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CMS Energy Corporation 
Leaning Into Their Bonus 
 

Increases 2017+ EPS CAGR by 1% to 6%-8% despite bonus depreciation drag 
Management increased the long-term EPS growth target to 6%-8% from 2017 
through at least 2025 despite taking in about $600M of cash from deferred taxes 
under bonus depreciation that reduces ratebase.  The key to keeping up growth is a 
$1.5B increase in the 10-year capital program through 2025.  In particular, CMS has 
near-term opportunities that keep 2016-2020 earnings growing strong, with roughly 
40% of the increase in the first five years and focussed on gas utility infrastructure 
investment and electric reliability, with the remaining portion focussed primarily on 
clean energy from 2020-2025. 

Upside from Michigan energy legislation, PPA replacement, reliability 
CMS continues to illustrate potential upside to the capital forecast to a total $20B 
(unchanged from prior forecasts), with the additional $3B from replacing expiring 
purchased power agreements (PPAs), electric reliability, and gas pipe replacements.  
With the state legislature and the Governor's office focussed on the Flint crisis and 
other issues, legislation could take more months before finalization and passage. 

No block equity now through 2022 
The company extended its forecast for no block equity requirements through at least 
2022, with the combination of bonus depreciation and a remaining $800M NOLs and 
tax credits to use after that.  NOLs and credits are likely to last well into the mid-2020s 
or beyond. 

Valuation: Raise PT $2 to $41 on higher peer P/E; positive update but baked in 
Our price target is based on an average peer utility 2017E P/E sum-of-the-parts 
valuation. We continue to note very strong fundamentals, with our Neutral rating 
based on the 9.5% premium after another 2.5% outperformance YTD. We give 75% 
credit for potential ratebase opportunity post-legislation (another $1 at 100%). 
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Highlights (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Revenues 6,253 6,566 7,179 6,456 7,125 7,409 7,605 7,790 
EBIT (UBS) 1,003 1,142 1,152 1,163 1,263 1,338 1,423 1,507 
Net earnings (UBS) 417 452 486 523 559 600 645 691 
EPS (UBS, diluted) (US$) 1.55 1.66 1.77 1.89 2.02 2.16 2.31 2.46 
DPS (US$) 0.94 1.02 1.08 1.16 1.24 1.33 1.42 1.51 
Net (debt) / cash (7,311) (7,629) (8,472) (8,711) (9,126) (9,544) (9,862) (10,206) 

 

Profitability/valuation 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
EBIT margin % 16.0 17.4 16.0 18.0 17.7 18.1 18.7 19.3 
ROIC (EBIT) % 7.2 8.1 7.8 7.4 7.7 7.9 8.1 8.3 
EV/EBITDA (core) x 10.6 9.7 10.1 11.2 10.6 9.9 9.4 8.9 
P/E (UBS, diluted) x 14.8 16.3 16.9 21.1 19.8 18.5 17.3 16.2 
Equity FCF (UBS) yield % 0.2 1.3 (1.6) 0.4 (1.0) (0.8) 0.3 0.3 
Net dividend yield % 4.1 3.8 3.6 2.9 3.1 3.3 3.5 3.8 
Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a 
share price of US$39.87 on 09 Feb 2016 18:41 EST 
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For additional context, please refer links to relevant recent reports below: 

10/30/15 Delivering on Plan 
10/26/15 Tapping the Brakes 
10/26/15 Positioning the Quality Premium for Regulated Utilities 
7/24/15 Gain with No Pain 
4/24/15 Holding the Line on 7% 
4/15/15 Collecting on the Midwest Bet (MISO Auction) 
4/10/15 Making up for Lost Time 
3/31/15 The MISO Capacity Auction Preview: Surprise Increase in Supply (Incl. Call 
Transcript)  
1/30/15 Under-Promising and Over-Delivering in Michigan 
12/11/14 Revving Up the Opportunity in Michigan; Initiate at Buy 

Raises 2016 guidance and long-term growth rate to 6%-8% 
for 2017+ 

As previewed the week prior to last week's earnings call, CMS finished 2015 at the 
top end of guidance $1.89, in line with UBSe/cons.  However, guidance for 2016 
was raised $0.02 to $1.99-$2.02 vs UBSe $2.02 and cons $2.01.  For 2017+, the 
long-term growth rate was raised to 6%-8% from the previous range 5%-7%, 
which is made possible by a higher capex plan (see below).  This implies 2017 
guidance of ~$2.13-$2.17 vs UBSe $2.16 and cons $2.15.   

How to think about the story from here? 

We see the improved EPS outlook as highly constructive speaking to the ability to 
continue to scale investment even without legislation. We believe management 
has been working diligently on positioning the company accordingly for some 
time, with the real long-term earnings growth driver derived from future Clean 
Power Plan (CPP) compliance rather than just the narrow, Michigan-specific 
legislation. All this said the legislation should reduce risk to CMS around retail 
choice; while we see no risk of losing more customers, leaving this out remains a 
finer point in the story. While we think CMS clearly has a high quality 
management team, driving outsized growth, shares continue to reflect this 
premium already, in our view, with our SOP explicitly calling out potential upsides 
from legislation as well as applying a premium to the utilities. While expectations 
on any legislative action this year have clearly moderated, we see declining 
prospects as a medium term headwind.  

Bonus depreciation is offset with $1.5B additional 
investment 

Management has emphasized the ability to accelerate planned capital projects to 
backfill the effect of accelerated depreciation on ratebase.  Likewise, the extension 
of renewable tax credits would probably enable the utility to add more renewables 
to ratebase while passing tax advantages back to customers.  As previewed the 
week prior to the earnings call, CMS announced a $1.5Bn upward revision to the 
10-year capital plan to $17Bn from 2016-2025 (vs $15.5Bn from 2015-2024). As 
illustrated in the table below, roughly 40% of the increase comes in the first five 
years and is focussed on gas utility infrastructure investment ($400M) and electric 
reliability ($400M), with the remaining portion focussed primarily on clean energy 
($700M) from 2020-2025.  Recall that at the EEI conference, management had 
guided that 950MW coal replacement would need 5% more renewables (not 
currently under the base plan). As per preliminary estimate provided by the 

They finally raised it! 
Expectations were already at high 
end of 5-7% prior range 

A quality company at a quality 
price delivers on the unlikely – 
raising the growth rate without 
legislation 

Another $3Bn of potential capex 
remains possible above the new 
base plan. 

 

No block equity needed through 
at least 2022. 

https://neo.ubs.com/shared/d1MTjX44Oh
https://neo.ubs.com/shared/d1NJAOQSCv
https://neo.ubs.com/shared/d1fjQ50wnKgnw
https://neo.ubs.com/shared/d1YpFTfontjlm
https://neo.ubs.com/shared/d1mqngv6tC
https://neo.ubs.com/shared/d1vSz31QxVZ2
https://neo.ubs.com/shared/d1kew0jyLdU
https://neo.ubs.com/shared/d1Hvp0TiXqw
https://neo.ubs.com/shared/d1Hvp0TiXqw
https://neo.ubs.com/shared/d1Zz2MxB8k
https://neo.ubs.com/shared/d1VwHEN6Wp6U
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company, this addition of 5% renewables would need $1Bn investment 
generating $100M in operating cash flow and potentially drive +$0.10/sh.  The 
increased spending is not predicated on the passage of energy legislation in 
Michigan.  As noted below, with $600M of bonus depreciation benefit from the 5-
yr extension, no block equity is needed for the next 7 years (2 years longer than 
prior guidance) and NOLs remain useful through 2025-2035.   

Simplified, the extra 1% earnings growth from 2016-2020 comes from $800M 
incremental investment plus $200M from the Jackson Plant upgrades, plus $200M 
more from pension assets offset by -$600M bonus depreciation. This is 
cumulatively a $600M net investment at a 10.3% authorized ROE and 41% 
equity, or $0.09 over five years, with the resulting ~$0.02/yr equivalent to 1% 
growth on ~$2 EPS.  The remaining $700M investment from 2021-2025 is not 
offset with bonus depreciation and provides essentially the same benefit through 
that period.   

 

Figure 1:  Derivation of EPS Growth with <2% Rate Increases 

 
Source:  Company filings 

Another $3Bn of potential capex remains possible above the new base plan, with 
legislation potentially requiring more renewable generation and up to 800MW of 
new gas-fired plant construction to serve potential returning C&I load.  The total 
roughly breaks down to $2Bn for replacing purchased power agreements (PPAs) 
with new ratebased generation and another $1Bn for electric reliability and gas 
pipe replacement.   

Figure 2: CMS Energy Capex Projections, New 2016-2025 vs Previous 2015-2024 

 
Source:  Company filings 

Sources of Earnings Growth
Capital investment growth 2017+ 6%-8%
Self-funding methods:
O&M cost reduction 2%-3%
Sales growth 1%
Eliminate block equity dilution 2%
Self-funded growth 5%-6%
Plus:  Rate increase at or below inflation <2%
Total resulting EPS growth 2017+ 6%-8%

   Feb 2016 Projection May 2015 Projection
Total utility capex schedule ($M) 2016-2020 2021-2025 2015-2019 2020-2024
New generation (Including Renewables) 292                  1,378            544               612               
Environmental 697                  2                   853               139               
Electric Reliability & Distribution 1,997               1,414            1,119            1,575            

Smart Energy 536               -                
Electric Maintenance 2,278               2,714            2,119            2,378            
Total 5,264               5,508            5,171            4,704            
Diff from previous projection 60% 93                   804               

Gas Infrastructure 1,762               1,132            950               1,454            
Gas Maintenance 1,563               1,771            1,505            1,716            
Total 3,325               2,903            2,455            3,170            
Diff from previous projection 40% 870                 (267)             

Total Electric & Gas 8,589               8,411            7,626            7,874            
Diff from previous projection 963                 537               
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CEO John Russell retiring and new CEO Patti Poppe 
incoming 

Poppe will step into the new role on July 1 and is nominated to join the CMS 
Energy and Consumers Energy boards of directors in May.  As is customary at 
CMS, Russell will move on to become chairman of the CMS Energy and 
Consumers Energy boards of directors on May 6.  Poppe is senior vice president of 
distribution operations, engineering and transmission for Consumers Energy, with 
overall responsibility for the company's electric and natural gas distribution 
systems, energy operations and electric transmission. Previously, she served as vice 
president of customer operations, rates and regulation and joined Consumers 
Energy in 2011. Before joining the company Poppe served in leadership roles with 
DTE Energy, including overseeing five electric generating facilities, and held a 
variety of plant management positions in the automotive industry.  

Legislation still in limbo as it winds through the committee 
process 

With the Michigan legislature now back in session, Representative Nesbitt's house 
energy legislation is out of Committee while Senator Nofs' bill (SB 437-438) is 
expected to be brought to Committee in the next few weeks. A vote could happen 
once a final version comes out of joint committee sometime in the next few 
months.  We continue to highlight that this year is an election year in Michigan. 

As we discussed earlier, consumers would have to disclose by a deadline if they opt 
to switch. While the choice could be permanent in nature for the customers opting 
to stay with utility, the customers who choose to stay with independent supplier 
will need to give the utility a three year notice if they ever decide to come back in 
the future. The typical contract is usually one-or-two years in duration so the 
migration back could take some time. Mgmt believes the queue will probably 
continue and the customers in the queue have to give written confirmation about 
their intention to stay in the queue or if they want to come back to the utility. The 
customers in the queue will have to give a one-time option to come back to the 
utility. On the supplier side, they have to confirm at least three years capacity to 
back up the energy contracts and if they are importing then they have to provide 
the evidence on availability of the requisite amount of transmission capacity.  

We believe that last year's MISO Zone 7 capacity auction results will motivate 
customers to remain under the competitive service and could possibly create 
supply-demand imbalance required for higher pricing. Furthermore, the stricter 
restriction choices of customers who want to come back to the utility may prompt 
CMS to postpone its plan to set up 800MW plant to avoid reserve margin 
shortages projected by 2020 in the recent MISO capacity forecast report. 

Additionally, management highlights that the company expects to sign seven 
contracts for its DIG and Peaker facilities that would take the pre-tax income 
opportunity, currently not under the plan to $35M for 2017. 

More potential future cost savings 

Management had previously discussed $100M (10%) of cost savings expected 
from 2014-2018, with $60M of that achieved up front through 2015.  These 
categories include Attrition, productivity (coal to gas conversion), pole top 
hardening, smart meters, waste elimination, benefits (mortality tables and discount 
rates), and service upgrades.  However, beginning with the 3Q15 call, CMS also 
began noting some incremental possibilities, including: two-way 

With other issues taking 
precedence in the state, notably 
the Flint crisis, the proposed 
Energy Bill is moving slower than 
initially expected, but 
management remains confident a 
law will be passed this year. 
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communication/connectivity leading to 25%-50% call reduction and $5M-$10M 
savings, grid modernization leading to 1%-2% reduced line loss for $25M-$50M 
savings, and improved work management to increase truck roll productivity for 
$15M-$25M savings.  All together, these represent $0.10-$0.20 of potential EPS 
upside. 

Guidance has a "reinvestment" contingency 

With -$0.31 of "investment costs" in the guidance for 2016, we note that a 
portion of this is always somewhat flexible and slated for items such as 
maintenance work, tree trimming, donations, etc… that could be reduced if 
needed or increased if possible.  Bottom line is that CMS seems highly confident in 
its 6%-8% long-term EPS growth rate. 

DIG: Maximizing the value from the "Tesla" in the garage 

After an $8M planned maintenance outage in 2015, Dearborn Industrial 
Generation (DIG) was expanded to 770MW and will more than offset the outage 
cost in 2016 with $10M of expected benefits.  

We see a few cents of material support in the coming years from increasing MISO 
Zone 7 capacity prices as well as higher energy margins.  Overall, DIG's pretax 
energy and capacity pretax annual operating margins could increase $20M-$40M 
over the next few years from a base of about $20M in 2016.  CMS already has a 
long-term 250-MW energy contract at $4/kW-mo (June 2014) and more recently 
penned a new 250-MW deal at $6.01/kW-mo to begin in June 2016 through 2023 
that should generate $18M annually, providing $10.5M for 2016 and an 
incremental $7.5M in 2017.   Additionally, the company's forecast for 2016 short-
term capacity pricing is now $2.00/kW-mo, with a short-term forecast of 
$3.00/kW-mo generating $35M in 2017 and as much as $75M under a future 
possible $7.50/kW-mo scenario.  Note that long-term capacity contracts generally 
receive a discount, with CMS disclosing >$3.30/kW-Mo (we estimate that a new 9-
year capacity contract may be receiving as much as $5.75/kW-mo). 

Management has specifically noted the potential of entering into a short-term 
capacity construct between Consumers Energy and DIG should it have substantial 
customers return to utility service prior to any new capacity entering service, 
among other potential short-term capacity solutions. 

Capacity shortages expected in 2016/17 

Management also noted that DIG is planned to come back online in time to help 
with (and be compensated for) an expected 1.5 GW shortfall in MISO Zone 7 in 
Spring 2016.  While the utility expects to have adequate capacity coverage for its 
bundled customers in 2016-17, alternative energy suppliers (AES) are not expected 
to have adequate coverage for reserve margins and CMS plans to handle any 
possible shortage contingencies through a combination of energy efficiency 
improvements and other short-term PPAs.  Ultimately, permanent solutions are 
expected to be planned through the new IRP process being proposed through the 
Energy Bill.   

We believe the 2016/17 period may well prove a near-term high for DIG – and 
regional MISO capacity prices seeing the greatest impact of retirements prior to 
new generation. We think new generation (including capacity contemplated by 
CMS, DTE, and other IPPs) will put a cap on prices. We flag the St. Joe CCGT 
under development in AEP's I&M service territory contemplates a second CCGT 

Some O&M "reinvestment" in the 
budget could be scaled down if 
necessary to meet EPS targets. 

Ultimately, permanent solutions 
are expected to be planned 
through the new IRP process 
being proposed through the 
Energy Bill.   
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block with direct interconnection into MISO should an RFP for its capacity present 
itself. We see this backwardated capacity profile risk as the clearest headline risk to 
the sustainability of mgmt's contemplated EPS growth range. 

Industrial sales growth expected in 2016/17 

While overall long-term sales growth is projected at a conservatively modest 1.0% 
level (a bit higher for 2016), this includes 3% growth from industrial sales (4% in 
2016) over the next 5 years as a result of new businesses relocating to the state.   
Residential and commercial sales are more flattish to positive in the forecast but 
could, we think, be expected to improve with the general economy after industrial 
sales improve first. Any improvement in sales from commercial and industrial 
customers returning to bundled utility service from alternative energy suppliers is 
not factored into these projected growth rates. 

No equity needed through 2022 as tax benefits fund 
investment 

With $600M of deferred tax benefits from bonus depreciation through 2020 and 
nearly $700M of NOLs and tax credits expected to be available and absorbed at a 
slower pace well beyond this, mgmt. reiterated no need for block equity through 
at least 2022 to fund the $17B capital program.  Gross operating cash flow is now 
projected to increase about $160M annually from 2016-2020, driven by a 
combination of bonus depreciation, tax credits, O&M reduction, and a 
conservatively projected 1.0% sales growth expectation (see above).  CMS self-
implemented a $110M elec rate increase in June and settled a $45M gas rate 
increase in Jan.  Despite strong projected ratebase and earnings growth, the 
company plans to keep rate increases <2% through a combination of expiring 
surcharges, terminating PPAs, and lower fuel costs. 

Maintaining 2016-2017 estimates but reducing 2018-2019 

Our estimates through 2017 are unchanged and remain largely in line with 
consensus.  For 2018 and 2019, we’ve brought our estimates down $0.05 and 
$0.09, respectively, to adjust our model for the combined effects of bonus 
depreciation, increased investment, and other tweaks. Our estimates remain at 
7.1% annual earnings growth through 2017 and see continued 7.1% growth 
through 2019 as consistent with a 10.3% ROE at the utility.  We continue to see 
upside from additional CCGT and renewable investment should Michigan energy 
legislation pass and we also assume that management will use positive 
developments such as better than expected sales growth and the latest DIG 
expansion as an opportunity to reinvest in the regulated business. 
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Figure 3: CMS Estimates, 2014A-2019E 

 

Source:  Company Filings, FactSet and UBS Estimates 

Valuation: Raise PT $2 to $41 for higher peer P/E multiple 

Our valuation remains based on 2017E sum-of-the-parts with probability-weighted 
incremental spending opportunities in Michigan from the proposed legislative 
reforms. We see much of the upside from the higher EPS growth trajectory already 
baked into shares at present. 

Figure 4: CMS Energy Sum-of-the-Parts Valuation 

 
Source:  Company Filings, FactSet and UBS Estimates 

 
 

CMS EPS Breakdown 2014A 2015E 2016E 2017E 2018E 2019E
Consumers Electric $1.40 $1.43 $1.41 $1.50 $1.59 $1.68
Consumers Gas $0.65 $0.69 $0.68 $0.72 $0.77 $0.81
DIG Cogen Merchant Unit $0.02 $0.04 $0.06 $0.05 $0.03 $0.02
EnerBank $0.07 $0.07 $0.08 $0.09 $0.09 $0.10
Parent Drag and Other ($0.37) ($0.33) ($0.22) ($0.20) ($0.17) ($0.14)
Total CMS EPS UBSe $1.77 $1.89 $2.02 $2.16 $2.31 $2.46
UBSe Prior $1.77 $1.88 $2.02 $2.16 $2.36 $2.54
UBSe EPS CAGR 2016-2019 7.1%
Management Guidance - EPS Growth 2017+ (%) $1.99-$2.02 6%-8%
Total Guidance EPS
Street Consensus EPS $1.77 $1.89 $2.02 $2.17 $2.34 $2.47

Valuation Valuation ($ MM) Base Valuation ($ MM) Valuation ($ MM)
Metric Multiple Value Multiple Value Multiple Value

Regulated Entities

Peer 
Multiple

Prem/(Disc) to 
Peer

Base 
Multiple

Consumers Electric - Base Capex P/E $1.46 15.5x $6,318 16.5x 0.5x 17.0x $6,929 18.0x $7,337
Consumers Gas P/E $0.72 15.5x $3,114 17.5x 0.0x 17.5x $3,516 18.5x $3,717
Incremental Opportunities P/E Probability Probability Probability

Elimination of ROA $0.11 15.5x 0% $0 0.0x 16.5x 75% $372 17.5x 100% $526
Renewables - Wind $0.07 15.5x 0% $0 16.5x 75% $252 17.5x 100% $356
Palisades PPA Expiration $0.09 15.5x 0% $0 16.5x 75% $305 17.5x 100% $431
MCV PPA Expiration $0.11 15.5x 0% $0 16.5x 75% $364 17.5x 100% $515

Regulated, Equity Value ($Mn) $9,432 $11,740 $12,884
Regulated, Equity Value ($/sh) $33.89 $42.18 $46.29

Unregulated and Parent Businesses
EnerBank P/E $0.09 11.0x $262 12.0x $285 13.0x $309
Dearborn Industrial Generation (DIG) $kW 770 278 $214 328 $252 378 $291
Parent & Other P/E ($0.20) 18.0x ($996) 17.0x ($941) 16.0x ($886)
Unregulated, Equity Drag ($Mn) ($521) ($403) ($286)
Unregulated, Equity Drag ($/Sh) ($1.87) ($1.45) ($1.03)

CMS Equity Value $8,912 $11,336 $12,598
Fully Diluted Outstanding Shares (2017E) 278 278 278
CMS Equity Value per Share $32.00 $41.00 $45.00

Low Case High Case

Business Segment 2017

Base Case
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CMS Energy Corporation (CMS.N) 

Income statement (US$m) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E 
Revenues 6,253 6,566 7,179 6,456 -10.1 7,125 10.4 7,409 7,605 7,790 
Gross profit 3,054 3,240 3,321 3,413 2.8 3,510 2.8 3,615 3,726 3,839 
EBITDA (UBS) 1,601 1,770 1,837 1,913 4.1 2,031 6.2 2,156 2,287 2,420 
Depreciation & amortisation (598) (628) (685) (750) 9.5 (768) 2.4 (818) (864) (913) 
EBIT (UBS) 1,003 1,142 1,152 1,163 1.0 1,263 8.6 1,338 1,423 1,507 
Associates & investment income 0 0 0 0 - 0 - 0 0 0 
Other non-operating income 54 15 (4) 33 - 15 -54.5 20 20 20 
Net interest (393) (401) (410) (400) 2.4 (428) -6.9 (446) (462) (478) 
Exceptionals (incl goodwill) 0 0 0 0 - 0 - 0 0 0 
Profit before tax 664 756 738 796 7.9 851 6.9 912 980 1,049 
Tax (245) (302) (250) (271) -8.4 (289) -6.7 (310) (333) (357) 
Profit after tax 419 454 488 525 7.7 561 6.9 602 647 693 
Preference dividends 0 0 0 0 - 0 - 0 0 0 
Minorities (2) (2) (2) (2) 0.0 (2) 0.0 (2) (2) (2) 
Extraordinary items (35) 0 (9) 0 - 0 - 0 0 0 
Net earnings (local GAAP) 382 452 477 523 9.8 559 7.0 600 645 691 
Net earnings (UBS) 417 452 486 523 7.7 559 7.0 600 645 691 
Tax rate (%) 36.8 39.9 33.9 34.0 0.4 34.0 -0.1 34.0 34.0 34.0 

 

Per share (US$) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E 
EPS (UBS, diluted) 1.55 1.66 1.77 1.89 6.7 2.02 6.7 2.16 2.31 2.46 
EPS (local GAAP, diluted) 1.42 1.66 1.74 1.89 8.8 2.02 6.7 2.16 2.31 2.46 
EPS (UBS, basic) 1.57 1.70 1.77 1.89 6.7 2.02 6.7 2.16 2.31 2.46 
Net DPS (US$) 0.94 1.02 1.08 1.16 7.4 1.24 6.9 1.33 1.42 1.51 
Cash EPS (UBS, diluted)1 3.78 3.97 4.27 4.60 7.8 4.79 4.0 5.10 5.40 5.72 
Book value per share 12.05 12.94 13.29 14.16 6.5 15.05 6.3 15.96 16.93 17.96 
Average shares (diluted) 268.60 271.90 274.00 276.50 0.9 277.18 0.2 278.32 279.46 280.60 

 

Balance sheet (US$m) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E 
Cash and equivalents 93 172 207 190 -8.2 206 8.3 212 217 221 
Other current assets 2,329 2,354 2,390 2,194 -8.2 2,375 8.3 2,452 2,506 2,556 
Total current assets 2,422 2,526 2,597 2,384 -8.2 2,581 8.3 2,665 2,723 2,777 
Net tangible fixed assets 10,471 11,097 12,306 13,157 6.9 14,051 6.8 14,972 15,820 16,719 
Net intangible fixed assets 1,080 1,149 1,106 1,106 0.0 1,106 0.0 1,106 1,106 1,106 
Investments / other assets 3,158 2,644 3,176 3,176 0.0 3,176 0.0 3,176 3,176 3,176 
Total assets 17,131 17,416 19,185 19,823 3.3 20,914 5.5 21,919 22,825 23,778 
Trade payables & other ST liabilities 1,256 1,383 1,474 1,399 -5.1 1,468 5.0 1,498 1,518 1,538 
Short term debt 0 0 0 0 - 0 - 0 0 0 
Total current liabilities 1,256 1,383 1,474 1,399 -5.1 1,468 5.0 1,498 1,518 1,538 
Long term debt 7,404 7,801 8,679 8,901 2.6 9,332 4.8 9,757 10,079 10,427 
Other long term liabilities 5,233 4,741 5,325 5,571 4.6 5,906 6.0 6,185 6,459 6,736 
Preferred shares 0 0 0 0 - 0 - 0 0 0 
Total liabilities (incl pref shares) 13,893 13,925 15,478 15,870 2.5 16,707 5.3 17,440 18,056 18,701 
Common s/h equity 3,194 3,454 3,670 3,915 6.7 4,171 6.5 4,442 4,732 5,040 
Minority interests 44 37 37 37 0.0 37 0.0 37 37 37 
Total liabilities & equity 17,131 17,416 19,185 19,823 3.3 20,914 5.5 21,919 22,825 23,778 

 

Cash flow (US$m) 12/12 12/13 12/14 12/15E % ch 12/16E % ch 12/17E 12/18E 12/19E 
Net income (before pref divs) 382 452 477 523 9.8 559 7.0 600 645 691 
Depreciation & amortisation 598 628 685 750 9.5 768 2.4 818 864 913 
Net change in working capital (156) (2) (32) 121 - (112) - (47) (33) (31) 
Other operating 417 343 318 246 -22.5 335 36.1 279 274 277 
Operating cash flow 1,241 1,421 1,447 1,640 13.3 1,550 -5.5 1,650 1,750 1,850 
Tangible capital expenditure (1,227) (1,325) (1,577) (1,601) -1.5 (1,662) -3.8 (1,739) (1,712) (1,812) 
Intangible capital expenditure 0 0 0 0 - 0 - 0 0 0 
Net (acquisitions) / disposals (49) (56) (75) 0 - 0 - 0 0 0 
Other investing (74) (151) (258) 0 - 0 - 0 0 0 
Investing cash flow (1,350) (1,532) (1,910) (1,601) 16.2 (1,662) -3.8 (1,739) (1,712) (1,812) 
Equity dividends paid (252) (273) (295) (321) -8.7 (344) -7.2 (369) (395) (422) 
Share issues / (buybacks) 30 36 43 43 0.0 40 -7.0 40 40 40 
Other financing 75 25 (161) 0 - 0 - 0 0 0 
Change in debt & pref shares 188 402 911 222 -75.66 431 94.57 424 322 349 
Financing cash flow 41 190 498 (56) - 128 - 96 (33) (34) 
Cash flow inc/(dec) in cash (68) 79 35 (17) - 16 - 7 5 4 
FX / non cash items 0 0 0 0 - 0 - 0 0 0 
Balance sheet inc/(dec) in cash (68) 79 35 (17) - 16 - 7 5 4 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts.1Cash EPS (UBS, diluted) is calculated using UBS net income adding back depreciation and 
amortization.  
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CMS Energy Corporation (CMS.N) 

Valuation (x) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
P/E (local GAAP, diluted) 16.2 16.3 17.3 21.1 19.8 18.5 17.3 16.2 
P/E (UBS, diluted) 14.8 16.3 16.9 21.1 19.8 18.5 17.3 16.2 
P/CEPS 6.0 6.7 7.0 8.7 8.3 7.8 7.4 7.0 
Equity FCF (UBS) yield % 0.2 1.3 (1.6) 0.4 (1.0) (0.8) 0.3 0.3 
Net dividend yield (%) 4.1 3.8 3.6 2.9 3.1 3.3 3.5 3.8 
P/BV x 1.9 2.1 2.3 2.8 2.6 2.5 2.4 2.2 
EV/revenues (core) 2.7 2.6 2.6 3.3 3.0 2.9 2.8 2.8 
EV/EBITDA (core) 10.6 9.7 10.1 11.2 10.6 9.9 9.4 8.9 
EV/EBIT (core) 17.0 15.0 16.2 18.4 17.0 16.0 15.1 14.2 
EV/OpFCF (core) 10.7 9.7 10.1 11.2 10.6 10.0 9.4 8.9 
EV/op. invested capital 1.2 1.2 1.3 1.4 1.3 1.3 1.2 1.2 

 

Enterprise value (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Market cap. 6,031 7,210 8,168 11,007 11,007 11,007 11,007 11,007 
Net debt (cash) 7,103 7,103 7,103 7,103 7,103 7,103 7,103 7,103 
Buy out of minorities 44 37 37 37 37 37 37 37 
Pension provisions/other 3,864 2,779 3,307 3,307 3,307 3,307 3,307 3,307 
Total enterprise value 17,042 17,129 18,615 21,454 21,454 21,454 21,454 21,454 
Non core assets 0 0 0 0 0 0 0 0 
Core enterprise value 17,042 17,129 18,615 21,454 21,454 21,454 21,454 21,454 

 

Growth (%) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Revenue -3.8 5.0 9.3 -10.1 10.4 4.0 2.6 2.4 
EBITDA (UBS) 3.4 10.6 3.8 4.1 6.2 6.2 6.1 5.8 
EBIT (UBS) 0.0 13.9 0.9 1.0 8.6 5.9 6.3 5.9 
EPS (UBS, diluted) 7.1 7.1 6.5 6.7 6.7 6.9 7.0 6.7 
Net DPS 17.1 8.7 5.9 7.4 6.9 6.9 6.8 6.4 

 

Margins & Profitability (%) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Gross profit margin 48.8 49.3 46.3 52.9 49.3 48.8 49.0 49.3 
EBITDA margin 25.6 27.0 25.6 29.6 28.5 29.1 30.1 31.1 
EBIT margin 16.0 17.4 16.0 18.0 17.7 18.1 18.7 19.3 
Net earnings (UBS) margin 6.7 6.9 6.8 8.1 7.9 8.1 8.5 8.9 
ROIC (EBIT) 7.2 8.1 7.8 7.4 7.7 7.9 8.1 8.3 
ROIC post tax 4.5 4.8 5.2 4.9 5.1 5.2 5.3 5.4 
ROE (UBS) 13.4 13.6 13.6 13.8 13.8 13.9 14.1 14.1 

 

Capital structure & Coverage (x) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Net debt / EBITDA 4.6 4.3 4.6 4.6 4.5 4.4 4.3 4.2 
Net debt / total equity % 225.8 218.5 228.5 220.4 216.9 213.1 206.8 201.0 
Net debt / (net debt + total equity) % 69.3 68.6 69.6 68.8 68.4 68.1 67.4 66.8 
Net debt/EV % 42.9 44.5 45.5 40.6 42.5 44.5 46.0 47.6 
Capex / depreciation % NM NM NM NM NM NM 198.1 198.4 
Capex / revenue % 19.6 20.2 22.0 24.8 23.3 23.5 22.5 23.3 
EBIT / net interest 2.6 2.8 2.8 2.9 3.0 3.0 3.1 3.2 
Dividend cover (UBS) 1.7 1.7 1.6 1.6 1.6 1.6 1.6 1.6 
Div. payout ratio (UBS) % 59.6 60.2 61.0 61.3 61.4 61.4 61.3 61.1 

 

Revenues by division (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Others 6,253 6,566 7,179 6,456 7,125 7,409 7,605 7,790 
Total 6,253 6,566 7,179 6,456 7,125 7,409 7,605 7,790 

 

EBIT (UBS) by division (US$m) 12/12 12/13 12/14 12/15E 12/16E 12/17E 12/18E 12/19E 
Others 1,003 1,142 1,152 1,163 1,263 1,338 1,423 1,507 
Total 1,003 1,142 1,152 1,163 1,263 1,338 1,423 1,507 
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 +2.8% 

Forecast dividend yield 3.1% 

Forecast stock return +5.9% 

Market return assumption 5.7% 

Forecast excess return +0.2% 

 
  

Valuation Method and Risk Statement 

Risks for CMS Energy include but are not limited to: (1) Impact of mild weather; (2) 
implications of a sluggish economy (given the industrial load within its service 
territory); (3) commodity price risk / financial market volatility; (4) unfavorable 
regulatory decisions (both for the utility and the bank); (5) counter party credit risk; 
(6) increased competition; (7) lower-than-expected returns from unregulated 
projects (i.e., merchant plants, etc.); (8) access to capital markets to fund future 
growth prospects; and (9) interest rate risks. Valuation is based on a sum-of-the-
parts methodology. 
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Required Disclosures 

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

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

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

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 48% 36% 

Neutral FSR is between -6% and 6% of the MRA. 39% 28% 

Sell FSR is > 6% below the MRA. 12% 22% 

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 31 December 2015. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 

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

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

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

http://www.ubs.com/disclosures
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UBS Securities LLC:  Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.   

Company Disclosures 

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

CMS Energy Corporation16 CMS.N Neutral N/A US$39.87 09 Feb 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 
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 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. 

CMS Energy Corporation (US$) 
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Global Disclaimer 
This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

Global Research is provided to our clients through UBS Neo, the UBS Client Portal and 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. 

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.   

For access to all available Global Research on UBS Neo and the Client Portal, please contact your UBS sales representative. 

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. 

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. 

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:  
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 



 

 CMS Energy Corporation   10 February 2016 

 

 14 

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 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 (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, 
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