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APAC Equity Strategy 
Commodity crunch: the key client question 
 

How soon will lower commodities lift earnings? 
We've been highlighting lower commodity prices as a key support for Asian earnings, 
but the key question from clients is how quickly will this feed into better margins, and 
how soon will companies erode these gains through price cuts? To help answer this 
question we sought expertise from current and former industry experts consisting of 
CEOs, other C-suite executives, senior managers and procurement managers, totalling 
39 responses across five key sectors. 

We asked the experts – it should start feeding through within three months 
The transport sector is expected to benefit quickest with margins forecast to improve 
within 3 months. The benefit for autos and construction/engineering may take time to 
feed through, but autos are expected to start to pass on some of the gains to 
consumers almost instantly, whereas construction/engineering should hold on to their 
better margins for longer. Figure 1 summarises the margin "sweet spot" for each of 
the five sectors – i.e. the best period for margin expansion before the benefits begin to 
fade from price cuts (although some margin uplift is likely to still remain). 

From super-cycle to profit cycle 
As we've been saying all year, lower commodity prices should underpin margins and 
help drive c.10% earnings growth both this year and next. In our previous report: 
Commodity Crunch: Asia's earnings beneficiaries we identified the sector and stock 
implications of lower commodity prices, and summarised the key commodity exposures 
and potential impact to earnings for almost 300 companies in the region. 

Key beneficiaries 
We update our list of stocks that should benefit on page 5. These are UBS Buy rated 
stocks that have either good earnings momentum or attractive valuations. Stocks 
include: Cathay Pacific, Hyundai E&C, Tingyi Cayman Islands, Toray and Toyota Motor. 

 

Figure 1: Margin "sweet spots" - how quickly lower commodity prices feed into 
better margins vs. how quickly price cuts start to erode those margin gains 

 
Note: Based on rough averages from survey respondents. Blue bars represent the time period between margins 
starting to benefit from lower commodity prices and the point at which price cuts start to erode margins. 
Source: UBS estimates based on a survey of industry experts 
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Falling commodity prices will be a major support for corporate profits in Asia. We 
estimate that commodities are around 30% of the cost base for companies in this 
region from energy and raw materials inputs, and therefore more significant than 
wages. Last month we published a detailed analysis of how lower commodity 
prices should feed through to operating profits for almost 300 companies with the 
help of our analysts – click here to see the full publication.  

Figure 2: Asia ex Jp EBIT margins vs CRB index (inverted) 

 
Source:  Worldscope, IBES, Thomson Datastream, UBS estimates 

But the key question is just how quickly will lower commodity prices feed into 
better margins, and how quickly will companies start to erode these gains through 
price cuts? To answer this, we've sought the experts and have conducted a survey 
of current and former industry executives consisting of CEOs, other C-suite 
executives, senior managers and procurement managers. In total we have analysed 
39 responses across five key industries that should benefit from lower commodity 
prices: autos, chemicals, construction & engineering, food & beverage producers 
and transport. 

So what do the experts say?  

Key takeaways: 

 Transport likely to benefit quickest – margins should improve within 3 months. 

 Autos and construction & engineering will benefit with a lag – it may take at 
least 6 months for lower prices to start to feed into better operating profits. 

 Benefits for autos are expected to start to be eroded very rapidly, with price 
cuts starting almost as soon as the benefits are felt. 

 Construction & engineering is expected to hold on to its gains longest, despite 
the long wait for the benefits to be seen. 

It's important to note that we ask when margins start to be eroded, so it is likely 
that companies will be able to maintain some of the benefits and should therefore 
continue to see some margin uplift beyond this period. 

Autos: Lower input costs (e.g. steel and aluminium) could take at least six months 
to feed into better margins for the auto manufacturers, with the lower cost of 
parts/components taking time to work through the manufacturing chain. 
Interestingly though, they may not hold on to all of these gains for long with price 
cuts likely to follow pretty quickly, according to our experts.  
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Figure 3: Autos: How long will it take for lower 
commodity prices to feed into better profit margins? 

 Figure 4: Autos: how long before the competitive 
environment starts to erode these margin gains? 

 

 

 
Source:  UBS.  Survey responses of 7 industry experts.  Source:  UBS.  Survey responses of 7 industry experts. 

Chemicals: Lower input costs, principally oil, could very quickly feed into better 
margins – 6 of the 7 responses indicate within six months. Price cuts should come 
through with a small lag, but likely within a year. 

Figure 5: Chemicals: How long will it take for lower 
commodity prices to feed into better profit margins? 

 Figure 6: Chemicals: how long before the competitive 
environment starts to erode these margin gains? 

 

 

 
Source:  UBS.  Survey responses of 7 industry experts.  Source:  UBS.  Survey responses of 7 industry experts. 

Construction & Engineering: Lower fuel and material costs are likely to take time 
to feed into construction & engineering margins, but equally there is a long lag 
time on these margins being eroded, with price cuts likely to take a year or so to 
come through. 

Figure 7: Con & Eng: How long will it take for lower 
commodity prices to feed into better profit margins? 

 Figure 8: Con & Eng: how long before the competitive 
environment starts to erode these margin gains? 

 

 

 
Source:  UBS.  Survey responses of 9 industry experts.  Source:  UBS.  Survey responses of 9 industry experts. 
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Food & Beverage producers: Margins should quickly benefit from falling food 
input prices, with all respondents estimating margins benefiting within six months. 
Any benefit may be relatively short lived with prices likely to reflect lower costs 
within a year.  

Figure 9: Food & Bev: How long will it take for lower 
commodity prices to feed into better profit margins? 

 Figure 10: Food & Bev: how long before the competitive 
environment starts to erode these margin gains? 

 

 

 
Source:  UBS.  Survey responses of 8 industry experts.  Source:  UBS.  Survey responses of 8 industry experts. 

Transport: The sector is likely to feel the benefit fastest of all sectors with the 
majority of respondents estimating better margins within three months. As we 
highlighted in our previous publication, many transport stocks can be extremely 
sensitive to small changes in the oil price given low operating profits. But gains 
may quickly start to fade with our experts anticipating price cuts within six months. 

Figure 11: Transport: How long will it take for lower 
commodity prices to feed into better profit margins? 

 Figure 12: Transport: how long before the competitive 
environment starts to erode these margin gains? 

 

 

 
Source:  UBS.  Survey responses of 8 industry experts.  Source:  UBS.  Survey responses of 8 industry experts. 
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Who are the main beneficiaries?  

This publication focusses on just five key sectors that should benefit from 
structurally lower commodity prices. We wrote more on this subject in our recent 
report: "Commodity crunch: Asia's earnings beneficiaries" where we outlined 
which sub-sectors should benefit or suffer from the commodity crunch. With the 
help of our analysts we estimated the potential impact for almost 300 stocks in 
Asia. Figure 13 below highlights a selection of stocks that should benefit and are 
favoured by our analysts (Buy rated). In addition these companies are also seeing 
earnings upgrades and/or have attractive valuations relative to the market 
compared to history. 

Transport stocks are likely to be the earliest beneficiaries and are very sensitive to 
moves in the oil price given low operating margins. Our transport analyst, Eric Lin, 
see Cathay Pacific as a quality cyclical that should benefit from the oil price given 
that c.40% of operating cost is fuel. Oil should also support some of the chemicals 
names, like Toray given Naphtha is a key material for them which is derived from 
refining oil. 

Among the consumer names, we continue to like Tingyi Cayman Islands, a UBS 
Key Call. Our analyst Christine Peng sees a 2014 margin turnaround and believes 
that a 10% fall in all major raw materials (mainly PET resin which is used for 
packaging, but also palm, flour and sugar which is used in production) would likely 
see operating profits rise 40%. 

Among the sectors that should benefit later, we like Hyundai E&C. Our analyst 
Yong-Suk Son estimates that steel is 29% of the raw material used and a 10% 
decline in its price would likely increase operating profits by 17-21%. In the autos 
sector we would highlight Toyota Motor which should be a major beneficiary 
amongst the Japanese autos stocks given 65% of its production is overseas and it 
should therefore see a greater impact from lower material prices in the current 
weak Yen environment. 

Figure 13: A selection of UBS Buy rated stocks that should benefit from lower commodity prices 

 
Source:  UBS estimates 

 

Attractive Valuations Good earnings momentum

Ajinomoto Oil India

China Communications Construction Anta Sports Products KEPCO

Mahindra & Mahindra Japan Airlines Asahi Group Holdings Maruti Suzuki India

Astra International China Southern Airlines Asian Paints Ltd. Mazda Motor

Hyundai Motor Tata Motors Ltd. Britannia Industries Mitsubishi Heavy Industries

Kia Motors Dongfeng Motor Cathay Pacific Obayashi

Hyundai E&C Suntory Beverage & Food Limited China Resources Power Oil & Natural Gas Corporation

Tata Power China State Construction International Datang Intl Power Sekisui House

NTPC Limited Orient Overseas (International) Limited Eicher Motors Limited Shimizu

Nippon Yusen China Railway Construction ENN Energy Holdings Tenaga Nasional

Reliance Industries Sumitomo Chemical Fuji Heavy Industries Thai Beverage

Tingyi Cayman Islands Nestle India Ltd. Giant Manufacturing Toray

Hankook Tire Co Ltd Kuraray Hitachi Chemical Toyota Motor

Daewoo Shipbuilding & Marine Engineering Huadian Fuxin Energy Kajima

Huadian Power Intl Gamuda

Huaneng Power Intl
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Figure 14: Sector winners () and losers () of falling commodity prices 

 

O
il 

& 
G

as
 

Co
al

 

St
ee

l /
 Ir

on
 O

re
 

Co
pp

er
 

Al
um

in
iu

m
 

Ru
bb

er
 

W
he

at
 

Co
rn

 

Co
tto

n 

Utilities   
 
 

     
Machinery & Equipment manufacturers 

  
   

    
Automobile manufacturers  

 
 

 
 

    
Tire manufacturers  

    
 

   
Food & Beverage producers  

   
 

 
  

 
Footwear manufacturers  

    
 

  
 

Homebuilders 
  

 
      

Construction & Engineering  
 
  

     
Energy intensive industries    

       
Transport  

        
Cement producers   

       
Electrical Equipment 

  
   

    
Shipbuilding 

  
 

      
Apparel retailers 

        
 

Steelmakers    
      

Agricultural Chemicals  
     

   
Chemicals and refining  

    
 

  
 

Agricultural machinery 
  

 
 
 

 
  

 
Oil & Gas companies  

        
Oil drilling equipment suppliers  

 
 

      
Mining equipment suppliers 

 
    

    
Miners      

    
Source: UBS estimates 

 

 

 

 

 

 

 

 
    

Statement of Risk 

Although there are many uncertainties with equity investing, generally economic 
and policy surprises pose the most consistent and continuous risks. Economic 
growth can be volatile, leading to earnings uncertainty. Inflation volatility can 
likewise lead to interest rate uncertainty. The direction and level of policy rates has 
a substantial impact upon equity valuations.     
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Required Disclosures 

This report has been prepared by UBS Securities Asia 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. 

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

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 47% 34% 

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

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

Short-Term Rating Definition Coverage3 IB Services4 

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

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

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

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

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

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

UBS AG Hong Kong Branch:  Niall MacLeod; Matthew Gilman; Yuka Murata.   
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Company Disclosures 

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

Ajinomoto5 2802.T Buy N/A ¥2,302.5 21 Nov 2014 

Anta Sports Products 2020.HK Buy N/A HK$15.58 24 Nov 2014 

Asahi Group Holdings 2502.T Buy N/A ¥3,651.0 21 Nov 2014 

Asian Paints Ltd. ASPN.BO Buy N/A Rs689.75 24 Nov 2014 

Astra International ASII.JK Buy N/A Rp7,100 24 Nov 2014 

Britannia Industries BRIT.BO Buy N/A Rs1,656.60 24 Nov 2014 

Cathay Pacific 0293.HK Buy N/A HK$15.80 24 Nov 2014 

China Communications Construction4, 5, 16a 1800.HK Buy N/A HK$7.76 24 Nov 2014 

China Railway Construction2, 4 1186.HK Buy N/A HK$8.78 24 Nov 2014 

China Resources Power 0836.HK Buy N/A HK$21.55 24 Nov 2014 

China Southern Airlines16b 1055.HK Buy N/A HK$3.25 24 Nov 2014 

China State Construction International 3311.HK Buy N/A HK$11.30 24 Nov 2014 

Daewoo Shipbuilding & Marine Engineering 042660.KS Buy N/A Won22,500 24 Nov 2014 

Datang International Power 0991.HK Buy N/A HK$4.44 24 Nov 2014 

Dongfeng Motor 0489.HK Buy N/A HK$11.62 24 Nov 2014 

Eicher Motors Limited EICH.BO Buy N/A Rs14,615.20 24 Nov 2014 

ENN Energy Holdings2, 3, 4, 5 2688.HK Buy N/A HK$47.50 24 Nov 2014 

Fuji Heavy Industries 7270.T Buy N/A ¥4,247.5 21 Nov 2014 

Gamuda GAMU.KL Buy N/A RM5.21 24 Nov 2014 

Giant Manufacturing 9921.TW Buy N/A NT$269.50 24 Nov 2014 

Hankook Tire Co Ltd 161390.KS Buy N/A Won52,700 24 Nov 2014 

Hitachi Chemical 4217.T Buy N/A ¥2,187 21 Nov 2014 

Huadian Fuxin Energy Corporation2, 4, 5 0816.HK Buy N/A HK$4.33 24 Nov 2014 

Huadian Power International2, 4, 5 1071.HK Buy N/A HK$6.60 24 Nov 2014 

Huaneng Power International16b 0902.HK Buy N/A HK$9.00 24 Nov 2014 

Hyundai E&C5 000720.KS Buy N/A Won48,350 24 Nov 2014 

Hyundai Motor2 005380.KS Buy N/A Won171,500 24 Nov 2014 

Japan Airlines5 9201.T Buy N/A ¥3,320 21 Nov 2014 

Kajima 1812.T Buy N/A ¥469 21 Nov 2014 

KEPCO5, 16b 015760.KS Buy N/A Won43,800 24 Nov 2014 

Kia Motors 000270.KS Buy N/A Won55,900 24 Nov 2014 

Kuraray 3405.T Buy N/A ¥1,396 21 Nov 2014 

Mahindra & Mahindra MAHM.BO Buy N/A Rs1,249.75 24 Nov 2014 

Maruti Suzuki India MRTI.BO Buy N/A Rs3,346.05 24 Nov 2014 

Mazda Motor 7261.T Buy N/A ¥2,961.0 21 Nov 2014 

Mitsubishi Heavy Industries 7011.T Buy N/A ¥675.6 21 Nov 2014 

Nestle India Ltd.22 NEST.BO Buy N/A Rs6,297.05 24 Nov 2014 

Nippon Yusen 9101.T Buy N/A ¥314 21 Nov 2014 

NTPC Limited NTPC.BO Buy N/A Rs142.80 24 Nov 2014 

Obayashi 1802.T Buy N/A ¥761 21 Nov 2014 

Oil & Natural Gas Corporation1, 5 ONGC.BO Buy N/A Rs380.70 24 Nov 2014 
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Company Name Reuters 12-month rating Short-term rating Price Price date 

Oil India OILI.BO Buy N/A Rs595.20 24 Nov 2014 

Orient Overseas (International) Limited 0316.HK Buy N/A HK$45.90 24 Nov 2014 

Reliance Industries4, 5 RELI.BO Buy N/A Rs984.60 24 Nov 2014 

Sekisui House 1928.T Buy N/A ¥1,580.0 21 Nov 2014 

Shimizu 1803.T Buy N/A ¥813 21 Nov 2014 

Sumitomo Chemical 4005.T Buy N/A ¥424 21 Nov 2014 

Suntory Beverage & Food Limited 2587.T Buy N/A ¥4,210 21 Nov 2014 

Tata Motors Ltd.16b TAMO.BO Buy N/A Rs526.60 24 Nov 2014 

Tata Power TTPW.BO Buy N/A Rs91.75 24 Nov 2014 

Tenaga Nasional TENA.KL Buy N/A RM14.46 24 Nov 2014 

Thai Beverage5 TBEV.SI Buy N/A S$0.70 24 Nov 2014 

Tingyi Cayman Islands 0322.HK Buy N/A HK$18.50 24 Nov 2014 

Toray 3402.T Buy N/A ¥920.5 21 Nov 2014 

Toyota Motor16b 7203.T Buy N/A ¥7,089 21 Nov 2014 

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

1. UBS is acting as manager/co-manager, underwriter, placement or sales agent in regard to an offering of securities 
of this company/entity or one of its affiliates. 

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. 

3. UBS is acting as financial adviser to ENN Energy Holdings Ltd in its investment into Sinopec Marketing Co Ltd, a 
wholly-owned subsidiary of China Petroleum & Chemical Corporation. 

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. 

16a. UBS Securities (Hong Kong) Limited is a market maker in the HK-listed securities of this company. 
16b. 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). 

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

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

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

(i) valuation or accounting purposes; 

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

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

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

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

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 
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United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACP (Autorité 
de Contrôle Prudentiel) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the document 
is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS 
Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed by UBS Limited and UBS 
Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  Distributed by UBS Limited. No 
information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of 
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish 
Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the 
instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the prior approval of the 
Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of 
the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce.   Russia:  Prepared and distributed by UBS 
Securities CJSC.   Switzerland:  Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory 
Authority (FINMA).   Italy:  Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A. UBS Italia Sim S.p.A. is regulated by the Bank of Italy and 
by the Commissione Nazionale per le Società e la Borsa (CONSOB). Where an analyst of UBS Italia Sim S.p.A. has contributed to this document, the document is also 
deemed to have been prepared by UBS Italia Sim S.p.A.   South Africa:  Distributed by UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorised 
Financial Services Provider.   Israel:  This material is distributed by UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the 
Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities 
Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as 
required from a licensee under the Israeli Advisory Law. UBS may engage among others in issuance of Financial Assets or in distribution of Financial Assets of other 
issuers for fees or other benefits. UBS Limited and its affiliates may prefer various Financial Assets to which they have or may have Affiliation (as such term is defined 
under the Israeli Advisory Law). Nothing in this Material should be considered as investment advice under the Israeli Advisory Law. This Material is being issued only to 
and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any 
other persons.   Saudi Arabia:  This document has been issued by UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares, 
incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved 
by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial register number 
1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by 
the Capital Market Authority to conduct securities business under license number 08113-37.   United States:  Distributed to US persons by either UBS Securities LLC or 
by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a   ‘non-US affiliate’ ) 
to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-
US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this 
document must be effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate.   Canada:  Distributed by UBS Securities 
Canada Inc., a registered investment dealer in Canada and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct 
business in Canada or is otherwise exempt from registration.   Brazil:  Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to 
persons who are eligible investors residing in Brazil, which are considered to be: (i) financial institutions, (ii) insurance firms and investment capital companies, (iii) 
supplementary pension entities, (iv) entities that hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v) 
investment funds, (vi) securities portfolio managers and securities consultants duly authorized by Comissão de Valores Mobiliários (CVM), regarding their own 
investments, and (vii) social security systems created by the Federal Government, States, and Municipalities.   Hong Kong:  Distributed by UBS Securities Asia Limited 
and/or UBS AG, Hong Kong Branch.   Singapore:  Distributed by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 and Co. Reg. No.: 198500648C] or UBS AG, Singapore 
Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an 
exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by 
the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent 
and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289).   Japan:  Distributed by UBS Securities Japan Co., 
Ltd. to professional investors (except as otherwise permitted). Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. 
is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to 
foreign exchange and other banking businesses when relevant.   Australia:  Clients of UBS AG: Distributed by UBS AG (Holder of Australian Financial Services License 
No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). Clients of 
UBS Wealth Management Australia Ltd: Distributed by UBS Wealth Management Australia Ltd (Holder of Australian Financial Services Licence No. 231127). This 
Document contains general information and/or general advice only and does not constitute personal financial product advice. As such, the Information in this document 
has been prepared without taking into account any investor’s objectives, financial situation or needs, and investors should, before acting on the Information, consider 
the appropriateness of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the 
acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product 
Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any 
decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg.   New 
Zealand:  Distributed by UBS New Zealand Ltd. The information and recommendations in this publication are provided for general information purposes only. To the 
extent that any such information or recommendations constitute financial advice, they do not take into account any person’s particular financial situation or goals. We 
recommend that recipients seek advice specific to their circumstances from their financial advisor.   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. (Corporate Identity Number 
U67120MH1996PTC097299) 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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