn) 998 845 1,501 1,662 513 486 319 178 229 154 18% % -22%
Global Covered Bonds ($bn) 144 119 240 213 52 91 57 10 27 27 21% -42% -62%
Exchange volume data

FICC volumes (CME Group, ADV) MtD May-16  Apr-16 QtD 1Q16 4Q15 YtD 2015 MM Q/Q YIY
Interest Rates (‘000 contracts) 7,460 7,455 5,525 6,792 8,246 6,097 8,301 6,720 0% -18% 24%
Energy (‘000 contracts) 2,262 2,234 2,463 2,321 2,536 2,032 2,553 1,970 1% -8% 30%
FX (000 contracts) 1,050 716 77 839 944 779 949 872 47% -11% W%

Commodities (‘000 contracts) 1,814 1,416 1,941 1,723 1,206 1,200 1,185 1,266 28% 43% 6%
Metals (‘000 contracts) 485 479 440 468 454 326 457 344 1% 3% 33%
Cash Equities and Derivative volumes (ADV) MtD May-16  Apr-16  QtD 1Q16 Q15 YD 015 MM Q/Q YIY
Total US Equities (shares millions) 7,476 7,039 7,112 7,193 8,564 7,067 8,613 6,935 6% -16% 24%
Total US Options (‘000 contracts) 16,498 14818 15802 15,680 17,109 16,005 17,180 16,443 11% -8% 4%

Signpost changes

Equities 31-Dec-15 _ Current -lw -1m -1q -1yr yly -lw -1m -1q -1yr
CBOE SPX Volatility Index (VIX Index) 182 19.7 173 14.2 131 16.1 8% 14% 3% 50% 22%
CBOE NDX Volatility Index (VXN Index) 19.6 211 18.2 15.3 15.8 17.6 % 16% 38% 33% 20%
Rates 31-Dec-15__ Current -lw -lm -1q -lyr yly -lw -lm -1q -lyr
USD 10yr / 3m Spread (bps) 157 7 99 102 102 224 -55% -28% -30% -30% -68%
EUR 10yr/ 3m Spread (bps) 94 34 48 48 47 114 -64% -30% -30% -29% -10%
Interest Rate Volatility (MOVE) 68 82 74 68 67 90 20% 10% 20% 22% -10%
EUR 2Yr Swap Bid/Ask Spread 90-day Trailing Avg (bps) 0.98 0.90 0.89 0.86 0.93 1.48 -8% 1% 5% -3% -39%
USD 2Yr Swap Bid/Ask Spread 90-day Trailing Avg (bps) 0.38 0.37 0.37 0.37 0.34 0.43 3% 0% 0% 6% -16%
Credit 31-Dec-15 _ Current -lw -1m -1q -lyr yly -lw -1m -1q -lyr
US High-Grade Spread (A vs. 10-yr Treas, bps) 124 111 102 100 109 106 -11% % 10% 1% 4%
EUR High-Grade Spread (A vs. 10-yr Treas, bps) 86 92 81 87 83 79 6% 14% 5% 10% 16%
FX 31-Dec-15__ Current -lw -lm -1q -lyr yly -lw -lm -1q -lyr
USD/EUR Bid/Ask Spread 90-day Trailing Avg (pips) 121 118 118 117 1.26 120 -3% 0% 1% -6% -2%
USD/GBP Bid/Ask Spread 90-day Trailing Avg (pips) 2.61 1.20 120 120 3.66 170 -54% 0% 0% -67% -29%
USDIJPY Bid/Ask Spread 90-day Trailing Avg (pips) 107 103 103 103 104 112 3% 0% 0% -1% -8%
Currency Volatiity (CVIX) 9.4 11.5 10.7 10.3 11.3 10.4 22% 8% 12% 2% 10%
Commodities 31-Dec-15 _ Current -lw -1m -1 -1yr yly -lw -1m -1q -1yr
Dow Jones - UBS Commodity Index 9 88 88 85 78 102 12% 0% 3% 13% -13%
Commodities Volatility 30-day Trailing (pps) 154 14.3 129 15.2 15.4 139 1% 11% -6% % 3%
Gold Spot Exchange Rate $/0Z 1061 1313 1257 1215 1223 1169 24% 4% 8% % 12%
WTI Light Sweet Crude Oil Future (Generic) 37 47 50 49 37 57 28% -6% -4% 28% -17%
Mortgages / Structured Credit 31-Dec-15 _ Current -lw -1m -1q -1yr yly -lw -1m -1q -1yr
MBA Refi Index 1,273 2,189 2,189 2,006 1,785 1,380 2% 0% o 23% 5%%
Freddie Mac 15yr Mortgage Rate (pcf) 32 28 2.8 2.9 3.0 32 -13% 0% -2% 5% -12%
Short-term funding 31-Dec-15 | Current -lw -1m -1 -lyr yly -lw -1m -1q -1yr
3m EURIBOR - EONIA (bps) 0.6 0.6 0.6 0.7 0.6 03 2% 2% 9% 0% 121%
US 3m LIBOR - OIS (bps) 0.1 03 0.3 0.3 0.2 0.0 115% 4% 8% 15% 1907%
3m TED Spread (bps) 104 81 8.2 8.1 10.0 10.5 -22% 2% 0% -19% -22%

Source: Bloomberg, CME Group, NYSE Euronext, NASDAQ OMX Group, Markit, Dealogic, UBS estimates
Note: All data as of 29 June 2016. Mtd refers to June 2016.
* excluding Japan, including Australia and New Zealand ** grossed-up figure for the full quarter
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Rates

Figure 9: Overview of interest rate signpost changes

Rates Signposts 31-Dec  Actual -lw -im -1q -lyr YtD -lw -1m -1q -lyr
USD 10yr / 3m Spread (bps) 157 71 99 102 102 224 | -55%  -28%  -30% -30%  -68%
EUR 10yr / 3m Spread (bps) 94 34 48 48 47 114 | -64% -30% -30% -29% -70%
Interest Rate Volatility (MOVE) 67.9 81.6 74.0 67.9 67.0 90.3 20% 10% 20% 22%  -10%
EUR 2Yr Swap Bid/Ask Spread 90-day Trailing Avg (bps) 0.98 0.90 0.89 0.86 0.93 1.48 -8% 1% 5% 3% -39%
USD 2Yr Swap Bid/Ask Spread 90-day Trailing Avg (bps) 0.38 0.37 0.37 0.37 0.34 0.43 -3% 0% 0% 6% -16%
Source: Bloomberg, UBS
Figure 10: Interest Rate Volatility - MOVE Index Figure 11: Primary dealer daily avg. trading inventories —
US govt. securities ($ billions)
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Figure 12: USD 10-year/3-month spread - daily (bp) Figure 13: EUR 10-year/3-month spread - daily (bp)
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Figure 14: USD 2-year swap bid/ask spread — 90-day Figure 15: EUR 2-year swap bid/ask spread — 90-day
trailing avg. (bp) trailing avg. (bp)
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Credit

Figure 16: Overview of credit signpost changes

Credit Signposts 31-Dec  Actual
US High-Grade Spread (A vs. 10-yr Treas, bps) 124 m
EUR High-Grade Spread (A vs. 10-yr Treas, bps) 86 92
US High-Yield Spread (BB vs. 10-yr Treas, bps) 230 230
EUR High-Yield Spread (BB vs. 10-yr Treas, bps) 248 248
IG 5Yr Bid/Ask Spread (bps) 63 88
HY 5Yr Bid/Ask Spread (bps) " 15
US Corporate Securities Avg Daily Trading Value ($bn) 21 31
iTraxx Europe 77 74
iTraxx Europe XOver 315 313
Source: Bloomberg, Federal Reserve of St. Louis, UBS
Note: IG = Investment Grade; HY = High Yield
Credit Spreads
Figure 17: US High Yield credit spreads (%)
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Figure 19: Emerging Market $ High Yield credit spreads
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Figure 18: US Investment Grade credit spreads (%)
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Figure 20: Emerging Market $ Investment Grade credit
spreads (%)
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Figure 21: EUR Market High Yield credit spreads (%)
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US Credit Trading Volumes

Figure 22: Avg. US total credit trading volumes ($ billion)
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Note: Sum of US Investment grade, High Yield and Convertible bond trading
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Figure 24: Avg. US High Yield credit trading volumes ($
billion)
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Figure 23: Avg. US Convertible bond trading volumes ($
billion)
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Figure 25: Avg. US Investment Grade credit trading
volumes ($ billion)
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Figure 27: US IG 5yr Bid/Ask Spread - 90-Day Trailing
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Figure 26: US HY 5yr Bid/Ask Spread - 90-Day Trailing
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Figure 31

CDX North America Investment Grade
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Foreign Exchange

Figure 32: Overview of FX signpost changes

FX Signposts 31-Dec  Actual
USD/EUR FX Rate 1.09 M
USD/GBP FX Rate 0.68 0.75
USD/IPY FX Rate 1202 1027
USD/EUR Bid/Ask Spread 90-day Trailing Avg (pips) 1.2 1.2
USD/GBP Bid/Ask Spread 90-day Trailing Avg (pips) 28.37 2540
USD/JPY Bid/Ask Spread 90-day Trailing Avg (pips) 107 103
Currengy Volatility (CVIX) 94 115

Source: Bloomberg, UBS

Figure 33: CLS FX Trading Volumes - Lagging data

-w -1m -1q -lyr YtD -w -1m -1q -lyr
1.14 1.1 1.14 1.1 2% -3% -1% -3% 0%
0.67 0.69 0.70 0.64 1% 12% 9% 7% 17%
106.2  110.7 1117 1232 | -15% -3% -1% 8%  -17%
1.2 1.2 1.3 1.2 -3% 0% 1% 6% -2%
2540 2540 3220 2641 | -10% 0% 0%  -21% -4%
103 103 104 112 -3% 0% 0% -1% -8%
10.7 10.3 113 10.4 22% 8% 12% 2% 10%

Figure 34: Currency Volatility - CVIX Index
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Note: data available with a month of time-lag. The values and volumes of FX

transactions by instrument are on a CLS ‘as traded’ basis (see additional notes).

Figure 35: USD/EUR
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Figure 36: USD/JPY
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Figure 37: USD/GBP
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Figure 38: USD/EUR Bid/Ask Spread - Quarterly Average Figure 39: USD/JPY Bid/Ask Spread - Quarterly Average
(pips) (pips)
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Figure 40: USD/GBP Bid/Ask Spread - Quarterly Average
(pips)
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Commodities

Figure 41: Overview of Commodities signpost changes

Commodity Signposts 31-Dec  Actual -lw -Im -1q -lyr YtD -lw -Im -1q -lyr
Dow Jones - UBS Commodity Index 79 88 88 85 78 102 12% 0% 3% 13% -13%
Commodities Volatility (30-day Trailing Avg) 15.4 143 12.9 15.2 15.4 13.9 7% 1% -6% -71% 3%
Gold Spot Exchange Rate $/0Z 1,061 1,313 1,257 1,215 1,223 1,169 24% 4% 8% 7% 12%
WTI Light Sweet Crude Oil Future (Generic) 37.0 47.3 50.1 49.1 36.8 57.0 28% -6% -4% 28%  -17%
Source: Bloomberg, UBS
Figure 42: Bloomberg Commodity Index Figure 43: Commodities price volatility (30-day trailing)
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Figure 44: Gold spot exchange rate (US$/0z) Figure 45: WTI light sweet crude oil future (generic)
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Equities
Figure 46: Overview of Equities signpost changes

Volatility Signposts

31-Dec Actual  -1w -1m -1q -1yr YD -1lw -1m -1q -1yr
CBOE SPX Volatility Index 18.2 16.3 13.8 14.1 21.8 143 | -10% 19% 16% -25% 14%
CBOE NDX Volatility Index 19.6 19.3 17.1 16.9 25.4 16.7 2% 13% 15% -24% 16%
VDAX Volatility Index 211 21.7 19.7 21.6 27.9 24.2 2% 10% 0% -23% -10%
Amounts % change
Derivative Signposts (90-day Trailing Avg) 31-Dec Actual  -1w -1m -1q -lyr YtD -lw -1m -1q -lyr
U.S. Option Volume (millions) 16,282 < 15,846 16,006 16,037 16,608 15458 -3%  -1% -1% 5% 3%
Amounts % change
Index Signposts 31-Dec Actual  -1w -1m -1q -lyr YtD -lw -1m -1q -lyr
DJ Stoxx 600 Index 366 341 348 334 329 391 1% 2% 2% 4%  -13%
NASDAQ 100 Index 4,593 4,341 4,417 4,512 4,168 4,409 ( 5% 2% 4% 4% -2%
S&P 500 Index 2,044 2,065 2,095 2,066 1,915 2,089 | 1% -1% 0% 8% -1%
Nikkei 225 Index 19,034 16,666 17,290 16,123 17,045 19,532| -12%  -4% 3% 2%  -15%
Source: Bloomberg, UBS
Volatility
Figure 47: CBOE SPX Volatility Index (VIX) Figure 48: CBOE VVIX(Volatility of VIX)
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United States

Figure 49: NYSE & NASDAQ Combined Avg Daily Share
Volume - 90-day Trailing Average (shares millions)
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Note: The VVIX Index is an indicator of the expected volatility of the 30-day
forward price of the VIX. This volatility drives nearby VIX option prices.

Figure 50: US Options Avg Daily Volume - Monthly
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Figure 52: NYSE Short Interest Volume (shares million)

Figure 51: US Equity Fund Flows - Monthly ($ million)
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Europe

Figure 54: Eurex Index and Equities contracts traded

Figure 53: Pan-European daily avg. trading cash equities
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Asia Pacific

Figure 56: HKEX Futures & Options volumes

Figure 55: APAC daily avg. trading cash equities trading

volumes ($ million)
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Investment Banking
Figure 57: Global M&A, ECM, DCM - as of 29 June 2016

M&A ($bn) FY15 2Q16 QD 1Q16

Jun-16

% change

YtD yly

Global Announced M&A 1,651 2,108 4,702 3,461 896 755 1,408
Global Completed M&A 1,688 1,896 4,042 3,043 812 876 1,038

346 256 242 -22% 35% 19% 20% 40%
310 277 257 -11% 12% 7% -6% 16%

Volume
ECM ($bn) 2Q16 QID  1Q16
Global ECM Total 323 545 913 937 184 139 216
Global IPO 46 102 194 264 32 14 69
Global Follow on 238 392 629 568 131 107 127
Global Convertible 39 51 89 104 21 17 20

% change

YtD yly
57 59 49 -41% -3% 33% 34% 0%
11 10 7 -55% 18% 127% 130% 22%
41 46 35 -39% -11% 22% 23% -8%
4 3 7 -24% 53% 24% 25% 58%

DCM ($bn)

Global DCM Total 3,401 3,398 6,125 6,368 1,686 1,715 1,345
Global Investment Grade 1,722 1,729 3,155 3,209 815 907 718
Global High Yield 221 282 418 522 138 84 64
Global Structured Finance 316 423 810 796 168 148 187
Global Sovereign 998 845 1,501 1,662 513 486 319
Global Covered Bonds 144 119 240 213 52 91 57

Source: Dealogic, UBS

**Grossed-up figures for the full period

Figure 58: Total DCM volumes ($bn)
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Figure 60: Total completed M&A volumes ($bn)

1,200

1,000
800
600
400
200

0

2Q14 3Q14 4Q14

1Q15 2Q15 3Q15 4Q15 1Q16 2Q16

Source: Dealogic

% change

YtD yly
675 661 669 0% 2% -2% -1% 6%
370 277 386 0% 34% -10% -9% 38%
55 49 52 -22% 12% 65% 67% 16%
62 80 49 -25% -23% 14% 15% -20%
178 229 154 18% -22% 6% 7% -20%
10 27 27 21% -62% -43% -42% -61%

Figure 59: Total corporate debt issuance volumes ($bn)
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Figure 61: Total ECM volumes ($bn)

400

300

200

2Q14 3Q14 4Q14

1Q15 2Q15 3Q15 4Q15 1Q16 2Q16

Source: Dealogic

European IB Revenue Flash 1 July 2016

3 UBS 18



Figure 62: Total Lending volumes ($bn)
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Appendix

Glossary

FICC sales and trading

MOVE Index: The Merrill Lynch Option Volatility Estimate (MOVE) is a yield
curve weighted index of the normalised implied volatility on 1-month
Treasury options. It is the weighted average of volatilities on the current 2yr,
Syr, 10yr and 30yr benchmark treasury securities. MOVE is a trademark
product of Merrill Lynch. Generally, an increase in rates volatility tends to
support client activity and helps trading profits.

CVIX Index: The Deutsche Bank 3m implied FX Volatility Index (CVIX)
indicates the implied volatility of a basket of underlying FX options. The
basket comprises a weighted average of the following currency pairs:
EURUSD, USDJPY, GBPUSD, USDCHF, USDCAD, AUDUSD, EURJPY, EURGBP
and EURCHF. Generally, an increase in FX volatility tends to support client
activity (creates desire for hedging and structured products) and helps
trading profits.

10yr/3m spread: The 10yr/3m swap spread reflects the current shape of
the swap/yield curve. While larger spreads indicate a steeper yield curve,
tighter spreads indicate a rather flat yield curve. From an economic
perspective, yield curves tend to be steep coming out of recession, trending
flat at the height of the economic cycle, and turning inverted just prior to
recession. Generally, a steepening of the yield curve promotes client activity
and helps structured derivatives.

iTraxx Europe XOver: The Markit iTraxx Crossover (CDS) Index comprises
the 45 most liquid sub-investment grade entities.

iTraxx Europe: The Markit iTraxx Europe (CDS) Index comprises 125
equally weighted 125 investment grade entities, distributed among nine
sub-indices: Autos, Consumers, Energy, Industrials, TMT, Financials (Senior
& Subordinated), Non-Financials, HiVol.
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MBA Refi Index: The Mortgage Bankers Association (MBA) Refinancing
Index covers all mortgage applications to refinance an existing mortgage. It
is the best gauge of mortgage refinancing activity.

Equities sales and trading

VIX Index: The CBOE SPX Volatility Index reflects a market estimate of
future volatility, based on the weighted average of the implied volatilities
for a wide range of strikes of S&P 500 constituent options. It is considered a
key gauge for risk aversion in the market.

VVIX Index: The CBOE VVIX Index is an indicator of the expected volatility
of the 30-day forward price of the VIX. This volatility drives nearby VIX
option prices.

Short-term funding

LIBOR: LIBOR stands for London Interbank Offered Rate. It is calculated for
10 currencies with 15 maturities quoted for each, ranging from overnight to
12 months. LIBOR is a benchmark rate giving an indication of the average
rate at which a prime bank can obtain unsecured term funding in the
London market for a given currency. LIBOR is a trademark of the ICE
Benchmark Administration (IBA).

EURIBOR: EURIBOR is the benchmark rate of the euro money market. It is
sponsored by the European Banking Federation. A representative sample of
prime banks provides daily quotes — for 13 maturities from one week to one
year — at which interbank term deposits denominated in euro are being
offered within the eurozone between prime banks.

EONIA: The Euro Overnight Index Average (EONIA) reflects the effective
overnight lending rate. It is computed as weighted average of all overnight
unsecured lending transactions in the interbank market, initiated within the
euro area by contributing banks. EONIA is calculated daily by the European
Central Bank (ECB).

3m EURIBOR-EONIA: The 3m EURIBOR-EONIA spread measures the
difference between the Euro Overnight Index Average rate and the
EURIBOR rate. It is the key gauge of liquidity in money markets
(denominated in euro). Spread widening points to increased funding
pressure, while spread tightening is indicative of an easing of funding
pressure.

OIS: An Overnight Indexed Swap (OIS) is a fixed/floating interest rate swap
with the floating leg computed using a published overnight rate index, in
the case of the US dollar, the Fed Funds Effective Rate. The OIS rate is
typically considered less risky than the corresponding interbank rate (LIBOR).
There is very little default risk in the OIS market because there is no
exchange of principal; funds are exchanged only at the maturity of the
contract, when one party pays the net interest obligation to the other.

US 3m LIBOR-OIS: The US 3m LIBOR-OIS spread measures the difference
between the Overnight Indexed Swap rate and the LIBOR rate. It is the key
gauge of liquidity in money markets (denominated in US dollars). Spread
widening points to increased funding pressure, while spread tightening is
indicative of an easing of funding pressure. It can be viewed as a
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complement to the US 3m TED spread, confirming the perception of credit
risk by measuring the availability of funds in the market.

US 3m TED: The US 3m TED spread is the difference between the three-
month T-bill interest rate and three-month LIBOR. The TED spread is an
indicator of perceived credit risk in the general economy. This is because T-
bills are considered risk-free while LIBOR reflects the credit risk of lending to
commercial banks. An increase of the TED spread is a sign that lenders
believe the risk of default on interbank loans is increasing. When fears of
default risk subside and risk appetite increases, the TED spread decreases.

Swap spread: Swap spread is defined as the spread paid by the fixed-rate
payer of an interest rate swap over the rate of the on-the-run treasury with
the same maturity as the swap. It is used to represent the risk associated
with the investment. Swap spreads are based on LIBOR rates, the
creditworthiness of the swap’s parties, and other economic factors that
could influence the terms of the investment’s interest rates.

iTraxx Europe Financials: The Markit iTraxx Europe Financials (CDS) Index
is a sub-index of the Markit iTraxx Europe CDS Index.

lllustrative revenue signposts - methodology

FICC

Commodities: CME Commodities product volumes used as a proxy

Rates: a blend of changes in Treasury Primary dealer volumes and CME
Interest Rate product volumes

Credit: a blend of Investment Grade and High Yield spread movements in a
given period and US Corporate Credit trading volumes as published by
SIFMA

FX: CME FX product volumes used as a proxy

Equities

US Cash: combined NYSE and Nasdaq value traded

US Derivatives: US Equity and Index/Other option contract volumes used
as a proxy

European Cash: Pan-European average daily value traded as reported by
Bloomberg

European Derivatives: Eurex Index and Equities contract volumes used as
a proxy

APAC Cash: Asia Pacific average daily value traded as reported by
Bloomberg

APAC Derivatives: HKEX Futures and Options contract volumes used as a
proxy
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Investment Banking

= ECM, DCM, M&A, Lending: global aggregate deal value as reported by
Dealogic, grossed up for the full period (quarter) using simple extrapolation
linear in time

Valuation Method and Risk Statement

Investment banks' revenues and earnings are influenced by the state of the global
economy as well as the levels and activity of the capital markets. The companies
are exposed to a number of risks including market risk, exchange-rate and interest-
rate fluctuations, as well as regulatory and taxation changes. Similar factors apply
to the interdealer brokers, where the majority of revenues derive from bank clients.
Barclays has operations outside of the UK, bringing sensitivities to the global
economy as well as FX risk. CS is exposed to a number of risks, including market
risk, exchange rate and interest rate fluctuations, as well as regulatory and taxation
changes. Deutsche Bank is influenced by the state of the global economy (in
particular Germany and the US) as well as the levels and activity of the capital
markets. In addition, Deutsche Bank's earnings generation is subject to credit
quality.

We value Barclays, BNP Paribas and Société Générale on a SOTP basis, while our
valuations of Credit Suisse and Deutsche Bank are based on single-stage Gordon
growth models.
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Required Disclosures

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

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

Analyst Certification: Each research analyst primarily responsible for the content of this research report, in whole or in
part, certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner,
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the research report.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage!' IB Services?
Buy FSR is > 6% above the MRA. 49% 32%
Neutral FSR is between -6% and 6% of the MRA. 38% 26%
Sell FSR is > 6% below the MRA. 14% 19%
Short-Term Rating Definition Coverage’® IB Services*

Stock price expected to rise within three months from the time

[o) [o)
the rating was assigned because of a specific catalyst or event. <1% <1%

Buy

Stock price expected to fall within three months from the time

[o) [o)
the rating was assigned because of a specific catalyst or event. <1% <1%

Sell

Source: UBS. Rating allocations are as of 31 March 2016.

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided
within the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

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

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

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

European IB Revenue Flash 1 July 2016 S UBS 23



http://www.ubs.com/disclosures

UBS AG: Daniele Brupbacher; Mate Nemes. UBS Limited: Ivan Jevremovic; Jason Napier, CFA. UBS Securities France
S.A.: Lorraine Quoirez.

Company Disclosures

Company Name Reuters 12-month rating Short-term rating Price Price date
Barclays3 3t 45,7, 16,18 BARC.L Buy N/A 139p 30Jun 2016
BNP Paribas2 4 56.7.22 BNPP.PA Buy N/A €39.76  30Jun 2016
Credit Suisse Groups. 7. 13.16.22 CSGN.S Buy N/A  CHF10.31  30Jun 2016
Deutsche Bank? 457,16 DBKGn.DE Neutral N/A €12.33  30Jun 2016
Société Généralez 467 22 SOGN.PA Buy N/A €28.21 30Jun 2016

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

pricing date

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.

3a. UBS Limited is acting as advisor to Bancopopular-e on the acquisition of Barclaycard operations in Spain and
Portugal

3b. UBS South Africa (Pty) Limited is advising Barclays Africa Group Limited (LBAGL") in relation to Barclays PLC
potential exit of its stake in BAGL

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

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

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

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

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).

16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

18. UBS has been granted conditional leniency or conditional immunity from antitrust authorities in certain jurisdictions
in connection with potential antitrust or competition law violations related to certain benchmark submissions. For
further information, please see the disclosures in UBS's current quarterly report.

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).

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk,
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research.
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Global Disclaimer
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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.

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;
(i) 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.

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management, which will also have sole discretion on the
timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation
to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings
history etc. as required by the Market Abuse Regulation, can be found on NEO. 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, and UBS's subsidiaries, branches and affiliates as a whole.

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 Controle 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 Espana SV, SA. UBS Securities Espana SV, SA is regulated by the Comisién Nacional del Mercado de Valores (CNMV).  Turkey:
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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) (i) 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
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 (O00). 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 Limited, Italy Branch. Where an analyst of UBS Limited,
Italy Branch has contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch. 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. Mexico: This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS
Grupo Financiero, S.A. de C.V. and is an affiliate of UBS AG. This document is intended for distribution to institutional or sophisticated investors only. Research reports
only reflect the views of the analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa,
S.A. de C.V., UBS Grupo Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable
disclosures, please see www.ubs.com/disclosures  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, (i) 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 Comissdo de Valores Mobilidrios (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). 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: Distributed 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) INF230951431, NSE (Currency Derivatives Segment) INE230951431, BSE (Capital Market
Segment) INBO10951437; merchant banking services bearing SEBI Registration Number: INMO00010809 and Research Analyst services bearing SEBI Registration
Number: INHO00001204. 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 been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months
preceding the date of distribution of the research report with respect to investment banking and/or non-investment banking securities-related services and/or non-
securities services. With regard to information on associates, please refer to the Annual Report at:
http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.html

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 2016. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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