European Equity Themes - Outlook 2011 30 November 2010

Company ideas: Italy and France

The below laggard stocks are the result of a top down screen only. These are
stocks that look good value to us and that may have been dragged down, perhaps
unjustly, by a distaste for the country.

Look for laggards {vs their own sector)
that may have been pulled down
because of their country of residence

We have screened for stocks which broadly meet the following criteria:
m Underperformed the market and sector year-to-date

m 2011E PE relative fo the market below its 10-year average

m 2011E PE discount to sector

m  2011E price-to-book relative to sector below 110%

m Market cap greater than €2.5bn

Table 5: French Jaggards - stocks that may have been dragged down - perhaps unjustly ‘with’ the country

YTO relative  YTDrelafive |P/E 2011E PIE PBV Div
MktCap Price Upside UBS perftomarket perf (ppis)to |relto f0yr 2011Erel | 2011Evel  Yield %
Mame Sector (EURbn} {LC) toPT rating {EUR) sector (EUR) ave tosector | tosecfor  20%1E

-20% 67 77 8 6.1

CNP Insurance 78 1311 11% Neutral

Cap Goods

575 4895 33%  Buy -16% -1% 63 68 93

Banks

TH Media 25 1170 9%  Neufrat -17% B3 13 83 6.1

Klepierre Real Estate 24% Buy -10% -10% 60 84 87 5.1

3%  Buy 5% -25% 114 96 30 29

$t. Gobain

Software

Capgemin|

HHold & Pers

Source; UBS estimates
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Table 6; ifalian laggards ~ stocks that may have been dragged down - perhaps unjustly ‘with’ the country

Mkt Cap YTD relative YTD relative | PIE2011E  PIE 2011E PiBv Div
(EUR Price Upside uBs perftomarket  perf(ppts)to | relto1fyr rel fo 201MErel  Yield%
Name Sector bn}  {LC} toPT rating (EUR} sector {(EUR) ave sector to sector 2M1E
intgsaSanPaclo Banks 268 242 5 ' T | w5
UniCredit Banks 307 159 26% Neutral -32% -18% 93 53 6.2
Mediaset

Source: UBS estimates. Notes: * Fiat is included despite missing a number of criteria given our analyst's view that the market may be underestimating the value in Fiat Spa

post de-merger.
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German stock list

The below laggard stocks are the result of a top down screen only. These are
stocks that that look good value to us and that were left behind in Germany’s
outperformance.

We have screened for stocks which broadly meet the following criteria:
B Underperformed the market and sector year-to-date

m 2011E PE relative to the market below its 10-year average

m 2011E PE discount to sector

m 2011E price-to-hook relative fo sector below 110%

m Market cap greater than €2.5bn

Table 7: German laggards ~ stocks that look good value and have heen left behind in Germany’s outperformance

Mkt
Cap Y1D relative YTBrelative | PIE2011E  PE 2011E PIBV Div
(EUR  Price Upside uBs perftomarket  perf(ppis}to | relto 10yr rel to 201Erel  Yield%
Name Sector bn) {LC) toPT rafing {EUR} sector (EUR) ave sector tosecter  2011E

2.8

Deutsche Bank  Div Findls
Deutsche Post  Transport 155 1286 24% Buy 8% -12% 98 84 47

Alxtron 25 4% 14%  Buy 0% -25% 39 97 170 21

Source: UBS estimates.
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UK stock list

The below laggard stocks are the result of a top down screen only. These are
stocks that that look good valtue to us and that were left behind in the UK equity
market’s modest outperformance.

We have screened for stocks which broadly meet the following criteria:

Underperformed the market and sector year-to-date
2011E PE relative to the market below its 10-year average
2011E PE discount to sector

2011E price-to-book relative to sector below 110%

Market cap greater than €2.5bn

Table 8: UK laggards - stocks that [ock good value and have been left behind in the UK market's outperformance

Name Sector bn) {LC) to PT rating {EUR} sector (EUR} ave to sector | to sector

Mkt PlE
Cap YTD relative YTD relative | 2011E rel PIE

(EUR Price  Upside UBS perftomarket  perf {ppts) to {o10yr  2011Erel | 2011E rel

PiBV

Div
Yield %

2011E

Vedanta Resources  Mat & Mining 6.7 2095.00 19% Neudral -19% -32% 91 93

Prudential Insurance 175  585.50 0%  Buy -3% 1% 57 M
s
BAE SYSTEMS

Morrison (Wm.)

ENRC PLC s

Reckitt Benckiser  HHold &Pers 294 348800 10%  Buy 5% -3% 83 82

-22% 60 59

Cap Goods 136 33450 Neutral

87 I 6% Neutral -1% 6% 71 99

Neutrgal

94

274

38
56

3.3

KR

Source: UBS estimates.
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