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Surely Not Platforms, But Platform?!

* Intel EMT64 and AMD Opteron X86-64 Win.
* No questions? Conference Call Over.

* Have a Nice Day. ..

Well, it 1s not really this simple. But it sometimes feels
like it is.
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This Pie Chart Is Pretty Convincing
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But It’s Money That Matters
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Server Sales Since the 2001 Bust

Server Revenues Over Time Growth Growth
2002 2003 2002-2003 2004 2003-2004
HP X86-X64 $5,108 M $6,628 M 29.8% $7,559 M 14.0%
Dell X86-X64 $3,217 M $3,976 M 23.6% $4,756 M 19.6%
IBM X86-X64 $2,838 M $3,393 M 19.5% $4,175 M 23.0%
Other X86-X64 $5,220 M $5,833 M 11.8% $6,698 M 14.8%
Sun RISC $6,522 M $5,417 M -16.9% $5,083 M -6.2%
HP RISC $5,741 M $5,706 M -0.6% $4,815 M -15.6%
IBM RISC $5,873 M $6,435 M 9.6% $6,310 M -1.9%
Other RISC $1,550 M $1,475 M -4.8% $1,412 M -4.3%
Other Architectures $7,024 M $7,261 M 3.4% $8,700 M 19.8%
TOTAL $43,093 M  $46,123 M 7.0% $49,509 M 7.3%
Server Shipments Over Time Growth Growth
2002 2003 2002-2003 2004 2003-2004
HP X86-X64 1,319,830 1,530,739 16.0% 1,833,484 19.8%
Dell X86-X64 852,332 1,105,251 29.7% 1,407,978 27.4%
IBM X86-X64 557,447 751,457 34.8% 924,170 23.0%
Other X86-X64 1,397,804 1,619,804 15.9% 1,971,086 21.7%
Sun RISC 271,917 273,410 0.5% 301,832 10.4%
HP RISC 69,141 64,126 -7.3% 58,423 -8.9%
IBM RISC 98,993 118,082 19.3% 132,837 12.5%
Other RISC 39,298 40,279 2.5% 52,903 31.3%
Other Architectures 5,039 53,524 962.2% 31,824 -40.5%
TOTAL 4,611,801 5,556,672 20.5% 6,714,537 20.8%

Source: Gartner
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The Problem with Projections

Server and OS Sales

Source: Gartner Group, Late 2000 CAGR
1999 2000 2001 2002 2003 2004 2005 1999-2005
Solaris $6.1 B $6.6 B $6.7 B $7.2B $7.0B $6.9B $6.6 B 1.60%
AIX $3.1B $3.5B $4.1B $4.0B $4.3B $4.5B $4.7B 8.70%
SCO $1.9B $1.6B $1.3B $1.0B $0.7B $0.5B $0.3B -31.00%
True4 $1.2B $1.48B $1.5B $1.6B $1.5B $1.4B $1.1B  -1.70%
HP-UX $5.9B $6.0B $6.4 B $6.7B $6.8B $6.3B $5.5B  -1.40%
Linux $0.5B $1.3B $1.8B $2.2B $2.7B $3.4B $3.8B  50.00%
Other Unix $1.5B $1.3B $1.1B $0.8B $0.7B $0.4B $0.2B -33.20%
Netware $2.9B $2.8B $2.5B $1.6B $1.6B $1.3B $1.1B -17.50%
Windows NT/2K $89B $11.0B $125B $129B $13.4B $151B $19.3B 16.70%
0S/390 and z/OS $8.5B $79B $7.5B $7.1B $7.0B $6.8 B $6.6 B -4.90%
0S/400 $3.6B $4.3B $4.1B $3.8B $3.78B $3.5B $3.2B  -2.30%
Other $6.1 B $5.7B $5.0B $5.1B $49B $46B $43B  -6.80%
Total $50.2B $53.4B $54.5B $54.0B $54.3B $54.7B $56.7B 2.50%

* They are rarely entirely accurate, although they are always
precise.

* They capture current trends well, but their assumptions
can be mvalid because of drastic changes in the market.
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The Worldwide Server Beach Ball
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Worldwide Server Installed Base

Worldwide Server Installed Base, Early 2004

X86-X64 Windows NT 2,000,000
X86-X64 Windows 2000 6,200,000
X86-X64 Windows 2003 1,300,000
X86-X64 Linux 2,500,000
X86-X64 NetWare 2,000,000
X86-X64 Unix 2,000,000
X86-X64 Other 500,000 16,500,000
Sun RISC/Unix 960,000
HP RISC/Unix 240,000
IBM RISC/Unix 310,000
Other RISC/Unix 90,000 1,600,000
IBM AS/400/iSeries 450,000
IBM Mainframe 20,000
HP VMS 375,000
Other Architectures 150,000 995,000
TOTAL 19,095,000

Source: IT Jungle

Jungle
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The Mainframe Slide

$15,000M
Everything Is Great Expand the Factories!
Wait. What Is This?
This Is Called a Recession, and That Is Called a Unix Server
$10,000M
Ooops!
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Unix Firmly Established, Windows No Longer a Joke
$5,000 M
ERP, Y2K, and Dot-Com Bubbles
Steady State for Mainframes?
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Speaker information — Ben Reitzes

Sector Team
Ben Reitzes

Jeff Brickman
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Ben Reitzes, Analyst
IT Hardware & Imaging Technology

Ben Reitzes is a managing director in the technology group of UBS
Investment Research. An analyst since 1995, Mr. Reitzes specializes in IT
hardware and imaging technology companies. In 2004, Mr. Reitzes was
named a runner-up in the IT Hardware Category on the Institutional Investor
All-America Research Team in his first full year covering the sector. For the
past six years he has been recognized as one of the top Imaging
Technology analysts by Institutional Investor including being ranked first in
the Imaging Technology category for the past three years.

Key research products include the unique UBS Server Technologies Forum
and proprietary studies analyzing Dell's impact on the printer industry.

Prior to the UBS AG acquisition of PaineWebber Incorporated, Mr. Reitzes
was the Imaging Technology industry analyst for PaineWebber.

Mr. Reitzes holds a B.S. in economics from Vanderbilt University.

+1212713 3268 ben.reitzes@ubs.com
+1212713 1118 jeff.brickman@ubs.com
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IBM (IBM-$77.14) Buy 1

KEY POINTS
* The strategic “integrated solution” vendor
Target:  $92 « Major restructuring could help
Yield: 0.9% » Must improve services margins and bookings

Potential mainframe cycle next year
« $92 price target reflects 17x 2006 EPS

FY End December _2004A  2005E  2006E

Revenue (Mil) ~ $96,293 §91,885  $94,355 [ heoopipTION: IBM provides computer
% change 8% -5% 3% :

solutions through the use of advanced
Annual EPS $4.50 $4.67 $5.35 information technology. The solutions
Growth rate 4% 15% include technologies, systems,
L-T growth rate: 5-10% products, services, software, and
Consensus $4.83 $5.39 financing.

% UBS Source: UBS estimates and company reports, Consensus First Call. Prices as of May 26th, 2005



Dell (DELL-$40.40) Buy 1

Target:  $45
Yield: 0.00%

KEY POINTS

* Direct business model unmatched

* U.S. share 30%+, only 12%+ share overseas

» Can gain share through calendar 2006 despite a potential
deceleration in the PC market.

* Printer foray is a smart move

» Target of $45 is based on 21x our FY07 EPS estimate
excl. interest income & adding back cash.

FY End January 2005A 2006E 2007E
Revenue (Mil.) $49.205 $57,366 $65,980
% change 19% 17% 15%
Annual EPS $1.29 $1.60 $1.92
Growth rate 28% 24% 20%
L-T growth rate: 20%

Consensus $1.61 $1.90

DESCRIPTION: Dell designs,

develops, manufactures, markets,
services, and supports a variety of
computer systems including
desktops, notebooks, workstations,
servers and storage.

% UBS Source: UBS estimates and company reports, Consensus First Call. Prices as of May 26th, 2005




Hewlett-Packard (HP(Q-$23) Neutral 2

Target:  $25
Yield: 1.75%
* New leadership a plus

FY End October 2004 2005E 2006E
Revenue (Mil.) $79,905 $86,085  $88,991
% change 9% 8% 3%
Annual EPS $1.35 $1.44 $1.56
Growth rate 16% 6% 8%
L-T growth rate: 8%
Consensus $1.47 $1.67

KEY POINTS

* Must turn around the enterprise

» Restructuring across all business units likely
 Would like to see bold moves to unlock value
* Printer business seeing significant challenges

» Target of $25 is based on a sum of the parts analysis, which
is based on a lower execution discount of 10%

DESCRIPTION: HP is a global
enterprise technology solution provider
with a leading imaging and printing
business. The company competes in
both the consumer and commercial
markets.

% UBS Source: UBS estimates and company reports, Consensus First Call. Prices as of May 26th, 2005
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Sun Microsystems (SUNW-$3.82) Neutral 2

KEY POINTS

* Highly leveraged to proprietary (UNIX) systems, faces challenges
_ both secularly and competitively
Target: $4.15 * OPEX too high - - estimated $0.09/share spent on SPARC
Yield: 0.00% development alone
* Solaris 10 is key
» $4.15 price target reflects less than 1X EV/Sales

FYEndJune 2004  2005E  2006E | bESCRIPTION: Sun Microsystems
Io?evenue (Mil)  $11,185  $11 ’994 $11 ’4070 supplies network computing products,
% change 1% 3% including desktop systems, storage
Annual EPS $(0.24)  $(0.01)  $0.05 subsystems, network switches,
Growth rate NM N/M servers, software, microprocessors
L-T growth rate: 8% and a full range of services and
Consensus $0.00 $0.06 support. lts software utilizes the UNIX
operating system.

% UBS Source: UBS estimates and company reports, Consensus First Call. Prices as of May 26th, 2005
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EMC (EMC-$14.14) Buy 1

KEY POINTS

« Strong storage fundamentals long-term, EMC well positioned as
_ market leader
Target: $16 « Software could provide the hidden leverage
Yield: 0.00% * Momentum in mid-range
+ Competitive “bark” worse than bite — HDS & IBM
» Target of $16 based on 3x EV/sales, which is at the lower end of
historical trading ranges.

FY End Jangarv 2004 2005E 2006E DESCRIPTION: EMC designs,
Revenue (Mil) ~ $8,229  $9,588  $10,765 makes, markets and supports a wide
% change 32% 17% 12% range of storage related hardware,
Annual EPS $0.36 $0.51  $0.63 software and service products for
Growth rate 84% 41% 23% the open systems, mainframe and
L-T growth rate: 20% network attached information
Consensus $0.51 $0.62 storage and retrieval system market.

% UBS Source: UBS estimates and company reports, Consensus First Call. Prices as of May 26th, 2005
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Apple (AAPL-$40.74) Buy 2

KEY POINTS
» Mac story taking shape
Target:  §$54 + Significant operating leverage
Yield: 0.00% * Reinvigorated brand with “iPod Multiplier Effect’
« Valuation factors in cash and margin expansion potential
» Target of $54 is based on EV/sales of slightly more than 2x
FY End September 2004 2005E _ 2006E
Revenue (Mil.) $8,279 $13,772 $16,127 | DESCRIPTION: Apple designs,
% change 33% 66% 17% manufactures and markets
malErs s sim st | TPErie b e
Growth rate 272% 250% 20%

L-T growth rate: 15-20%

Consensus $1.31 $1.51

communicating solutions for sale mainly to
education, creative, home, business and
government customers.

% UBS Source: UBS estimates and company reports, Consensus First Call. Prices as of May 26th, 2005
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Risk Statement

3¢ UBS

Investing in technology stocks involves a high degree of risk because of rapid changes in technology

and competitor actions. A significant portion of HPQ's revenue is exposed to the volatile enterprise
hardware market and the company faces risk from other well-financed competitors who may possess
certain critical intellectual property. Hewlett-Packard is also in the final phases of merging with Compaq
and while the merger is mostly complete, additional restructuring is possible. Also, we believe Hewlett-
Packard could initiate another acquisition or merger which could pose another layer of integration risk.

Our estimates of Hewlett-Packard’s, Dell’s and IBM’s future business prospects include multiple variables,
many of which are difficult if not impossible to determine with high degree of accuracy. And both
company use Linux and license UNIX puts it in the crosshairs of recent litigation between The SCO Group
and the Linux and UNIX community.

Hewlett-Packard’s, Dell’s and IBM’s PC businesses faces formidable competition from each other and
from other vendors. Hewlett-Packard’s migration of all its server lines to Itanium poses significant
transition risk as development efforts will require spending and there is no guarantee that existing
customers will follow the company’s product roadmap and migration agenda which could impact the
revenue outlook in the enterprise space.

While IBM has a well developed global services offering, Hewlett-Packard is still in the early stages of
building a services business which we believe is critical to the company’s long term success. On the printer
front, Hewlett-Packard’s crown jewel printing business continues to gain share and make progress versus
the competition and we note Dell’s entry into the space as a potential game changer two to three years out.
All three of the above mentioned companies have financing business (or interests in a financing business)
that are subject to interest rate risk and credit risk. And the company’s international presence makes them
subject to currency fluctuations and other geopolitical risks.

The companies mentioned are subject to risks associated with sales of technology hardware that can

be quite volatile. In addition, the companies all have significant overseas exposure and are subject to
international currency risks. IBM and HP are in the process of integrating acquisitions, which can also
sometimes lead to volatility in performance if goals are not met. The technology services businesses at
these companies also face competition from lower cost geographies, where computer programmers and call
center employees cost far less. IBM, Dell and HP all have significant investments in the open source
movement or Linux. SCO Systems is suing IBM for patent infringement claiming that Linux software sold
by IBM contains pieces of Unix code under contract by SCO. Microsoft has signed a deal to license Unix
from SCO, attempting to legitimize SCO’s claims. We cannot predict the outcome of this lawsuit and its
impact on proliferation of the Linux operating system, which is key to server growth at all of the companies
mentioned above. While our experience and research leads us to believe that the SCO situation may turn
out to be immaterial, we are watching it closely and the outcome could impact the hardware sector.
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Disclosures: Global Ratings - Definitions and Allocations

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.

UBS rating Definition UBS rating Definition Rating category Coverage' IB services?®
FSR is > 10% above the FSR is > 10% above the

Buy 1 MRA, higher degree of  Buy 2 MRA, lower degree of Buy 37% 30%
predictability predictability
FSR is between -10% FSR is between -10%

0, 0,

Neutral 1 af‘d 10% of the MRA, Neutral 2 and 10% of the MRA, Hold/Neutral 52% 32%
higher degree of lower degree of
predictability predictability
FSR is > 10% below the FSR is > 10% below the

Reduce 1 MRA, higher degree of = Reduce 2 MRA, lower degree of Sell 1% 25%
predictability predictability

1: Percentage of companies under coverage globally within this rating category.

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

Source: UBS; as of 31 March 2005.

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% (an approximation of the
equity risk premium).

Predictability Level The predictability level indicates an analyst’s conviction in the FSR. A predictability level of ‘1" means
that the analyst’s estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. A predictability level of ‘2’
means that the analyst’s estimate of FSR is in the middle of a broader, or larger, range of possibilities.

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.
Rating/Return Divergence (RRD) This qualifier is automatically appended to the rating when stock price movement has
caused the prevailing rating to differ from that which would be assigned according to the rating system and will be removed
when there is no longer a divergence, either through market movement or analyst intervention.

3¢ UBS



Disclosures (continued)

Global ratings: Definitions and allocations (continued)

EXCEPTIONS AND SPECIAL CASES

US Closed-End Fund ratings and definitions are: Buy: Higher stability of principal and higher stability of dividends;
Neutral: Potential loss of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk.

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; Reduce: Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-10% 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 Companies Mentioned table in the relevant research
piece.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body 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 (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.

3¢ UBS
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Companies Mentioned — Ratings & Prices

3¢ UBS

Company Name Reuters Rating Price Price date/time
Apple Computer 26 May 2005 19:36
Inc.21 AAPL.O Buy2 US$40.74 EDT
:?lecl.l4a,6c,6a,6b,7,16,22 DELL.O (ElgD1) US$40.40 26 May 2005 128.?_
EMC 4b,6a,6b,7 Buy 1 26 May 2005 19:36
= y a, oy .
1((:itggporatlon EMC.N (RRD) US$14.14 EDT
Hevxﬁg;,li’sackard HPQ.N Neutral 2 US$23.00 26 May 2005 19:36
Co. EDT
IBM 26 May 2005 19:36
Corp.2%4a56a6b.7,16.2 IBM.N Buy1 US$77.14 y '
2 EDT
Sun 26 May 2005 19:36
Microsystems'® SUNW.O  Neutral 2 US$3.82 EDT

Prices as of 26 May 2005. Source: UBS.

Source: UBS. EDT: Eastern daylight time.
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Companies Mentioned

3¢ UBS

4a.

4b.

6a.

6b.

6¢C.

16.

22.

UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the
underwriting or placement of securities of this company or one of its affiliates
within the past 12 months.

UBS Securities LLC is acting as advisor to IBM on its announced acquisition
of Healthlink Inc.

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

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

This company is, or within the past 12 months has been, a client of UBS
Securities LLC, and non-investment banking securities-related services are
being, or have been, provided.

This company is, or within the past 12 months has been, a client of UBS
Securities LLC, and non-securities services are being, or have been,
provided.

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

Within the past 12 months, UBS Securities LLC has received compensation
for products and services other than investment banking services from this
company.

The equity analyst covering this company, a member of his or her team, or
one of their household members has a long common stock position in this
company.

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

A member of the UBS Wealth Management Investment Strategy and

Research team, or one of their household members, has a long common
stock position in this company. 23



Additional Disclosures

3¢ UBS

For a complete set of disclosure statements associated with the companies
discussed in this report, including information on valuation and risk, please
contact:

UBS Securities LLC
1285 Avenue of Americas
New York, NY 10019, USA

Attention: Publishing Administration

24



Disclaimer — Slide 1 of 2

3¢ UBS

This material has been prepared by: UBS Securities LLC, an affiliate of UBS AG (UBS)

Head office: UBS Limited, 1 Finsbury Avenue, London, EC2M 2PP, UK Phone: +44-20-7567 8000
Local office: UBS Securities LLC, 1285 Avenue of the Americas, New York, NY 10019
Phone: +1-212-713 2000

This material has been prepared by UBS AG, or an affiliate thereof ("UBS"). In certain countries UBS AG is
referred to as UBS SA.

This material is for distribution only under such circumstances as may be permitted by applicable law. It has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. It is
published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. No representation or warranty, either express or implied, is
provided in relation to the accuracy, completeness or reliability of the information contained herein, except with
respect to information concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete
statement or summary of the securities, markets or developments referred to in the report. The report should not
be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this
report are subject to change without notice and may differ or be contrary to opinions expressed by other business
areas or groups of UBS as a result of using different assumptions and criteria. UBS is under no obligation to
update or keep current the information contained herein. UBS, its directors, officers and employees (excluding
the US broker-dealer unless specifically disclosed under required disclosures) or clients may have or have had
interests or long or short positions in the securities or other financial instruments referred to herein, and may at
any time make purchases and/or sales in them as principal or agent. UBS (excluding the US broker-dealer
unless specifically disclosed under Required Disclosures) may act or have acted as market-maker in the
securities or other financial instruments discussed in this report, and may have or have had a relationship with or
may provide or has provided investment banking, capital markets and/or other financial services to the relevant
companies. Employees of UBS may serve or have served as officers or directors of the relevant companies. UBS
may rely on information barriers, such as "Chinese Walls," to control the flow of information contained in one or
more areas within UBS, into other areas, units, groups or affiliates of UBS.
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Disclaimer — Slide 2 of 2

3¢ UBS

The securities described herein 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. Past performance is not necessarily indicative of future results. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument mentioned in this
report. For investment advice, trade execution or other enquiries, clients should contact their local sales
representative. Neither UBS nor any of its affiliates, nor any of UBS' or any of its affiliates, directors, employees
or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report.
Additional information will be made available upon request.

United Kingdom and rest of Europe: Except as otherwise specified herein, this material is communicated by UBS
Limited, a subsidiary of UBS AG, to persons who are market counterparties or intermediate customers (as
detailed in the FSA Rules) and is only available to such persons. The information contained herein does not
apply to, and should not be relied upon by, private customers. Switzerland: Distributed by UBS AG to persons
who are institutional investors only. ltaly: Should persons receiving this research in Italy require additional
information or wish to effect transactions in the relevant securities, they should contact Giubergia UBS SIM SpA,
an associate of UBS SA, in Milan. South Africa: UBS South Africa (Pty) Ltd (incorporating J.D. Anderson & Co.)
is a member of the JSE Securities Exchange SA. 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 report
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 report must be effected through
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