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Outline: A twisted story of fundamentals & price

♦ Our oil price deck includes our short-term view (current year plus
two); projections for the medium term and “normalised”

♦ What’s new, short term: Great macro uncertainty + politics

� Oil demand scenarios/sensitivities and consumer politics

� Supply side setbacks, geo-politics and Opec

♦ The easy part, the medium term: “demand constrained by supply”

� It’ll take a few years before, again, oil demand grows

� Quantifiable limits to capacity growth out to 2015
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UBS Oil price forecast for 2009

Source: Bloomberg, IMF, and UBS

Brent futures, prompt contract daily
close (actual and UBS forecast). Near-
term we anticipate further downside,
before quarterly averages climb back up
to normalised in H2’09
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UBS Oil price forecast deck

Source: Bloomberg, Thompson First Call and UBS

UBS Oil price forecasts for Brent and WTI 2008 through 2013, and "Normalised" 

Normalized

Brent 2007A 3Q08A 4Q08E 2008E* 1Q09E 2Q09E 3Q09E 4Q09E 2009E 1Q10E 2Q10E 3Q10E 4Q10E 2010E 2011E 2012E 2013E

New forecast 72.66$ 117.15 60$     99$     53$     50$     71$     66$     60$     69.00$ 74.00$   81.00$    76.00$ 75$     85$     95$     85$     

Old forecast 106$   111$   113$   100$   101$   106$   105$   116$   136$   155$   95$     

Diff % -43% -10% -53% -50% -30% -38% -43% -35%

$ (46)$   (11)$   (60)$   (50)$   (30)$   (40)$   (45)$   (41)$   

Futures* 56$     61$     64$     67$     63$     73$     79$     82$     85$     

Sell side Average 104$   87$     

WTI 2007A 3Q08A 4Q08E 2008E* 1Q09E 2Q09E 3Q09E 4Q09E 2009E 1Q10E 2Q10E 3Q10E 4Q10E 2010E 2011E 2012E 2013E

New forecast 72.23$ 118.22$ 60$     100$   55$     50$     70$     65$     60$     70 75 80 75 75$     86$     96$     86$     

Old forecast 108$   112$   115$   100$   100$   105$   105$   117$   137$   156$   96$     

Diff % -44% -11% -52% -50% -30% -38% -43% -36%

$ (48)$   (12)$   (60)$   (50)$   (30)$   (40)$   (45)$   (42)$   

Futures* 58$     61$     65$     66$     66$     74$     79$     81$     

Sell side Average 85$     106$   88$     88$     90$     90$     85$     81$      82$        84$         89$     94$     93$     

* We took ICE cleared calender swaps, average settlement in last 9-days trading.

2008 2009 2010 2011 2012 2013

BRENT New 73$     75$     78$     80$     83$     85$     

Old 81$     84$     87$     89$     92$     95$     

WTI New 73$     75$     78$     81$     84$     86$     

Old 74$     76$     79$     82$     85$     87$     

Our normalised oil price reflect Global Oil Co’s normal upstream returns 
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UBS Oil price forecast deck

Source: Bloomberg, IMF, Thompson First Call and UBS

Points of resistance, or reference, for prices, including sovereign producers’ fiscal break-
even assessments, our normalized price curve and cash operating costs
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Near term: Uncertainty & politics

♦ Oil demand base case, scenarios and
sensitivities, as well as consumer politics

♦ Supply events, trends, geo-politics

♦ Opec back at center stage
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How low can oil prices go?

Source: UBS
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Taking down expectations for oil demand growth
2007 2007 last 5-yr 2008E 2009E 2010E

Oil Demand average y/y %

in MBblsd pa % chg Growth

Global 85,974       1.1% 1.9% 0.1% -0.4% 1.3%

N America 25,527       +0.4 +1.1 -4.6 -2.4 +0.5

Canada 2,364        +2.9 +2.6 -1.5 -0.7 +0.9

Mex ico 2,119        +2.0 +1.7 +0.4 -1.1 +0.6

USA 20,680       -0.0 +0.9 -5.6 -2.9 +0.4

S America 5,714        +6.4 +3.3 +3.4 +0.2 +1.6

Brazil 2,444        +6.5 +2.1 +5.4 +1.2 +1.6

Europe 16,055       -2.2 +0.1 -0.6 -2.6 -0.7

France 1,950        -1.6 -0.3 -0.1 -1.5 -0.8

Germany 2,456        -8.8 -2.0 +3.0 -2.8 -0.8

Italy 1,702        -2.3 -1.9 -3.9 -1.6 -0.8

UK 1,763        -2.7 +0.3 -5.4 -5.8 -3.6

Other Europe 8,184        -0.1 +1.3 -0.1 -2.3 -0.0

FSU 3,999        -4.0 +0.7 +5.8 -1.6 -1.0

Mideast 6,734        +6.0 +5.3 +5.8 +4.4 +3.2

Africa 2,965        +4.4 +2.8 +3.8 +2.5 +4.0

Asia-Pac 24,980       +1.9 +2.9 +1.6 +1.2 +2.6

China 7,468        +4.9 +7.7 +5.2 +4.0 +5.6

India 2,932        +6.1 +4.2 +5.3 +3.7 +4.0

Japan 5,007        -3.7 -1.2 -3.5 -1.6 -1.2
South Korea 2,214        +1.6 +0.6 -2.5 -4.2 -1.0

OECD 49,177       -0.8 +0.5 -3.1 -2.4 -0.1

Non-OECD 36,797       +3.7 +4.0 +4.3 +2.1 +2.9

Source: IEA, DoE, OPEC; national statistics agencies including OMV, AFP, UP, ANP, PTT, CERI; national oil companies, including
PEMEX, international oil companies including BP and its Statistical Review of World Energy; Reuters, Bloomberg; UBS estimates and
forecasts.
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OECD Oil demand and growth rates

Source: UBS

OECD oil demand and growth rates. Since the shortages of the 1970s and attendant
wholesale government intervention on the demand side, OECD oil use has continued to

expand, recession or not. This year’s contraction is extreme.
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At the OECD core, US oil demand is falling fast

Source: IEA, UBS

US oil demand is falling fast, faster than weekly
data had estimated as both the deteriorating macro
and high prices take their toll

Transport fuels make up 70% of US oil demand. In
June/July their use fell much more sharply than can
be explained by the macro economy
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US gasoline demand is down, people drive less
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Clearly, Americans drove less, much less, this
year. But why did they drive less? Was it the
economy, or price; or both?

 But it will take a while getting new,
efficient cars on the road
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US fuel efficiency is not really improving

Source: DoT, DoE and UBS

A less precise measure to be sure, but monthly data on fuel burned and
miles driven show no sign of improving fuel efficiency either
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A quick way to cut gasoline use: Drive up price

Source: UBS

$4 per gallon ($5 for premium) appears to be the limit to what American
drivers are willing to pay. Here we plot gasoline demand growth (% YoY)
against retail gasoline prices, monthly (2002 through July)
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China’s oil demand

Source: UBS

 China’s implied demand by month from January 1996

 … and China’s net oil imports
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China’s oil demand

Source: UBS

In China as well, oil demand is more and more driven by transport, and intensity likely to rise
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Supply side concerns are real, and growing

Source: UBS,Bloomberg

Conventional crude oil output growth ex Iran, Iraq, Kuwait, Mexico and Saudi Arabia (states
where the industry has no access) has hit the proverbial brick wall. Here we plot monthly
crude oil output against corresponding average Brent futures prices

$-

$20

$40

$60

$80

$100

$120

$140

44 46 48 50 52 54 56

1995-2006 2007 2008

million barrels per day

Brent 



16Jan Stuart +1-212-713-1074  jan.stuart@ubs.com

… non-Opec production is falling

Source: UBS

 Year-over-year growth of all non-Opec oil supplies, by quarter in kbd
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News this year from  Mexico & Russia

Source: Reuters, Bloomberg, Pemex,
Energy Ministry of Russia, UBS

Mexico’s oil production is falling fast, because output at its crown-
jewel Cantarell field is collapsing (here we plot that field’s year-
over-year decline each month, kbd)

Russia’s oil output grinds lower
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The point about decline rates – Mexico’s extreme

Source: Pemex UBS

A long history of production at the second largest non-Opec field, Mexico’s Cantarell.
Decline rates are accelerating, fast. Latest y/y decline rate is -38%, y/y, in September
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Non-Opec failed this year, will it fail in 2009 too?

Source: UBS

Non-Opec oil producers: So far this year they have woefully underperformed. We expect
them to do better next year. We plot actual production changes in 2008 (through
September) and our forecast for 2009. (All oil, including NGLs, bio-fuels etc.)
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What about Opec?

Source: Opec Secretariat, Petrologistics, UBS

Opec has spare capacity, but manages supply. Here we list the group’s recent  production and
capacity. Opec cut supply and helped reduce inventory last year. This year it kept production in
check (and flows from Nigeria fell). We expect more restraint this Fall

Opec Break Even

Secretariat What effect: oil price for 

UBS production assessment Tally Old Nov 1 New Decline from  Sept 2008

(mmbd) Aug-08 Sep-08 Oct-08 Sep-08 "Target" Target official UBS est fiscal account**

Algeria 1.34           1.21           1.29           1.41           1.36           1.29         -0.1 0.1 56$            

Angola 1.72           1.73           1.73           1.77           1.90           1.80         0.0 0.1

Ecuador 0.50           0.50           0.50           0.50           0.51           0.48         0.0 0.0

Iran 3.90           3.93           3.73           3.95           3.82           3.62         -0.3 -0.3 90$            

Kuw ait* 2.63           2.75           2.61           2.59           2.53           2.40         -0.2 -0.4 33$            

Liby a 1.54           1.74           1.69           1.72           1.71           1.62         -0.1 -0.1 47$            

Nigeria 1.96           1.80           1.93           2.00           2.16           2.05         0.0 0.2

Qatar 0.86           0.85           0.86           0.86           0.83           0.79         -0.1 -0.1 24$            

Saudi Arabia* 9.56           9.09           8.92           9.38           8.94           8.48         -0.9 -0.6 49$            

UAE 2.65           2.69           2.65           2.60           2.57           2.43         -0.2 -0.3 23$            

Venezuela 2.33           2.33           2.30           2.36           2.47           2.34         0.0 0.0

Opec-11 29.0           28.6           28.2           29.1           28.8           27.3         -1.8 -1.3

Iraq 2.32           2.16           2.31           2.23           111$          

Spare Cap 2.0            2.6            2.9            2.1            

Capacity 31.0 31.2 31.1 31.2

*Include "Neutral Zone" production of 550-600kbd ** Source: IMF Regional Economic Outlook, Oct 2008
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Spare capacity should rise next year

Source: UBS

 Global spare crude oil production capacity (annual average)
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Opec politics are again getting more interesting

♦ Hawks vs GCC: Iran, Venezuela, Libya, Algeria,
Nigeria, Ecuador and Angola were arrayed against
Saudi Arabia, Kuwait, the UAE and Qatar

♦ Saudi fears: An Iran emboldened by Russia and Iraq
split into three “-stans”

♦ Might Russia join Opec? Or why was Igor Setchin, the
deputy Prime Minister of the Russian Federation in
Vienna in September?

♦ How long can Saudi Arabia remain part of the ‘solution’
to global economic/financial problems?
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Oil market fundamentals and financial flows

Brent futures spot (daily close) and difference between spot and 6-months out contract. A
positive difference, backwardation, signals tight markets. Fundamentals turned weaker in
May/June and have deteriorated since.
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Oil futures markets: A deep contango for Brent

Source: Bloomberg, UBS

 Those Brent futures time-spreads (price of prompt contract less price of 6-month
deferred, daily) are still struggling to turn in a bullish direction.
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Spot-premiums of IPE Gasoil futures

Source: Bloomberg, UBS

Similarly, time-spreads of the Gasoil contract, which reflect middle distillate fundamentals,
turned negative in June. They should rebound and turn positive  into winter, but have so far
failed to do so, after a valiant attempt to rally in September.
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Financial headwinds: Oil futures markets shrank

Source:  UBS

WTI crude oil futures’ open interest, combined totals of both on ICE & Nymex, have
trended lower since the middle of last year. Markets are still shrinking thanks to de-
leveraging, dis-investments, index outflows & repositioning.
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Commodity index inflows, and outflows

Source:  UBS

In the third quarter of 2008 as much money was taken out of agricultural holdings by
commodity index investors as was put in in the preceding two years, judging from our
interpreting of reported flows into and out of agricultural commodities -- which should
parallel index flows for energy contracts
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 “demand constrained by supply” (postponed)

♦ Medium term scenarios, a picture of a 1000 words

♦ Why long-dated futures prices began to venture far higher
than cost-of-supply calculations warrant

♦ A big picture S&D balance

♦ Medium term demand drivers

♦ Supply constraints quantified through 2015
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Scarcity in a nutshell (the 1,000 word picture)

Source: UBS
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 Our medium-term outlook remains structurally bullish for oil prices
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Long-dated oil prices: Extraction or use?

Two-year out WTI futures have averaged $71/b in the last two years. Their 100-day moving average  stayed within one
standard deviation of that $71 average, despite significant volatility since April 2006 through Dec ’07. We think long-dated
prices were gravitating toward the real ‘cost’ of “extraction”

Already in January that 100-day moving average busted out through the 2-standard deviation barrier. We could no longer
explain this long-dated price with all-in, cost-of-supply driven “normalised” prices.

Markets were looking for a demand destruction level of oil prices, putting a value on “use”.

Source: Bloomberg and UBS
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Our medium term balance doesn’t add up

Source:  Refer Next Page

UBS’s extended global oil balance (11 years, 2005 through 2015E) …

mmb/d 2005 2006 2007 2008E 2009E 2010E 2011E 2012E 2013E 2014E 2015E

Demand

OECD America 25.6 25.4 25.5 24.3 23.8 23.9 24.0 23.9 23.6 23.0 22.1

OECD Europe 15.7 15.7 15.3 15.2 14.8 14.7 14.6 14.6 14.6 14.7 14.7

OECD Asia Pac 8.6 8.5 8.3 8.1 8.0 7.9 7.9 7.8 7.8 7.7 7.6

OECD 49.8 49.6 49.2 47.7 46.5 46.4 46.5 46.3 45.9 45.4 44.4

FSU 4.0 4.2 4.0 4.2 4.2 4.1 4.1 4.1 4.1 4.1 4.0

China 6.7 7.1 7.5 7.9 8.2 8.6 9.2 9.7 10.4 11.0 11.7

Other Asia 8.8 8.9 9.2 9.4 9.5 9.8 10.0 10.3 10.6 10.9 11.2

South America 5.2 5.4 5.7 5.9 5.9 6.0 6.1 6.1 6.2 6.2 6.3

Mideast 6.0 6.4 6.7 7.1 7.4 7.7 7.9 8.2 8.5 8.8 9.2

Africa 2.8 2.8 3.0 3.1 3.2 3.3 3.4 3.5 3.6 3.6 3.7

Non-OECD 34.3 35.5 36.8 38.4 39.2 40.3 41.6 42.8 44.1 45.5 46.9

Total 84.1 85.1 86.0 86.0 85.7 86.7 88.0 89.1 90.1 90.8 91.3
Supply

Americas 17.7 17.8 17.9 17.7 17.5 17.2 17.5 17.3 16.9 16.7 16.6

Europe 5.8 5.4 5.2 4.9 4.6 4.4 3.9 3.5 3.1 2.8 2.5

FSU 11.8 12.2 12.8 12.8 13.1 13.1 13.0 13.0 13.2 13.6 13.9

Africa 2.4 2.6 2.7 2.9 3.0 3.0 3.0 2.9 2.9 2.9 2.9

Mideast 1.8 1.7 1.6 1.6 1.6 1.7 1.6 1.6 1.5 1.4 1.4

Asia 8.0 8.0 8.0 8.2 8.5 8.7 8.6 8.6 8.6 8.5 8.3

Non-Opec Supply 47.4 47.8 48.2 48.1 48.4 48.1 47.6 46.9 46.2 45.9 45.6

Opec Crude Oil 30.4 30.8 30.5 31.1 30.3 30.9 31.9 33.7 34.9 34.6 34.4

  Opec 11 28.6 28.9 28.5 28.8 27.9 28.3 26.5 27.9 28.7 28.1 27.7

Opec non-crude 4.2 4.3 4.4 4.6 5.1 5.5 5.9 6.1 6.2 6.3 6.4

Processing Gain 2.1 2.1 2.1 2.2 2.3 2.4 2.5 2.5 2.6 2.7 2.8

Total 84.1 85.0 85.2 86.0 86.1 86.8 88.0 89.2 90.0 89.5 89.2
Memo:

Capacity 85.8 87.1 87.7 88.5 89.9 90.8 91.4 90.8 90.0 89.5 89.2

Spare 1.7 2.1 2.5 2.5 3.8 3.9 3.4 1.6 0.0

Relativ e 2.0% 2.5% 3.0% 2.9% 4.5% 4.5% 3.9% 1.8%

To Balance

Implied stock change -0.0 -0.1 -0.8 +0.0 +0.4 +0.1 -0.1 +0.1 -0.1 -1.3 -2.1

OECD stock cover 51.0 53.5 52.6 56.7 58.0 57.4

Non-Opec peaks

Real demand grow th 

limited to China, 

emerging market Asia 

and the Middle East 

Capacity grow th  limit

Too little supply  and/or too 

much demand

2012 -'13 global 

production peaks

OECD oil demand 

perks up one last time 
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… the balance has most risk on the demand side

Source: IEA, UBS and assessments based on historical data partially sourced from the IEA, DoE, OPEC; national energy
statistics agencies including OMV, AFP, UP, ANP, PTT, CERI; national oil companies, including PEMEX, international oil
companies including BP and its Statistical Review of World Energy; Reuters, Bloomberg;

UBS’s extended global oil balance (11 years, 2005 through 2015E) …

Demand 2005 2006 2007 2008E 2009E 2010E 2011E 2012E 2013E 2014E 2015E

OECD America 0.7% -0.6% 0.4% -4.6% -2.4% 0.5% 0.6% -0.5% -1.3% -2.4% -4.0%

OECD Europe 0.9% 0.1% -2.4% -0.8% -2.7% -0.8% -0.4% 0.0% 0.0% 0.5% 0.5%

OECD Asia Pac 0.9% -1.4% -1.6% -2.6% -2.0% -0.7% -0.5% -0.6% -0.7% -0.9% -1.0%

OECD 0.8% -0.5% -0.8% -3.1% -2.4% -0.1% 0.1% -0.4% -0.8% -1.2% -2.1%

FSU 0.5% 5.3% -4.0% 5.8% -1.6% -1.0% 0.0% 0.0% 0.0% -1.0% -2.0%

China 1.9% 6.0% 4.9% 5.2% 4.0% 5.6% 6.4% 6.1% 6.2% 6.4% 6.5%

Other Asia 1.5% 1.0% 2.9% 2.5% 1.6% 2.8% 2.4% 2.8% 2.8% 2.7% 2.7%

South America 2.0% 3.9% 6.4% 3.4% 0.2% 1.6% 1.6% 0.7% 0.9% 0.6% 0.6%

Mideast 5.2% 5.6% 6.0% 5.8% 4.4% 3.2% 3.4% 3.4% 3.7% 3.7% 4.1%

Africa 4.5% -0.4% 4.4% 3.8% 2.5% 4.0% 3.4% 2.7% 2.1% 1.4% 1.4%

Non-OECD 2.5% 3.6% 3.7% 4.3% 2.1% 2.9% 3.1% 3.0% 3.1% 3.0% 3.1%

TOTAL DEMAND 1.5% 1.2% 1.1% 0.1% -0.4% 1.3% 1.5% 1.2% 1.1% 0.8% 0.5%

Global GDP growth 4.4% 4.9% 4.8% 3.0% 1.3% 2.9% 3.5% 3.5% 3.5% 3.5% 3.5%

Supply Year to Year change in mmb/dYear to Year change in mmb/d

Americas -0.3 0.2 0.0 -0.2 -0.2 -0.3 0.3 -0.3 -0.4 -0.2 -0.1

Europe -0.4 -0.4 -0.2 -0.3 -0.3 -0.3 -0.5 -0.4 -0.4 -0.3 -0.3

FSU 0.4 0.5 0.5 0.0 0.3 0.0 -0.1 0.0 0.2 0.4 0.3

Africa 0.1 0.2 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0

Mideast -0.1 -0.1 0.0 0.0 0.0 0.0 -0.1 0.0 -0.1 -0.1 -0.1

Asia 0.1 0.1 0.0 0.2 0.3 0.1 -0.1 0.0 0.0 -0.1 -0.1

Non-Opec Supply -0.2 0.4 0.4 -0.1 0.3 -0.4 -0.4 -0.7 -0.7 -0.3 -0.3

Opec Crude Oil 0.8 0.4 -0.3 0.6 -0.9 0.6 1.0 1.8 1.2 -0.3 -0.2

  Opec 10 1.1 0.2 -0.4 0.4 -1.0 0.5 -1.8 1.3 0.9 -0.6 -0.4

Opec non-crude 0.3 0.1 0.1 0.2 0.5 0.4 0.4 0.2 0.1 0.1 0.1

Processing Gain 0.1 0.1 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

TOTAL SUPPLY 1.0 1.0 0.2 0.8 0.0 0.8 1.1 1.3 0.7 -0.5 -0.3

Biggest up-side risk

Biggest dow n-side 

risk
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Global oil demand, where we see growth

Our forecast oil demand growth in the 2007-2015 time frame

Source: UBS
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The easy part is the supply side, 5-years 2007-’12

Source: UBS

Cumulative changes in global oil production-capacity, broken down by significant
producers 5 years through 2012, annual averages (and 3 demand-growth scenarios)
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The easy part of our medium-term forecast

Source: UBS

Cumulative changes in global oil production-capacity by significant producers through
2015, annual averages set against demand-growth scenarios
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Low prices hurt upstream activity. What’s needed?
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Conclusion

♦ The oil cycle is a long one.

♦ Prices will likely cycle off a floor and into a
rising ceiling

♦ We need answers on the macro (e.g. when will
the credit crunch ease?) to know where price
will go in the shorter term

♦ In all  this the supply side is to o easily
forgotten, a key question is how much damage
will low prices do to capacity
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UBS Global Supply Estimates

Source: See Next page

 Global oil supplies (inclusive of all liquids including crude oil, natural gas liquids, bio-fuels
and processing gains)

Oil Supply year-over-year change

in kbd in kbd

2007 Aug-08 Sep-08 Oct-08 Q3-08 2008E 2007 Sep-08 Sep-08 Q3-08 YTD 2008E

Global Oil 85,220        85,590        84,260        85,290        85,730        86,030        +200 -800 -800 +720 +1130 +800

Opec all oil 34,880        35,890        35,360        35,220        35,890        35,720        -220 +130 +130 +870 +1190 +850

Opec 11 crude 28,450        28,980        28,610        28,210        29,030        28,800        -400 -50 -50 +510 +690 +350

Non Opec 48,210        47,390        46,530        47,680        47,530        48,090        +400 -1020 -1020 -230 -130 -120

Procesing gains 2,140          2,320          2,360          2,390          2,310          2,220          +20 +90 +90 +90 +70 +80

North America 14,770        14,660        13,290        14,120        14,270        14,460        +40 -1440 -1440 -420 -290 -310

US 7,440          7,600          6,460          7,090          7,280          7,490          +100 -850 -850 -50 +130 +40

Canada 3,320          3,370          3,160          3,410          3,290          3,280          +140 -160 -160 -70 -100 -30

Mex ico 3,480          3,120          3,080          3,020          3,120          3,140          -210 -460 -460 -320 -340 -340

South America 6,920          6,920          6,920          6,950          6,900          6,880          -160 +0 +0 -30 -70 -40

Venezuela 2,550          2,400          2,400          2,370          2,400          2,390          -140 -150 -150 -140 -150 -150

Brazil 2,050          2,230          2,250          2,300          2,220          2,210          +60 +200 +200 +150 +110 +150

Europe 5,590          4,850          5,160          5,460          5,140          5,350          -200 -170 -170 -210 -240 -240

Norw ay 2,560          2,270          2,350          2,440          2,410          2,440          -210 -100 -100 -80 -120 -130

United Kingdom 1,630          1,170          1,400          1,610          1,330          1,540          +0 -80 -80 -120 -100 -100

FSU 12,970        12,660        12,800        12,750        12,900        13,020        +510 +50 +50 -60 +90 +50

Russia 10,070        10,030        10,040        10,070        10,030        10,020        +220 -20 -20 -60 -50 -50

Kazakhstan 1,380          1,420          1,400          1,530          1,440          1,480          +50 +0 +0 +60 +60 +100

Azerbaijan 870            520            670            460            740            840            +210 +70 +70 -80 +50 -30
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UBS Global Supply Estimates

Source: IEA,DOE,OPEC; national energy statistics agencies including OMV,AFP,UP,ANP,PTT,CERI; national oil companies ,including
PEMEX ,international oil companies including BP and its Review of world energy; Reuters, Bloomberg; and UBS estimates and forecasts.

Oil Supply year-over-year change

in kbd in kbd

2007 Aug-08 Sep-08 Oct-08 Q3-08 2008E 2007 Sep-08 Sep-08 Q3-08 YTD 2008E

Middle east 25,700        26,970        26,530        26,250        26,910        26,540        -310 +590 +590 +1160 +1150 +840

Saudi Arabia 10,290        11,060        10,590        10,450        10,850        10,630        -410 +140 +140 +490 +510 +340

Iran 4,320          4,240          4,270          4,080          4,330          4,240          +70 +110 +110 +120 -50 -80

UAE 3,160          3,280          3,320          3,310          3,310          3,270          -50 +120 +120 +120 +100 +110

Kuw ait 2,690          2,740          2,860          2,720          2,830          2,740          -80 +180 +180 +170 +100 +50

Iraq 2,080          2,350          2,180          2,340          2,300          2,360          +120 -50 -50 +130 +330 +280

Africa 10,780        10,820        10,760        10,930        10,870        11,060        +300 -120 -120 +20 +300 +280

Nigeria 2,290          2,180          2,030          2,160          2,150          2,210          -80 -430 -430 -230 -90 -80

Algeria 2,180          2,190          2,070          2,150          2,130          2,140          +30 -100 -100 -60 -50 -40

Liby a 1,800          1,700          1,900          1,850          1,770          1,840          -40 +110 +110 -20 +50 +50

Angola 1,710          1,770          1,780          1,770          1,840          1,920          +300 +100 +100 +140 +260 +210

Asia 8,490          8,710          8,800          8,820          8,740          8,710          +20 +300 +300 +270 +190 +220

Indonesia 950            990            990            990            990            980            -100 +40 +40 +40 +30 +30

China 3,760          3,800          3,810          3,830          3,820          3,820          +60 +70 +70 +90 +50 +60

India 830            840            850            840            840            840            +20 +10 +10 +0 +10 +10

Memo:

Non opec Inc l Angola,Ecdr 49,260        49,650        48,810        49,950        49,860        49,150        +680 -930 -930 -100 +130 +90

Opec Ex cl. Angola,Ecdr 33,820        33,620        33,080        32,950        33,560        34,670        -500 +40 +40 +730 +930 +640
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UBS global oil balance detail

Source: See next page

UBS Supply/Demand Balance (MMBbld) -1.8 -2.2 -2.4

2006 2007 Q1-08 Q2-08 Q3-08 Q4-08E 2008E Q1-09E Q2-09E Q3-09E Q4-09E 2009E 2010E

Demand

OECD America 25.4 25.5 24.8 24.5 24.0 24.0 24.3 23.9 23.6 23.7 23.9 23.8 23.9

OECD Europe 15.7 15.3 15.2 14.9 15.3 15.3 15.2 14.7 14.5 15.0 14.9 14.8 14.7

OECD Asia Pac 8.5 8.3 8.9 7.8 7.5 8.3 8.1 8.7 7.6 7.4 8.2 8.0 7.9

OECD 49.6 49.2 48.9 47.2 46.8 47.6 47.7 47.3 45.7 46.0 47.0 46.5 46.4

FSU 4.2 4.0 4.2 3.9 4.5 4.4 4.2 4.3 3.9 4.3 4.2 4.2 4.1

China 7.1 7.5 7.7 7.9 7.9 7.8 7.9 8.0 8.2 8.3 8.2 8.2 8.6

Other Asia 8.9 9.2 9.5 9.7 9.1 9.3 9.4 9.6 9.8 9.2 9.5 9.5 9.8

South America 5.4 5.7 5.7 5.9 6.1 5.9 5.9 5.6 5.9 6.1 5.9 5.9 6.0

Mideast 6.4 6.7 7.0 7.3 7.4 6.8 7.1 7.3 7.7 7.7 7.1 7.4 7.7

Africa 2.8 3.0 3.1 3.1 3.0 3.1 3.1 3.2 3.2 3.1 3.2 3.2 3.3

Non-OECD 35.5 36.8 37.9 38.6 38.7 38.2 38.4 38.8 39.5 39.5 39.0 39.2 40.3

TOTAL DEMAND 85.1 86.0 86.9 85.9 85.5 85.8 86.0 86.0 85.1 85.5 86.0 85.7 86.7

Supply

Americas 17.8 17.9 17.8 17.7 17.5 17.6 17.7 17.6 17.5 17.7 17.3 17.5 17.2

Europe 5.4 5.2 5.1 4.9 4.7 5.0 4.9 4.8 4.7 4.4 4.7 4.6 4.4

FSU 12.2 12.8 12.9 12.9 12.7 12.7 12.8 13.1 13.2 13.2 13.1 13.1 13.1

o/w  Russia 9.8 10.1 10.0 10.0 10.0 10.1 10.0 10.0 9.9 9.9 9.8 9.9 9.6

Africa 2.6 2.7 2.8 2.9 2.9 2.9 2.9 3.0 3.0 3.0 3.0 3.0 3.0

Mideast 1.7 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.7 1.6 1.7

Asia 8.0 8.0 8.1 8.2 8.2 8.3 8.2 8.4 8.5 8.6 8.6 8.5 8.7

Non-Opec 47.8 48.2 48.4 48.3 47.5 48.2 48.1 48.4 48.5 48.4 48.4 48.4 48.1

Opec Crude Oil 30.8 30.5 31.4 31.3 31.3 30.6 31.1 30.3 30.2 30.3 30.3 30.3 30.9

  Opec 11 28.9 28.5 29.1 28.9 29.0 28.2 28.8 27.9 27.8 27.9 27.8 27.9 28.3

Opec non-crude 4.3 4.4 4.5 4.5 4.6 4.7 4.6 4.9 5.0 5.1 5.2 5.1 5.5

Processing Gain 2.1 2.1 2.1 2.1 2.3 2.3 2.2 2.2 2.2 2.4 2.4 2.3 2.4

TOTAL SUPPLY 85.0 85.2 86.4 86.2 85.7 85.8 86.0 85.8 85.9 86.2 86.3 86.1 86.8

To Balance

Implied global stock change -0.1 -0.8 -0.5 0.3 0.2 0.0 0.0 -0.2 0.8 0.7 0.3 0.4 0.1

OECD stock change 0.2 -0.3 -0.1 0.4 0.5

OECD stock cover 53.5 52.6 54.3 55.6 55.6 56.8 56.8 58.8         59.0          58.4          58.5          58.5 58.3
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UBS global oil balance, year-to-year changes

Source: IEA, DoE, OPEC; national energy statistics agencies including OMV, AFP, UP, ANP, PTT, CERI; national oil
companies, including PEMEX, international oil companies including BP and its Statistical Review of World Energy;
Reuters, Bloomberg; and UBS estimates and forecasts.

Demand (% change Y-o-Y) 2006 2007 Q1-08 Q2-08 Q3-08 Q4-08E 2008E Q1-09E Q2-09E Q3-09E Q4-09E 2009E 2010E

OECD America -0.6% 0.4% -3.3% -3.4% -6.1% -5.7% -4.6% -3.9% -3.9% -1.2% -0.7% -2.4% 0.5%

OECD Europe 0.1% -2.4% -0.2% -0.5% -0.4% -2.1% -0.8% -3.0% -2.9% -2.4% -2.3% -2.7% -0.8%

OECD Asia Pac -1.4% -1.6% -0.5% -0.7% -4.7% -4.5% -2.6% -2.5% -2.4% -1.6% -1.4% -2.0% -0.7%

OECD -0.5% -0.8% -1.8% -2.1% -4.1% -4.4% -3.1% -3.4% -3.3% -1.7% -1.3% -2.4% -0.1%

FSU 5.3% -4.0% 4.8% 4.9% 11.0% 2.7% 5.8% 2.0% 0.0% -4.0% -4.0% -1.6% -1.0%

China 6.0% 4.9% 5.8% 3.8% 7.2% 4.4% 5.2% 3.0% 3.4% 4.9% 4.9% 4.0% 5.6%

Other Asia 1.0% 2.9% 4.3% 2.2% 1.9% 1.5% 2.5% 1.4% 1.4% 1.6% 1.9% 1.6% 2.8%

South America 3.9% 6.4% 4.1% 4.7% 3.8% 1.3% 3.4% -0.1% 0.2% 0.2% 0.2% 0.2% 1.6%

Mideast 5.6% 6.0% 5.2% 7.8% 6.7% 3.6% 5.8% 4.4% 4.4% 4.5% 4.4% 4.4% 3.2%

Africa -0.4% 4.4% 3.4% 4.2% 3.7% 3.7% 3.8% 2.6% 2.5% 2.5% 2.5% 2.5% 4.0%

Non-OECD 3.6% 3.7% 4.7% 4.4% 5.3% 2.8% 4.3% 2.2% 2.1% 2.0% 2.0% 2.1% 2.9%

TOTAL DEMAND 1.2% 1.1% 0.9% 0.7% 0.0% -1.3% 0.1% -0.9% -0.9% 0.0% 0.2% -0.4% 1.3%

Supply (MMBbld change Y-o-Y) 2006 2007 Q1-08 Q2-08 Q3-08 Q4-08E 2008E Q1-09E Q2-09E Q3-09E Q4-09E 2009E 2010E

Americas 0.2 0.0 -0.1 -0.3 -0.3 -0.2 -0.2 -0.3 -0.2 0.2 -0.3 -0.2 -0.3

Europe -0.4 -0.2 -0.4 -0.2 -0.2 -0.2 -0.3 -0.3 -0.3 -0.2 -0.2 -0.3 -0.3

FSU 0.5 0.5 0.1 0.2 -0.1 -0.1 0.0 0.2 0.3 0.5 0.4 0.3 0.0

 o/w  Russia 0.2 0.2 0.0 -0.1 -0.1 0.0 0.0 0.0 0.0 -0.2 -0.3 -0.1 -0.3

Africa 0.2 0.1 0.1 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.0 0.1 0.0

Mideast -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.0 0.0

Asia 0.1 0.0 0.1 0.2 0.2 0.3 0.2 0.3 0.3 0.3 0.3 0.3 0.1

Non-Opec Supply 0.4 0.4 -0.2 0.1 -0.2 -0.1 -0.1 0.1 0.2 0.9 0.2 0.3 -0.4

Opec Crude Oil 0.4 -0.3 1.2 1.2 0.6 -0.5 0.6 -1.1 -1.1 -1.0 -0.2 -0.9 0.6

  Opec 11 0.2 -0.4 0.8 0.8 0.5 -0.6 0.4 -1.2 -1.1 -1.2 -0.4 -1.0 0.5

Opec non-crude 0.1 0.1 0.1 0.2 0.2 0.3 0.2 0.4 0.5 0.5 0.5 0.5 0.4

Processing Gain 0.1 0.0 0.1 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

TOTAL SUPPLY 1.0 0.2 1.2 1.4 0.7 -0.2 0.8 -0.6 -0.3 0.5 0.5 0.0 0.8
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Global Oil Balances of IEA and Opec …

Source:  International Energy Agency and Organization of Petroleum Exporting Countries

* Opec's "call on Opec" calculation = total demand - non-Opec supply - Opec non-crude. The Secretariat also includes Angola in Opec as of
January 1 2007

International Energy Agency
MMBbld 2006 1Q07 2Q07 3Q07 4Q07 2007 1Q08 2Q08 3Q08E 4Q08E 2008E 1Q09E 2Q09E 3Q09E 4Q09E 2009E
DEMAND
OECD 49.6 49.8 48.2 48.8 49.8 49.2 48.9 47.2 47.0 48.2 47.8 47.9 46.3 46.5 47.6 47.1

FSU 4.1 4.1 3.9 4.2 4.3 4.1 4.1 4.1 4.4 4.3 4.2 4.2 4.2 4.5 4.5 4.3

China 7.2 7.3 7.7 7.5 7.6 7.5 7.9 8.0 8.1 7.9 7.9 8.2 8.2 8.2 8.3 8.2

Non-OECD 35.5 36.4 36.9 36.9 37.3 36.9 38.0 38.6 38.5 38.4 38.4 39.2 39.6 39.4 39.6 39.5

Global Demand 85.1 86.2 85.1 85.7 87.1 86.1 86.9 85.8 85.5 86.6 86.2 87.1 86.0 85.9 87.3 86.5

SUPPLY

Non-Opec Supply 49.2 50.0 49.7 49.2 49.7 49.6 49.9 49.8 48.9 50.1 49.7 50.9 50.2 49.8 50.3 50.3

Opec Crude Oil 31.6 30.9 30.7 31.2 31.9 31.2 32.4 32.2 32.4

Opec NGLs 4.7 4.7 4.7 4.8 4.8 4.8 4.9 4.9 5.1 5.4 5.1 5.6 5.8 6.0 6.1 5.9

SUPPLY 85.5 85.5 85.2 85.1 86.5 85.6 87.1 86.9 86.5

Implied Stockbuild +0.4 -0.7 +0.0 -0.6 -0.7 -0.5 +0.3 +1.1 +1.0

Call on Opec+stocks 31.2 31.5 30.7 31.8 32.6 31.6 32.1 31.1 31.4 31.1 31.4 30.6 29.9 30.1 30.8 30.4

Change in Call on Opec+Stocks -0.1 0.4 -0.2 -1.0

Opec Secretariat
DEMAND

OECD 49.3 49.7 48.2 48.7 49.8 49.2 48.9 47.2 46.9 49.0 48.0 48.3 46.5 46.3 48.6 47.4

FSU 3.9 3.9 3.7 4.0 4.3 4.0 4.0 3.9 4.2 4.4 4.1 4.0 3.9 4.3 4.5 4.2

China 7.2 7.5 7.8 7.7 7.4 7.6 8.0 8.2 8.1 7.8 8.0 8.4 8.6 8.5 8.2 8.4

Non-OECD 35.3 36.2 36.6 36.9 37.1 36.7 37.8 38.2 38.4 38.4 38.2 38.8 39.2 39.5 39.5 39.3

Global Demand 84.6 85.9 84.8 85.6 86.9 85.9 86.7 85.4 85.3 87.4 86.2 87.1 85.7 85.8 88.1 86.7

SUPPLY

Non-Opec Supply 48.9 49.8 49.4 49.0 49.5 49.4 49.7 49.8 48.7 50.4 49.6 50.8 50.3 50.0 50.5 50.4

Opec Crude Oil 31.4 30.5 30.6 31.0 31.7 31.0 32.1 32.1 32.4

Opec non-Crude 4.1 4.2 4.3 4.4 4.6 4.4 4.5 4.7 4.8 4.9 4.7 5.1 5.2 5.5 5.6 5.4

Total Supply 84.4 84.5 84.4 84.4 85.9 84.8 86.2 86.5 85.9

Implied Stockbuild -0.2 -1.4 -0.4 -1.2 -1.0 -1.1 -0.5 +1.1 +0.6

Call on Opec*+Stocks 31.6 31.9 31.1 32.2 32.8 32.1 32.5 30.9 31.8 32.1 31.9 31.2 30.2 30.3 32.0 30.9

Change in Call on Opec+Stocks 0.9 0.5 -0.2 -1.0
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Global oil balance of the US DoE ,UBS

Source: US Department of Energy ,UBS

US Dept of Energy
DEMAND 2006 1Q07 2Q07 3Q07 4Q07 2007 1Q08 2Q08 3Q08E 4Q08E 2008E 1Q09E 2Q09E 3Q09E 4Q09E 2009E

OECD 49.6 49.7 48.2 48.8 49.8 49.1 48.7 47.1 47.0 48.4 47.8 47.9 45.8 46.5 47.6 46.9

FSU 4.2 4.2 4.3 4.2 4.3 4.3 4.3 4.5 4.4 4.4 4.4 4.4 4.5 4.5 4.4 4.4

China 7.2 7.3 7.5 7.6 7.9 7.6 7.7 7.9 8.1 8.3 8.0 8.1 8.3 8.3 8.6 8.3

Non-OECD 35.4 36.1 36.7 36.7 37.2 36.7 37.4 38.2 38.2 38.6 38.1 38.2 39.2 39.1 39.4 39.0

TOTAL DEMAND 85.0 85.8 84.9 85.6 86.9 85.81 86.1 85.3 85.2 87.0 85.9 86.1 85.0 85.6 87.0 85.9

SUPPLY

Non-Opec Supply 48.7 48.9 49.1 48.8 49.1 49.0 48.6 48.8 48.5 48.9 48.7 48.7 49.0 49.5 49.7 49.2

Opec Crude Oil 31.3 30.4 30.6 30.9 31.6 30.9 32.1 32.3 32.7 31.9 32.3 31.3 31.0 31.2 31.1 31.1

Opec Non Crude 4.5 4.5 4.5 4.5 4.5 4.5 4.6 4.6 4.7 4.7 4.7 4.9 5.2 5.5 5.9 5.4

Total Supply 84.5 83.9 84.2 84.2 85.3 84.4 85.3 85.7 85.9 85.6 85.6 84.9 85.3 86.1 86.6 85.7

Implied Stockbuild -0.4 -1.9 -0.7 -1.3 -1.7 -1.4 -0.8 +0.4 +0.7 -1.4 -0.3 -1.2 +0.3 +0.5 -0.5 -0.2

Call on Opec*+Stocks 31.7 32.3 31.3 32.3 33.3 32.3 32.9 31.9 32.0 33.4 32.5 32.5 30.8 30.6 31.5 31.4

Change in Call on Opec+Stocks 0.7 0.6 0.2 -1.2

UBS
DEMAND

OECD 49.6 49.8 48.2 48.8 49.8 49.2 48.9 47.2 46.8 47.6 47.7 47.3 45.7 46.0 47.0 46.5

FSU 4.2 4.0 3.7 4.0 4.3 4.0 4.2 3.9 4.5 4.4 4.2 4.3 3.9 4.3 4.2 4.2

China 7.1 7.3 7.6 7.4 7.5 7.5 7.7 7.9 7.9 7.8 7.9 8.0 8.2 8.3 8.2 8.2

Non-OECD 35.5 36.2 37.0 36.7 37.2 36.8 37.9 38.6 38.7 38.2 38.4 38.8 39.5 39.5 39.0 39.2

TOTAL DEMAND 85.1 86.1 85.3 85.6 87.0 86.0 86.9 85.9 85.5 85.8 86.0 86.0 85.1 85.5 86.0 85.7

SUPPLY

Non-Opec Supply 49.9 50.6 50.3 50.0 50.5 50.3 50.5 50.4 49.8 50.5 50.3 50.6 50.7 50.8 50.8 50.7

Opec Crude Oil 30.8 30.2 30.1 30.7 31.1 30.5 31.4 31.3 31.3 30.6 31.1 30.3 30.2 30.3 30.3 30.3

OPEC Non Crude 4.3 4.3 4.4 4.4 4.4 4.4 4.5 4.5 4.6 4.7 4.6 4.9 5.0 5.1 5.2 5.1

Total Supply 85.0 85.1 84.8 85.0 86.0 85.2 86.4 86.2 85.7 85.8 86.0 85.8 85.9 86.2 86.3 86.1

Call on Opec*+Stocks 30.8 31.1 30.6 31.2 32.1 31.3 31.9 30.9 31.1 30.6 31.1 30.5 29.4 29.6 30.0 29.9

Change in Call on Opec+Stocks 0.4 0.4 -0.1 -1.3
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Another upside price risk links to broader energy

10-year of global energy demand growth (% y/y): Coal has captured the largest
share of global energy growth from 2003-06; how long can that last?

Source: BP Statistical Review of World Energy
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Supply-led normalised prices

Source: UBS

Global OilCo – Oil prices scenarios generating c.13% IRR .

Comparison of historic/forecast oil prices and calculated normalised.
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UBS GloCo

Source: UBS

Global OilCo operating costs and oil prices

Global OilCo F&D history and projection
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UBS GloCo

Source: UBS

UBS Global OilCo IRR Sensitivity with  oil prices

Oil Sands in Canada IRR sensitivity with Oil prices

 

4%

10%

16%

22%

28%

34%

50 60 70 80 90 100

IRR curv e early  2007 Current IRR curv e

IRR 

$/bbl

 

8%

11%

14%

17%

20%

23%

50 60 70 80 90 100

Current IRR IRR Earlier 2007

IRR 

$/bbl5%

10%

15%

20%

25%

30%

35%

50 60 70 80 90 100

IR R  C urre nt IR R  With S ubs idy c urre nt

IR R  e a rly 2007 IR R  C ap it al Sub s id y early2 0 0 7

$/bbl

IRR 

China CTL IRR sensitivity with Oil prices

Tupi in Brazil IRR sensitivity with Oil prices

6%

8%

10%

12%

14%

16%

18%

50 60 70 80 90 100

IRR 

$/bbl



48Jan Stuart +1-212-713-1074  jan.stuart@ubs.com

Cost Trends

Source: UBS

Seismic costs inflation isn’t over yet, but day-rate inflation for semi-submersible deep-water
drilling rigs appears to be leveling off

What’s more, contracts that are already signed will extend
capex inflation further out – along these lines
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UBS Global Oil Team

 

Global
Louise Hough Global Research Market ing +44-20 7568 0448 louise.hough@ubs.com
Sophia Hart Global Research Market ing +44-20 7568 4644 sophia.hart@ubs.com
Jan Stuart Oil Economist +1-212-713-1074 jan.stuart@ubs.com
Europe
Jon Rigby Integrated +44-20 7568 4168 jon.rigby@ubs.com
Alex Brooks Oilf ield Services +44-20 7567 5804 alex.brooks@ubs.com

Thomas Adolf f Explorat ion & Product ion +44-20 7568 8040 thomas.adolff@ubs.com

Anish Kapadia Ref iners +44-20 7568 1235 anish.kapadia@ubs.com
America
Bill Featherston Explorat ion & Product ion & Integrated +1-212-713 9701 william.featherston@ubs.com
J. David Anderson Oilf ield Services +1-212-713-3343 jdavid.anderson@ubs.com
Andrew Coleman Explorat ion & Product ion, Oilf ield Services +1-212-713 8775 andrew.coleman@ubs.com 

Canada
Andrew Pot ter Integrated, Explorat ion & Product ion +1-403-695 3633 andrew.pot ter@ubs.com
Grant  Hofer Oil & Gas Trusts +1-403-695-3638 grant .hofer@ubs.com
Asia
Peter Gastreich China/Thailand/South Korea +852 2971 6121 peter.gastreich@ubs.com
Jimmy Wong China +852-2971 8186 jimmy-b.wong@ubs.com
Toshinori Ito Japan +81-3-5208 6241 toshinori.ito@ubs.com
Gordon Ramsay Australia +613-9242 6631 gordon.ramsay@ubs.com
Jody Sant iago Philippines +632 754 8812 jody.sant iago@ubs.com
Harshad Katkar India +91 22 2286 2051 harshad.katkar@ubs.com
Sebast ian Tobing Indonesia +62 2125 547035 sebast ian.tobing@ubs.com
Other Emerging M arkets
Dmitry Loukashov Russia +7-495 648 2000 dmitry.loukashov@ubs.com

Maria Redina Russia +7-495 648 2352 maria.radina@ubs.com

Gustavo Gat tass Lat in America +55-21-2555 3099 gustavo.gat tass@ubs.com
Pedro Medeiros Latin America +55-21-2555 8764 pedro.medeiros@ubs.com



50Jan Stuart +1-212-713-1074  jan.stuart@ubs.com

Risk Statement and Analyst Certification

Oil prices are extremely volatile in the short, medium and long term, as they are
frequently affected by inherently unpredictable events, including natural disasters. In
history, oil prices have proved consistently unpredictable because so many political,
geological, and economic trends and events affect the supply of and demand for oil.

Analyst Certification

Each research analyst primarily responsible for the content of his 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.



51Jan Stuart +1-212-713-1074  jan.stuart@ubs.com

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.  Additional

information will be made available upon request.

UBS Investment Research: Global Equity Rating Allocations 

UBS 12-Month Rating Rating Category Coverage
1

IB Services
2
 

Buy Buy 56% 36% 

Neutral Hold/Neutral 35% 33% 

Sell Sell 8% 27% 

UBS Short-Term Rating Rating Category Coverage
3

IB Services
4
 

Buy Buy less than 1% 32% 

Sell Sell less than 1% 14% 

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. 

 

Source: UBS. Rating allocations are as of 30 September 2008.  
UBS Investment Research: Global Equity Rating Definitions 

UBS 12-Month Rating Definition 

Buy FSR is > 6% above the MRA. 

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

Sell FSR is > 6% below the MRA. 

UBS Short-Term Rating Definition 

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

Sell 
Sell: Stock price expected to fall within three months from the time the rating was assigned 
because of a specific catalyst or event. 
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Required Disclosures (Continued)

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect

to  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.

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

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.

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.
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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. In certain countries, UBS AG is referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation
that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. 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. UBS does not undertake that investors will obtain profits, nor will it share with investors any investment profits
nor accept any liability for any investment losses.  Investments involve risks and investors should exercise prudence in making their investment
decisions. 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. Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank
Research Management. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially different
results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies
for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information
contained herein. 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 report 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.

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. Mortgage and asset-backed securities may involve a high
degree of risk and may be highly volatile in response to fluctuations in interest rates and other market conditions. 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. For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries
(excluding UBS Securities LLC and/or UBS Capital Markets LP) 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 research report. 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.

Global Disclaimer
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS
AG, to persons who are eligible counterparties or professional clients and is only available to such persons. The information contained herein does not
apply to, and should not be relied upon by, retail clients. UBS Limited is authorised and regulated by the Financial Services Authority (FSA). UBS
research complies with all the FSA requirements and laws concerning disclosures and these are indicated on the research where applicable. France:
Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report 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: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and distributed by UBS Securities
CJSC. Switzerland: Distributed by UBS AG to persons who are institutional investors only. 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 report, the report is also deemed to have been prepared by UBS Italia
Sim S.p.A.. South Africa: UBS South Africa (Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the South African
Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is an authorised Financial Services Provider. Details of its
postal and physical address and a list of its directors are available on request or may be accessed at http:www.ubs.co.za. United States: Distributed
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be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd or UBS AG,
Singapore Branch. Japan: Distributed by UBS Securities Japan Ltd to institutional investors only. Where this report has been prepared by UBS
Securities Japan Ltd, UBS Securities Japan Ltd is the author, publisher and distributor of the report. Australia: Distributed by UBS AG (Holder of
Australian Financial Services License No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098) only
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