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BPER 
Conversion into joint-stock company and 
withdrawal rights 
 

EGM for the conversion to be held on 26th November 
On Wednesday BPER called the EGM to approve the transformation from cooperative 
into a joint-stock company. The EGM will be held on 26th November. This is in line with 
the "popolari" banks reform, which imposed the transformation by the end of 2016. In 
our coverage Creval already called its EGM for the 28th October. These assemblies are 
called while both banks' shares enjoy a strong performance thanks to easing systemic 
concerns and (we believe misplaced) hopes of M&A. We continue to find the valuation 
of BPER and Creval attractive but see restructuring coming before consolidation. 

BPER withdrawal rights price set at €3.807. Reduced risk of capital depletion 
BPER has also communicated the price for the withdrawal rights (€3.807) based on the 
last six months' average price. This makes the rights currently c12% out-of-the-money, 
although the reference price will be the one after the EGM (see inside for details on the 
mechanics of withdrawal rights). We saw BPER as the most exposed bank to the risk of 
sub-optimal capital use through withdrawal (i.e. a buy-back at premium to the market) 
due to its abundant capital position, which would make it difficult to argue for full 
rights limitation. However the recent share performance should offer a partial offset. 

Rally driven by easing systemic concerns and (misplaced) M&A hopes 
Since our initiation last month, Buy-rated BPER and Creval are up 25%, while Neutral-
rated Carige is -3% and Credem -2%. Easing of systemic concerns for Italian banks and 
hopes of M&A following the approval of Banco BPM merger are the main drivers of the 
positive performance, in our view. We find the optimism on M&A largely misplaced (at 
least in the short to medium term) as banks will first have to focus on standalone 
restructuring and balance sheet healing. However we still see potential upside on the 
names coming from self-help and a further potential normalisation of sentiment on 
Italian banks if the outcome of the two key risk events ahead (referendum and MPS 
restructuring plan) is favourable. 

Valuation: attractive valuation, despite recent strong performance 
BPER trades on 0.44x our P/TBV estimate for 2017 and 7.3x our P/E estimate for 2018. 
Our Gordon growth-driven price target of €4.85 is based on 5.9% our ROTE estimate 
for 2018 and 11% COE, with no value attached to excess capital. 
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Highlights (€m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Revenues 2,247 2,217 2,371 2,065 2,067 2,107 2,146 2,184 
Profit before tax 67 58 214 162 294 437 541 634 
Net earnings (local GAAP) 7 15 221 112 188 279 346 406 
Net earnings (UBS) 13 15 55 112 188 279 346 406 
Tier 1 ratio % 9.2 10.9 11.3 14.3 14.3 14.5 14.8 15.3 
EPS (UBS, diluted) (€) 0.04 0.03 0.12 0.23 0.39 0.58 0.72 0.85 

 

Profitability/valuation 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
ROE (UBS) % 0.3 0.3 1.1 2.2 3.7 5.3 6.3 7.1 
P/PPOP (diluted) 2.0 2.9 3.2 2.5 2.5 2.3 2.2 2.1 
P/BV x 0.5 0.7 0.7 0.4 0.4 0.4 0.4 0.3 
P/BV (UBS) x 0.6 0.7 0.8 0.5 0.4 0.4 0.4 0.4 
P/E (UBS, diluted) NM NM 64.3 18.3 10.8 7.3 5.9 5.0 
Net dividend yield % 0.0 0.3 1.3 2.2 3.7 5.5 6.8 7.9 
Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a 
share price of €4.26 on 19 Oct 2016 19:35 BST 
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BPER Buy (Price target €4.85)  
 

UBS Research THESIS MAP a guide to our thinking and what's where in this report  

PIVOTAL QUESTIONS Q: How will BPER use its excess capital? 
Unclear, at this stage. Following the c300bps capital benefit of IRB adoption in 2Q16, the bank has 
not given any indication as to its intentions. We think the main options are likely two: deploying 
capital to take a more aggressive stance on NPLs, or using capital for inorganic growth through M&A. 
While the latter is a distinct possibility, we would favour the former given, among other reasons, the 
bank's high NPLs ratio (c24% gross). 

"Risks selectively skewed to the upside – Buy Creval (top pick) and BPER" 19/09/2016 

Q: Is the potential exercise of withdrawal rights a risk to excess capital? 
Less than we initially thought, if the shares do not suffer a significant sell-off before the EGM. In fact, 
withdrawal rights are currently c12% out-of-the-money. This should mitigate the risk we saw of BPER 
being most exposed to a sub-optimal capital use through withdrawal (a buy-back at premium to the 
market) due to its abundant capital position, which would make full limitations of the rights difficult. 

more 

Q: Will 2016E prove the bottom for BPER's NII? 
Yes, but we expect it to remain flat YoY in 2017E. BPER has suffered less than peers the reduced 
contribution of the ALCO portfolio, given the smaller size and longer duration. However, it suffered a 
large compression of the loan yield (c85bps in the last two years, we estimate), which we expect to 
slow in 2017E (-15bps YoY) and fade in 2018E. This, combined with improving cost of funding, mostly 
on bonds, should see NII bottom in 2016E and remain fairly stable in 2017E. 

"Risks selectively skewed to the upside – Buy Creval (top pick) and BPER" 19/09/2016 

UBS VIEW 

 

Following IRB models approval, BPER is the best-capitalised bank in Italy (14.1% CETR FL). This capital 
should offer a buffer to face potential systemic risk, unless it is used to fund inorganic growth. Even 
without additional restructuring, we forecast a 5.9% 2018E ROTE for a 0.44x P/TBV17E. 

EVIDENCE 

 

We have undertaken detailed modelling of the bank's capital and asset quality, and analysis of the 
company's costs structure and drivers. 

WHAT'S PRICED IN? The current share price reflects elevated asset quality concerns while attaching modest value to the 
bank's abundant excess capital, in our view. Moreover, the valuation also appears to discount some 
fears of capital being deployed in a sub-optimal fashion, e.g. in value-eroding M&A. 

UPSIDE / DOWNSIDE 
SPECTRUM 
 
 
 
 
 
 
 
 
 
 
 

 

 

Value drivers 
 

AUM 2016-18E 
CAGR (%) 

NIM 2018E (%) CoR 2018E (%) 
 

Adjusted 2018E net 
income (€m) 

€5.48 upside 7.7% 1.87% 0.65% 315 
€4.85 base 5.1% 1.87% 0.73% 279 
€3.30 downside 2.6% 1.82% 0.90% 188 
Source: UBS     

more 

COMPANY DESCRIPTION BPER is the seventh-largest Italian bank, with a lending market share of c2%. BPER focuses on 
commercial and retail banking, and has a strong presence in its home region of Emilia... 

more  
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BPER UBS Research 

 

PIVOTAL QUESTIONS return  

Q: Is the potential exercise of withdrawal rights a 
risk to excess capital? 
UBS VIEW 

Less than we initially thought, if the shares do not suffer a significant sell-off 
before the EGM on 26th November. In fact, the withdrawal rights are currently 
c12% out-of-the-money. We saw BPER as the most exposed bank to the risk 
of sub-optimal capital use through withdrawal (effectively a buy-back at 
premium to the market) due to its abundant capital position, which would 
make it difficult to argue for full rights limitation. However, if rights do not get 
significantly in-the-money, a sizable request to exercise withdrawal rights is 
unlikely. Even in the case of rights being exercised, we highlight that the 
capital used to meet withdrawal requests would not be fully eroded but rather 
returned to shareholders effectively via a buy-back, but only likely to happen at 
an above-market price. 

EVIDENCE 

We have reviewed in detail the mechanics, rules and terms of withdrawal 
rights considering the potential limitations allowed by the "popolari" banks 
reform. We have also reviewed the relevant precedents of other banks that 
already held their EGM to convert into joint-stock companies. 

WHAT'S PRICED IN? 

Thanks to the recent positive share performance, which made rights currently 
out-of-the-money, the market is now less concerned about the risk of capital 
being depleted by an off-market buy-back. 

 

 

Focus on withdrawal rights 
On Wednesday BPER called the EGM to approve the transformation from 
cooperative into a joint-stock company. The assembly will be held on 26th 
November. This is a consequence of the "popolari" banks reform implemented in 
2015 that forces all "popolari" banks to become joint-stock companies by the end 
of 2016. In our coverage, Creval already called its EGM for the 28th October. 

Given that the transformation changes the legal nature of the company from 
cooperative into joint-stock company, the law envisages that all shareholders that 
do not vote in favour of the transformation can exercise their withdrawal rights 
("diritti di recesso" in Italian), in which event they can ask for their shares to be 
bought back at a pre-agreed price. 

Why is it important? 

There are two reasons why we think withdrawal rights, despite being a rather 
technical point, are significant, and investors should keep an eye on them: 

(1) It may lead to excess capital being paid out to the shareholders 
exercising withdrawal rights. This can almost be considered a sort of buy-
back but with the risk, described below, of the shares being bought 
above market. 
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More generally, for most of the banks facing this risk (including BPER), 
returning capital to shareholders when it could be used for self-help, driving 
restructuring, is neither optimal nor desirable, in our view. 

(2) It might affect the technicals of the shares should investors that have 
exercised their rights have to hedge their position if the risk of rights being 
limited increases. 

How does it work? 

The transformation into joint-stock company is voted on by a general assembly. In 
the event of a vote in favour of transformation the company files a transformation 
resolution with the local company house, from which point shareholders have 15 
days to exercise their withdrawal rights. From that moment the shares become 
unavailable until payment is received by the shareholder or the shares are 
returned in the event rights were limited. This process might take up to six 
months, as before cancelling the shares (or repurchasing them) the company will 
offer them first to existing shareholders and, failing that, to the market. 

By the time of the assembly, each bank must have communicated the two essential 
components of the withdrawal rights to its shareholders: 

(1) Withdrawal price: this is the average price during the six months prior to 
the convocation of the assembly that determines the conversion into joint 
stock company (typically 30 days before the assembly itself), according to the 
Italian civil code. In the case of BPER this price is €3.807. 

(2) Withdrawal limitations conditions: the board can limit or postpone the 
repayment linked to the exercise of the rights, in view of the "prudential 
situation" of the bank and in particular its financial situation, liquidity, 
solvency and capital requirements1. Moreover any repayment needs to be 
approved by the regulator.  

The wording of the legislation and of the Bank of Italy circular leaves room for 
flexibility regarding the limitations the banks can impose. Given this flexibility we 
thought that BPER could be one of the few banks that might have to (at least 
partially) meet requests of withdrawal. In fact due to a very large excess capital we 
think it will likely find it more difficult to argue for a limitation on the grounds of 
"prudence". This was indeed confirmed on Wednesday, as the bank disclosed the 
methodology it will use. 

BPER has agreed to buy back shares as long as this does not bring its CET1 
ratio fully loaded below the aggregated CET1 ratio of the banks regulated 
by the SSM, as disclosed by the regulator2.  

According to the latest available data, BPER fully loaded ratio was 14.13% (June 
2016), while the aggregated CET1 ratio for the banks regulated by the SSM was 
13.52% (December 2015). Therefore, in theory and using the latest reported 
RWAs, BPER could buy back shares for c€192m or, using the withdrawal rights 
price, 50m shares (c10% of outstanding shares). This kind of buy back, while not 
the best use of capital in our view given the bank's asset quality, would be 

                                                        

1 Bank of Italy: Circular n.285 of 17th December 2013, Update n. 9 of 9th June 2015. 
2 While the SSM does not disclose whether the aggregated ratio it publishes is fully loaded or 
phased-in, given the latter is the official regulatory ratio we think the ratio BPER will be using 
to compare its fully-loaded ratio is actually phased-in. 
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significantly EPS accretive nonetheless. This is a clear mitigating factor for the 
depletion of capital. 

However, the actual amount of shares that the bank will be in a position to buy 
back can change over the coming months. In fact, following the auction processes 
discussed above, the bank will determine the amount of capital usable for the buy-
back by referring to the latest figures available for both the quantities above 
(possibly even publishing an ad-hoc CET1 ratio outside of the usual reporting 
dates). For a recent example of how significantly things can change between 
announcement and exercise of rights, we refer the reader to the case of UBI, 
reviewed below. 

It is also interesting to note that, among other more generic reasons, of why the 
capital ratio might decrease in the coming months BPER has identified the focus of 
markets and regulators on asset quality. While this is only a possibility flagged by 
the bank, a more aggressive stance on NPLs should be welcomed by the market, in 
our view. 

Partially offsetting the likely inability of BPER to fully limit rights exercises is the fact 
that currently the shares are trading at a c12% premium versus the withdrawal 
rights price (see Figure 1). For the time being this makes the rights out-of-the-
money. However, as described above, what will matter for the exercise of rights is 
the price immediately before and after the EGM.  

Also in our coverage, Creval rights are in the money (Figure 2), but the company 
has already informed shareholders that in order to preserve its capital position it 
will fully limit the rights by not repurchasing any share. 

Figure 1: BPER shares are now above the exercise price of 
the withdrawal rights…. 

 Figure 2: … while Creval rights are theoretically in the 
money, but the bank will not buy back any share 

 

 

 
Source: Datastream, Company data and UBS   Source:  Datastream, Company data and UBS 

Looking at precedents 

As a reference point, we think readers might be interested in the recent 
precedents of banks that went through the conversion process recently. So far, 
UBI, Veneto Banca, B.P. di Vicenza, BPM and Banco Popolare have held the EGM 
to convert from "popolari" into joint-stock companies. B.P di Vicenza and Veneto 
Banca did so when in breach of their capital requirements, and therefore were not 
in a position to accommodate any withdrawal rights request. BPM and Banco 
Popolare's EGMs approved the conversion into joint-stock company at the same 
time as approving their merger, therefore a decision on the potential limitation of 
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withdrawal rights has been left to the board of the new company. It is then the 
case of UBI the only one that can give some information regarding the possibility 
of partial limitation of withdrawal rights. 

More in detail, and slightly differently from BPER, UBI determined the limitation to 
the withdrawal rights by deciding to pay only the excess of its fully-loaded CET1 
ratio versus the following quantity ("barrier"): 

(𝑆𝑅𝐸𝑃 + 150𝑏𝑝𝑠) + 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝐶𝐸𝑇1 𝑆𝑆𝑀 𝑏𝑎𝑛𝑘𝑠 
2

 

where 150bps according to the company was "an estimated prudential 
assessment of the margin needed to withstand both growth in lending and 
potential market shocks", i.e. a management buffer. "Average CET1 SSM banks" 
was the European average CET1 ratio recorded by the ECB with reference to banks 
subject to the SSM, which in December 2015 stood at 13.5% (up from 12.5% a 
year earlier, used by UBI). This is the quantity used by BPER as well, and also in this 
case this ratio is likely on a phased-in basis while it was compared to the bank's 
fully-loaded ratio (lower than phase-in). 

Effectively, while the formula is set in advance, at the time of the application for 
the withdrawal rights shareholders will not know what amount of capital could be 
paid out as both the barrier and the CET1 ratio of the bank will be moving in 
subsequent months. Shareholders do not know either the amount of rights that 
will be exercised. 

In the case of UBI, the bank received withdrawal requests for 3.9% of its shares, 
equivalent to €258m at the withdrawal price (€7.288 per share) or a theoretical 
reduction of c40bps versus its fully-loaded CET1. In accordance with the law, the 
bank offered the shares first to existing shareholders and subsequently to the 
market; however, in the meantime the shares fell below the offering price and the 
auction was unsuccessful. Finally, in February 2016 the bank exercised the 
limitation to the rights as its fully-loaded CET1 ratio had fallen to 11.64% versus a 
threshold (determined using the formula above) of 11.62%. Therefore only 2bps 
of capital were used to repurchase shares. This compares with an excess of 59bps 
available for the rights exercise when the methodology was presented (September 
2015). 

According to the company's semi-annual report there have been three legal claims 
presented by shareholders requesting compensation for the losses incurred due to 
the limitation of their rights. The company deems its position in this debate 
"sound" and will ask for the claims to be dropped. 
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BPER UBS Research 
 

UPSIDE / DOWNSIDE SPECTRUM return  

 

Value drivers 
 

AUM 2016-18E 
CAGR (%) 

NIM 2018E (%) CoR 2018E (%) 
 

Adjusted 2018E net 
income (€m) 

€5.48 upside 7.7% 1.87% 0.65% 315 
€4.85 base 5.1% 1.87% 0.73% 279 
€3.30 downside 2.6% 1.82% 0.90% 188 
Source: UBS     

 

BPER is trading  
at €4.26 
(as of 19 October). 

 

Risk to the current share price is mildly skewed (1.3:1) to the upside 

BPER is trading at €4.26 (as of 19 October). 

Upside (€5.48): We assume a 7.7% 2016-18E AUM CAGR, 50% above our 
below-consensus base case, a NIM of 1.87%, in line with our base case, but a 
better cost of risk at 65bps. We arrive at €315m of adjusted net income and a 
6.6% ROTE. 

Base (€4.85): Our base case implies a 5.1% 2016-18E AUM CAGR, a NIM of 
1.87% and a cost of risk of 73bps. That yields €279m of adjusted net income and 
a 5.9% ROTE. 

Downside (€3.30): We assume a 2.6% 2016-18E AUM CAGR, half of our already 
below-consensus base case, a NIM of 1.82% and a cost of risk at 90bps. We arrive 
at €170m of adjusted net income and a 3.6% ROTE. 
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BPER UBS Research 
 

COMPANY DESCRIPTION return  

BPER is the seventh-largest Italian bank, with a lending 
market share of c2%. BPER focuses on commercial and 
retail banking, and has a strong presence in its home 
region of Emilia Romagna. 

Industry outlook 

BPER's home market is Italy. After several years of 
economic downturn, which led to a significant 
deterioration in banks’ asset quality, the country has 
recently experienced the first signs of stabilisation. This 
should allow for a continuation of the improving trend in 
cost of risk, although risks remain. Low rates affected 
banks' interest margins, but also allowed for strong fee 
generation in investment services. The sector could enter a 
consolidation phase, involving, in particular, small- and 
medium-sized banks. 

Revenues mix ex-trading (2015, %) 
 

  

Source: Company data and UBS 
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BPER (EMII.MI) 

Profit & Loss (€m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
Net income interest 1,290 1,292 1,228 1,167 -4.9 1,172 0.4 1,205 1,238 1,269 
Total non interest income 957 926 1,143 898 -21.4 894 -0.4 902 909 915 
Total income 2,247 2,217 2,371 2,065 -12.9 2,067 0.1 2,107 2,146 2,184 
Total cash expenses (1,184) (1,191) (1,167) (1,184) -1.5 (1,167) 1.4 (1,145) (1,137) (1,133) 
Pre-depreciation operating profit 1,063 1,026 1,203 881 -26.8 899 2.1 962 1,009 1,051 
Depreciation & amort (excl. goodwill) (66) (70) (80) (75) 6.5 (75) 0.0 (75) (75) (75) 
Operating profit pre provisions 997 956 1,123 806 -28.2 824 2.3 887 934 976 
Total provisions (906) (897) (790) (604) 23.5 (505) 16.5 (425) (368) (317) 
Operating profit post provisions 91 59 333 202 -39.5 319 58.3 462 566 659 
Income from associates & JVs (pre-tax) (15) (1) (21) (36) -69.9 (25) 30.6 (25) (25) (25) 
Other pre-tax items 0 0 0 0 - 0 - 0 0 0 
Profit before tax (UBS) 76 58 312 166 -46.9 294 77.6 437 541 634 
Exceptionals (incl goodwill) (9) 0 (99) (4) 95.9 0 - 0 0 0 
Profit before tax 67 58 214 162 -24.3 294 82.0 437 541 634 
Tax (52) (28) 6 (49) - (97) -100.2 (144) (179) (209) 
Profit after tax 15 30 219 113 -48.4 197 74.2 293 362 425 
Other post-tax items 1 0 0 0 - 0 - 0 0 0 
Preference dividends 0 0 0 0 - 0 - 0 0 0 
Minorities (9) (15) 1 (2) - (9) NM (13) (16) (19) 
Net earnings (local GAAP) 7 15 221 112 -49.4 188 68.8 279 346 406 
Net earnings (before pref divs) 7 15 221 112 -49.4 188 68.8 279 346 406 
Net earnings (UBS) 13 15 55 112 101.7 188 68.8 279 346 406 

 

Per share (€) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
EPS (local GAAP, basic) 0.02 0.03 0.46 0.23 -49.4 0.39 68.8 0.58 0.72 0.85 
EPS (UBS, diluted) 0.04 0.03 0.12 0.23 101.7 0.39 68.8 0.58 0.72 0.85 
PPOP (diluted) 2.72 2.26 2.34 1.68 -28.2 1.72 2.3 1.85 1.95 2.03 
Net DPS 0.00 0.02 0.10 0.09 -7.0 0.16 68.8 0.23 0.29 0.34 
BVPS 11.02 10.15 10.47 10.49 0.2 10.79 2.9 11.22 11.71 12.27 
BVPS (UBS) 9.67 9.11 9.40 9.44 0.5 9.74 3.2 10.17 10.66 11.22 

 

Balance sheet (€m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
Banking assets (year end) 61,758 60,653 61,261 63,065 2.9 63,953 1.4 64,857 65,780 66,722 
Banking assets (average) 61,698 61,205 60,957 62,163 2.0 63,509 2.2 64,405 65,319 66,251 
Total assets (year end) 61,758 60,653 61,261 63,065 2.9 63,953 1.4 64,857 65,780 66,722 
Risk weighted assets (RWA) (year end) 43,351 40,692 40,102 31,499 -21.5 32,250 2.4 32,973 33,685 34,390 
Risk weighted assets (RWA) (average) 44,055 42,021 40,397 35,800 -11.4 31,874 -11.0 32,612 33,329 34,037 
Customer loans 46,515 43,920 43,703 44,358 1.5 45,245 2.0 46,150 47,073 48,015 
Customer loans (average) 47,282 45,217 43,811 44,031 0.5 44,802 1.8 45,698 46,612 47,544 
Interest earning assets (average) 57,379 56,590 56,179 57,522 2.4 59,097 2.7 59,993 60,907 61,839 
Customer deposits 33,681 33,964 35,888 36,353 1.3 36,977 1.7 37,746 38,063 38,384 
Common s/h equity (year end) 4,033 4,870 5,025 5,034 0.2 5,178 2.9 5,382 5,616 5,883 
Common s/h equity (average) 4,048 4,452 4,947 5,029 1.7 5,106 1.5 5,280 5,499 5,750 
Total SHF (equity, pref & MI) (year end) 4,712 5,510 5,652 5,710 1.0 5,863 2.7 6,080 6,331 6,617 
Total SHF (equity, pref & MI) (average) 4,737 5,111 5,581 5,681 1.8 5,787 1.9 5,971 6,205 6,474 
Net tangible assets 4,221 5,012 5,137 5,207 1.4 5,359 2.9 5,576 5,827 6,113 

 

Balance sheet structure (%) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
Loans / banking assets (year end) 75.3 72.4 71.3 70.3 -1.4 70.7 0.6 71.2 71.6 72.0 
Deposits / banking assets (year end) 54.5 56.0 58.6 57.6 -1.6 57.8 0.3 58.2 57.9 57.5 
Loans / deposits 138.1 129.3 121.8 122.0 0.2 122.4 0.3 122.3 123.7 125.1 
Total SHF / banking assets (year end) 7.6 9.1 9.2 9.1 -1.9 9.2 1.2 9.4 9.6 9.9 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts.  
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Capital adequacy (€m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Tier 1 capital 3,991 4,443 4,528 4,496 4,612 4,784 4,996 5,245 
Total capital 5,037 4,455 4,825 4,882 4,998 5,169 5,382 5,631 
Risk weighted assets (RWA) (year end) 43,351 40,692 40,102 31,499 32,250 32,973 33,685 34,390 
Core tier 1 ratio % 9.2 10.9 11.2 14.2 14.2 14.4 14.8 15.2 
Tier 1 ratio % 9.2 10.9 11.3 14.3 14.3 14.5 14.8 15.3 
Total capital ratio % 11.6 10.9 12.0 15.5 15.5 15.7 16.0 16.4 
Tangible equity 3,542 4,372 4,509 4,530 4,674 4,878 5,113 5,380 
Equity / assets % 6.5 8.0 8.2 8.0 8.1 8.3 8.5 8.8 
Tangible equity to tangible assets % 5.8 7.3 7.4 7.2 7.4 7.6 7.8 8.1 

 

Asset quality (€m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Non performing assets 10,214 10,998 11,395 11,234 11,007 10,613 10,175 9,652 
Total risk reserves 4,041 4,682 5,240 5,085 5,131 5,092 4,997 4,858 
NPLs / loans % 20.2 22.6 23.3 22.7 21.8 20.7 19.5 18.3 
NPL coverage % 39.6 42.6 46.0 45.3 46.6 48.0 49.1 50.3 
Provision charge / average loans % 1.9 1.9 1.7 1.3 1.0 0.9 0.7 0.6 
Net NPAs / shareholders funds % 131.0 114.6 108.9 107.7 100.2 90.8 81.8 72.4 

 

Profitability (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Net interest margin (avg assets) 2.09 2.11 2.01 1.88 1.85 1.87 1.89 1.92 
Provisions / operating profit 90.9 93.8 70.3 75.0 61.3 48.0 39.4 32.5 
ROE (UBS earnings) 0.3 0.3 1.1 2.2 3.7 5.3 6.3 7.1 
RoAdjE (UBS earnings & equity) 0.4 0.4 1.2 2.5 4.1 5.9 6.9 7.7 
RoRWA (UBS) 0.05 0.07 0.13 0.32 0.62 0.90 1.09 1.25 
RoA (UBS earnings) 0.02 0.05 0.36 0.18 0.31 0.45 0.55 0.64 

 

Productivity (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Cost income ratio 55.6 56.9 52.6 61.0 60.1 57.9 56.5 55.3 
Cost / average assets 2.03 2.06 2.05 2.03 1.96 1.89 1.86 1.82 
Compensation expense ratio 43.8 45.1 40.6 49.1 48.2 45.8 44.4 43.3 

 

Growth (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Revenue 2.0 -1.3 6.9 -12.9 0.1 2.0 1.9 1.8 
Operating profit pre provisions -0.4 -4.1 17.5 -28.2 2.3 7.6 5.3 4.5 
Net earnings (UBS) - 13.6 273.9 101.7 68.8 48.3 23.9 17.1 
Net DPS - - 400.0 -7.0 68.8 48.3 23.9 17.1 
Total assets (year end) 0.2 -1.8 1.0 2.9 1.4 1.4 1.4 1.4 
Customer loans -3.2 -5.6 -0.5 1.5 2.0 2.0 2.0 2.0 
Customer deposits 4.3 0.8 5.7 1.3 1.7 2.1 0.8 0.8 

 

Value (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Market cap/revenues 0.9 1.3 1.5 1.0 1.0 1.0 1.0 0.9 
Market cap/deposits 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
P/PPOP (diluted) 2.0 2.9 3.2 2.5 2.5 2.3 2.2 2.1 
P/E (local GAAP, basic) NM NM 16.1 18.3 10.8 7.3 5.9 5.0 
P/E (UBS, diluted) NM NM 64.3 18.3 10.8 7.3 5.9 5.0 
Net dividend yield % 0.0 0.3 1.3 2.2 3.7 5.5 6.8 7.9 
P/BV x 0.5 0.7 0.7 0.4 0.4 0.4 0.4 0.3 
P/BV (UBS) x 0.6 0.7 0.8 0.5 0.4 0.4 0.4 0.4 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts. 
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Forecast returns 

Forecast price appreciation +13.9% 

Forecast dividend yield 3.7% 

Forecast stock return +17.6% 

Market return assumption 4.9% 

Forecast excess return +12.7% 

 
  

Valuation Method and Risk Statement 

BPER: We have used a traditional Gordon growth methodology for valuation. Our 
price target of €4.85 is based on 5.9% ROTE 2018E and 11% COE, with no value 
attached to excess capital, given the lack of clear indication about its final use. 
 
Creval: Our Gordon growth-derived price target of €0.55 is based on 4.7% 
adjusted ROTE in 2018E and a 12% COE, higher than peers to reflect execution 
risks linked to the restructuring plan, and excess capital of c€90m versus an 11% 
threshold. 
 
Credem: We have used a traditional Gordon growth methodology for valuation. 
Our price target of €5.55 is based on 8.1% adjusted ROTE in 2018E, 9.5% COE 
and c€220m excess capital, versus an 11% threshold. 
 
Carige: as we expect the bank to demonstrate its underlying profitability only from 
2019E, we base our Gordon growth valuation on that year. Our €0.35 target price 
is based on a 2.4% adjusted ROTE, 12% COE and a c€80 capital shortfall versus 
an 11% threshold. 
 
Risks: Industry-wide…. 
 
The Italian domestic banks are exposed to macro risks, asset quality risks, 
unexpected changes in interest rates, a slowdown of the savings industry, 
regulatory and operational risks, and potential M&A activity, with positive or 
negative implications for shareholders.  
 
Company-specific… 
 
BPER: sub-optimal use of excess capital and further NII deterioration are the main 
risks. 
 
Creval: the main risks are linked to the execution of the expected restructuring, 
including a lack or delay of IRB model 
approval. 
 
Credem: lower-than-expected loan growth and margins pressure are the main 
risks. 
 
Carige: regulatory pressure to raise capital is the main risk. 
. 
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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. This recommendation was 
finalized on: 20 October 2016 12:25 AM GMT.  

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. 45% 28% 

Neutral FSR is between -6% and 6% of the MRA. 39% 25% 

Sell FSR is > 6% below the MRA. 15% 17% 

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. <1% <1% 

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

Source: UBS. Rating allocations are as of 30 September 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.  

http://www.ubs.com/disclosures
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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. 

UBS Limited:  Francesco Di Giambattista; Ignacio Cerezo.   

Company Disclosures 

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

BPER7 EMII.MI Buy N/A €4.26 19 Oct 2016 

Carige4, 5, 7 CRGI.MI Neutral N/A €0.31 19 Oct 2016 

Credem7 EMBI.MI Neutral N/A €5.12 19 Oct 2016 

Credito Valtellinese PCVI.MI Buy N/A €0.42 19 Oct 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 
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. 
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. 

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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Carige (€) 
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Global Disclaimer 
This document has been prepared by UBS Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a "System"). It may also be made available through third party 
vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global Research to a client may 
vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and 
investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal 
and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

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; 

(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. 

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 Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this 
document, the document is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and 
UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed 
by UBS Limited and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  
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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) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of 
the securities abroad by residents of the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated 
by the Polish Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this 
document, the document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce.   Russia:  Prepared and 
distributed by UBS Bank (OOO).   Switzerland:  Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial 
Market Supervisory Authority (FINMA).   Italy:  Prepared by UBS Limited and distributed by UBS Limited and UBS 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, (ii) insurance firms and investment capital companies, (iii) supplementary pension 
entities, (iv) entities that hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi) 
securities portfolio managers and securities consultants duly authorized by Comissão de Valores Mobiliários (CVM), regarding their own investments, and (vii) social 
security systems created by the Federal Government, States, and Municipalities.   Hong Kong:  Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong 
Branch.   Singapore:  Distributed by UBS Securities Pte. Ltd. [MCI (P) 007/09/2016 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. UBS New Zealand Ltd is not a registered bank in New Zealand. 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) INB010951437; merchant banking services bearing SEBI Registration Number: INM000010809 and 
Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the subject 
Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-investment banking securities-
related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have 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  
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