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Can narrowing trade imbalances boost EM FX? ioba

Improving trade balances in EM: icing on the cake for FX markets? Manik Narain

Trade balances in EM have shown clear sequential improvement in recent months, manik,narain(@SLtE;ec%lrST:
including in the beleaguered markets of Brazil, Indonesia, South Africa, and Turkey. +44-20-7567 3218
Along with a muddled Fed and renewed credit vigour in China, are the ingredients now Bhanu Baweja
in place for an extended period of stabilisation in EM currencies? Strategist

. . . bhanu.baweja@ubs.com
Better lucky than smart? The drivers of improving trade balances matter +44-20-7568 6333

Import compression, mostly through lower oil prices, has fuelled the adjustment in EM
trade balances over the past twelve months. Real export growth has ground to a halt,
and export competitiveness has shown few signs of improvement. This matters because
exports have historically been a powerful driver of EM currencies, while changes in in
the trade or current account balance are statistically insignificant. Weak exports can
also exert further pressure on EM growth and balance sheets, both of which are closely
correlated with capital account flows into EM. All considered, capital account pressures
could provide a powerful offset to current account healing in the months ahead.

Isn't the market already too bearish?

In hindsight the late summer months saw too rapid a build-up in FX hedging demand,
jolted by uncertainties about China's FX and equity market management and a sharp
drop in commodities and US HY markets soon after. However, we find the pace of
depreciation in EM currencies this year to be broadly consistent with historical analysis
on the relationship between FX and export volumes. EM sovereign credit spreads have
recently retraced but look increasingly vulnerable in the context of our balance sheet
risk framework. Recall that the onset of weakness in EM currencies earlier this year
played out almost entirely due to the burden of EM's own pressures, and despite falling
US rates. Little has changed fundamentally.

Favour local debt over FX. China, India, Israel and Mexico stand out

In our view the trading theme that presents greatest value in EM FX/fixed income is to
be selectively long in EM local markets against a cautious stance on currencies.
Duration in selective EM markets can benefit from developed world policy staying
looser for longer, and the persistent weakness in EM growth dynamics. We think
monetary conditions in India, China and Singapore in particular remain very tight, and
weaker currencies and/or lower rates will likely be pursued there. Mexican and
especially Israeli swap curves remain steep and in our view offer more attractive
opportunities than the local currencies. Meanwhile if credit concerns in EM do re-ignite,
as we expect over the medium term, underweight positions in EM currencies are likely
to provide some effective protection.

Near-term signposts for the stabilisation to continue

Despite clear medium-term headwinds for EM FX, some near-term signposts that may
extend the recent rally are: the ECB decision later this week, the US ECI report and
Bank of Japan decision on October 30, Turkish parliamentary elections on November
1st, Bihar election results in India on November 8t, and potential inclusion for China in
the IMF SDR basket later this year.
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Not for the first time, currencies have been the weakest link in the EM asset
spectrum this year. In local currency debt, the EM benchmark has posted a
respectable 3.6% total return, but this figure drops sharply to -9.7% when
calculated in dollars. MSCI EM returns are negative 0.6% ytd in local currency
terms, but 7% weaker in dollars. The fate of EM currencies thus has key
implications for all investors across all EM asset classes.

In this context, many investors are asking whether the recent powerful
improvements in trade balances in EM (Figure 1) may be sufficient to fuel EM
currency strength, or at least stabilisation, over the coming months and quarters.
While most investors see the recovery in EM assets over the past fortnight as a
short-covering rally, with little validation from base metal prices, most are carefully
scrutinising whether pessimism on EM currencies may remain excessive and
whether an improving external dynamic may be getting overlooked.

In this note we identify four reasons why EM's current account healing, in its
current form, is unlikely to drive a sustained rally in currencies. We also outline
what other factors we are watching in the near term that may inform a more
tactical positive stance on this asset class.

Figure 1: EM trade balance/GDP, 12m rolling Figure 2: Trade balance/GDP across EMs - ranges over 5y
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Source: Haver, UBS. EM is measured here as a simple average of 23 economies. Source: Haver, UBS. Chart shows data in 12m rolling terms.

1) Export growth matters more for EM currencies than delta
on the trade/current account

The simple truth remains that current account/trade balance dynamics have tended
to be very poor predictors of currency movements over the last 20 years. Indeed
they have tended to be statistically insignificant (Figure 3). Two simple examples
are shown below: current account healing in Mexico during 2002-2004 clearly
didn't benefit the peso, while major current account deterioration in South Africa
didn't impede the rand from 2005-2007.

By contrast, real export growth has tended to be much more closely related to FX
performance than the evolution of the external balance (Figure 4). Seen through
this lens, the weakness in EM FX this year does not appear to be a strong
overshoot in the context of today's anaemic export reality.
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Figure 3: EM NEERs vs. change in current accounts Figure 4: EM NEER vs. export volume growth
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2) External adjustment continues to be driven by import
compression, posing risks to EM balance sheets

Figure 7 below shows that export growth has contributed negatively to trade
balance changes over the past year in the vast majority of EM countries. Y/Y export
volume growth has decelerated towards zero in recent months, outside of a small
number of economies such as Mexico and the CEE3. Sequential export volume
growth has recently been stagnant/modestly negative for EM as a whole, while
forward-looking indicators such as new export orders for key manufacturing
economies such as China, Korea, and Taiwan are continuing to deteriorate below
50 (Figure 8). While import compression is understandable in the early stages of
external adjustment, the persistent inability of EM to move beyond this to 'stage 2"
— an export recovery — can exert further negative pressure on EM growth and
balance sheets. Both of these are already at their weakest positions in a decade.
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Figure 7: 12m change in trade balance/GDP by
component: no positive contributions from export

Figure 8: EM export volume growth and manufacturing
new export orders: weakness is continuing sequentially
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Which dimensions of EM balance sheets are most exposed to export weakness?

First, we anticipate that EM's fiscal risk scores will be vulnerable to both active and
passive deterioration in the coming months and quarters. Our external and fiscal
risk scores tend to be closely correlated over time, indicating the pro-cyclical and
interdependent nature of these two key balance sheet components. The starting
points here are not strong, with MSCI EM countries for instance currently
recording their worst fiscal score in two decades on our metrics — even excluding
the growth of contingent fiscal liabilities, a very generous assumption. Active fiscal
loosening to compensate for weak exports is thus unlikely to go unnoticed, and
can drive further widening in credit spreads / increased term premia in EM local
bond markets, with knock-on impacts to FX. Even on a passive basis, we estimate
that if EM GDP growth persists at Q2-2015 levels (0.8% or 3.6% real growth on
an MSCI- and EMBI weighted basis, respectively), fiscal scores can deteriorate by
around 0.9 points per year, consistent with MSCI EM's overall risk score reaching
levels typically consistent with crises in less than two years.

Meanwhile, EM credit/GDP (leverage) has continued to build in recent quarters,
despite weaker domestic demand growth. While this can help to cushion the
downturn in growth, markets will still take note of the strained starting points. We
find that EM credit/GDP is generally already higher than would be predicted by its
level of development. For example we find that MSCI EM domestic credit/GDP is
more than 60pp above its predicted value’, and this degree of over-leverage is at
its highest in the past 20 years. Leverage in EMBI-EM economies is lower, but is
also at its highest point in the last 20 years and now in line with its predicted
values, having been 'under-levered' previously. Again in this context, we think
trade adjustments without the support of exports can be increasingly perceived as
negative for EM balance sheets and currencies. Relative to our 2-year target for
EMBI spreads of around 520bps, the recent retracement in spreads below 400bps
leaves little room for complacency.

' We obtain a predicted value for EM domestic credit/GDP by taking panel data across EM,
the US, UK, Germany and Japan over the last 20 years and comparing this with GDP per
capita. As expected, the line of best fit is positively sloped, showing that economies with
higher levels of GDP per capita can have higher leverage.
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Figure 9: EM macro balance sheet risk score broken down by components
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Source: Haver, UBS. The EM aggregate presented here is EMBI+ weighted. MSCI EM and GBI EM weighed balance sheet scores are available too.

3) Capital account vulnerabilities may overwhelm current
account improvements

While trade and current accounts in EM may extend improvements in 2016, the
capital account threatens to provide a powerful offset.

First, there has been no foreign positioning capitulation in EM assets — fixed
income in particular — that points to major distress today. A few economies such as
Hungary, Russia, Malaysia and Thailand have suffered portfolio investment
outflows, but for EM as a whole these inflows have merely decelerated (Figure 10).

There are clear risks here. Net FDI and portfolio investment flows over the past 15
years have tended to be well correlated to GDP growth and our macro balance
sheet risk index, both of which remain under clear downward pressure today
(Figure 12 and Figure 13).

Figure 10: Portfolio investment liabilities/GDP (12m Figure 11: Estimated hard currency debt maturity profile
rolling): no major exodus from EM thus far for EM sovereigns and corporates (USD billion)
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Meanwhile EM hard currency debt issuance has undoubtedly slowed in 2015, but
the maturity profile intensifies in 2016 (Figure 11). To the extent that EM
corporates are now more levered than DM corporates, leverage has grown rapidly
in cyclical sectors such as construction, and oil and gas, and several may have
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engaged in speculative carry trades?, there is a clear possibility that EM corporates
could reduce net issuance further in the coming year. Mindful of these looming
refinancing pressures, and with inflation generally not a major binding constraint
in the current environment, EM central banks will likely look to replenish FX
reserves stockpiles again to support balance sheets, presenting another hurdle for
the currency markets.

Reduced inflow on the capital account could thus overwhelm future improvements
in the current account, in our view.

Figure 12: EM GDP growth vs. portfolio investment
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Figure 13: UBS EM macro balance sheet risk score vs. net
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Source: Haver, UBS. Countries here are aggregated with MSCI EM weights.

4) Export competitiveness still does not appear to be
sharpening

One unsurprising but often under-appreciated dynamic in EM in recent quarters
has been the outsized contribution of oil prices in driving trade balance
adjustments. Indeed we find that non-oil trade balances have seen little or no
adjustment over the past year in markets such as India, Brazil, South Africa,
Thailand, Turkey, Chile, Colombia, and Israel (Figure 14). Many of these markets
are precisely those where investors are most concerned about weak external
competiveness. In these markets, it appears the improving delta on current account
balances in several major EMs may be close to peaking.

2 See "Global dollar credit and carry trades: a firm-level analysis”, Bruno and Shin, Bank of
International Settlements, Aug 2015.
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Figure 14: Non-fuel trade balance, % GDP, 12m rolling: latest vs. 12m ago
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A similar message on limited competitiveness improvement can be seen through
analysis of EM's share of into US (non-petroleum) imports. Most major non-
commodity exporters in EM such as China, India, Thailand, Turkey, Taiwan and the
Philippines are struggling to gain incremental share in US non-energy imports.
Korea appears to be a welcome exception.

Figure 15: EM non-commodity exporters' shares in US non-petroleum imports (12m moving average)
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What other factors could extend the stabilisation
in EM currencies?

As explained above, we are sceptical that improvements in the current account will
be sufficient to power a sustained EM FX rally in the context of continued export
paralysis and rising capital account vulnerabilities. We do not believe EM currencies
are today pricing in these headwinds adequately. Nonetheless, on a more tactical
view, there could be other factors that push back the realisation of the currency
weakness that we expect. Below, we outline some of the key near term factors we
are watching in this regard.

- More developed world stimulus. Our Japan economists see a strong
possibility (50%) of the BoJ easing policy further on October 30t, through an
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acceleration of the monetary base by a further 5-10 trillion yen per year. On the
same day, another weak quarterly Employment Cost Index report in the US could
further push back Fed tightening expectations for 2016, though these have already
eased significantly, implying pressure on other DM central banks to drive EM gains.
The ECB also meets later this week, though our European economists see a very
low probability of further easing until spring next year at the earliest.

- Political developments, such as the Bihar state elections in India currently
underway, a more reformist administration in Turkey following the November 1st
election, or a more disciplined fiscal stance in Brazil following recent credit
downgrades would be clear positives for EM. While impacts would be felt greatest
locally, we believe these could serve to catalyse broader inflows into EM indices.

- As UBS' China property analysts have pointed out, there has been clearer
evidence of Chinese housing inventories/sales ratios easing in recent months.
Though many investors are understandably, in our view, sceptical as to how
sustainable the improvement in sales momentum will be, an acceleration of this
trend and continued growth in the credit impulse would likely provide greater
confidence in a rebound in Chinese property construction next year. Thus far this
momentum has not been sufficient to prevent our economics team from
downgrading their 2016 GDP growth forecasts this week to 6.2%.

- Real non-petroleum imports in the US have averaged a healthy 6% vy/y
pace year to date. While recent tightening in financial conditions casts some
doubts on the sustainability of such strength, it is plausible that the delayed impact
of lower oil and energy prices could further reinvigorate US import demand in the
months ahead. Korean export shares in the US have grown impressively over the
past year, implying some hopes for broader rebound in other manufacturing and
technology exports in EM.
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Statement of Risk

Risks of multi-asset investing include but are not limited to market risk, credit risk,
interest rate risk, and foreign exchange risk. Correlations of returns among
different asset classes may deviate from historical patterns. Geopolitical events and
policy shocks pose risks that can reduce asset returns. Valuations may be adversely
affected during times of high market volatility, thin liquidity, and economic
dislocation.
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out of the use of all or any of the Information.

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

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

(i) valuation or accounting purposes;
(i) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

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

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 Controle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this
document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and
UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed
by UBS Limited and UBS Securities Espaia SV, SA. UBS Securities Espana SV, SA is regulated by the Comisién 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) (i) of the Decree No. 32, there is no restriction on the purchase or sale of
the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated
by the Polish Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this
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document, the document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and
distributed by UBS Bank (O00). Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial
Market Supervisory Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS 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 Societa 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 ltalia 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,
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. 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 Comissao de Valores Mobiliarios (CVM), regarding their own investments, and (vii) social security systems created by the Federal Government, States, and
Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong Branch. Singapore: Distributed by UBS Securities Pte. Ltd. [MCI
(P) 018/09/2015 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore
Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank
licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the
analysis or document. The recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures
Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to professional investors (except as otherwise permitted). Where this document has been prepared
by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to
Professional Investors (except as otherwise permitted) in relation to foreign exchange and other banking businesses when relevant.  Australia: Clients of UBS AG:
Distributed by UBS AG (Holder of Australian Financial Services License No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd
(Holder of Australian Financial Services License No. 231098). Clients of UBS Wealth Management Australia Ltd: Distributed by UBS Wealth Management Australia Ltd
(Holder of Australian Financial Services Licence No. 231127). This Document contains general information and/or general advice only and does not constitute personal
financial product advice. As such, the Information in this document has been prepared without taking into account any investor’s objectives, financial situation or needs,
and investors should, before acting on the Information, consider the appropriateness of the Information, having regard to their objectives, financial situation and needs.
If the Information contained in this document relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section
761G of the Corporations Act 2001 where a Product Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure
Statement relating to the product before making any decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services Guide is
available at: www.ubs.com/ecs-research-fsg. New Zealand: Distributed by UBS New Zealand Ltd. The information and recommendations in this publication are
provided for general information purposes only. To the extent that any such information or recommendations constitute financial advice, they do not take into account
any person’s particular financial situation or goals. We recommend that recipients seek advice specific to their circumstances from their financial advisor. 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: Prepared by UBS Securities
India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India)
400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment)
INF230951431, NSE (Currency Derivatives Segment) INE230951431, BSE (Capital Market Segment) INBO10951437; merchant banking services bearing SEBI Registration
Number: INM0O00010809 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

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

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property
rights. © UBS 2015. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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