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B Up double digits off bottom

While the bizjet market has been flat at low levels, our analysis indicates North

America is improving with deliveries up double-digits off the bottom. We believe

the recovery in Morth America is being driven by replacement demand postponed

during the downturn.

David E. Strauss
Aralyst

B Led by low end of market

The nascent recovery in North America is being led by the low end of the market,

small and midsize aircraft. The large cabin market has seen a much smaller decline Darryl Genovesi

in North America while benefitting from growth in China/fIndia and Latin

America, which haven’t really grown for small and midsize.
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B Cessna most levered to North America recovery Ryan Thackston
The small and midsize markets are most levered to North America, which still Associate Analyst
represents 60% of combined small and midsize deliveries as compared to 30% for
large. Cessna, with 60-70% of its deliveries and installed base in North America, is
the most levered to a recovery in North America bizjets.

1

B Europe lower still, but just 10% of market now

While Morth America appears to have turned the corner, most of the upside has
been offset by a still declining Europe along with recent weakness in the Middle
East. However, Western Europe now represents just 10% of industry shipments,
minimizing further downside for the overall market.

This report has been prepared by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 7.

UBS does and seeks to do business with companies covered in its research reporis. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this repart. Investors should consider this report as only a single factor in making
their investment decision.
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North America Bizjet Improving

Our analysis indicates that the North America market, which is key to any
meaningful business jet recovery, is improving with deliveries up double-digits
off the bottom. While North America appears to have turned the cormer, most of
this upside has been offset by a stll declining Euwrope along with recent
weakness in the Middle East. However, with Western Europe a much smaller
proporiion now at just 10% of total industry shipments, 2012 is likely 0 see
higher industry deliveries if the North America recovery sustains, which we
think it can.

Chart 1: Rolling 12-Month Unit Delivery Growth by Region (Market)
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The nascent recovery in Morth America 15 being led by the low end of the
market, small and midsize aircraft. The large cabin market has seen a much
smaller decline in North America while benefitting from growth in China//India
and Latin America, which haven’t really grown for small and midsize,

Chart 2: Rolling 12-Month Unit Delivery Growth by Region (Small/Midsize)
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Chart 3: Rolling 12-Month Unit Delivery Growth by Region (Large)
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The small and midsize markets are most levered to North Amerca, stll
representing 60% of combined small and midsize deliveries as compared o 30%
for large.
Chart 4: 2010 Deliveries by Region (Small/Midsize) Chart 5: 2010 Deliveries by Region (Large)
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Table 1: Deliveries by Cabin Class and Region
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We believe the recovery in North America is being driven by replacement
demand postponed during the downturn. After holding relatively steady during
most of the last decade, the average age of the fleet has moved higher over the
last few wvears. Most of the older aircraft are small and midsize aircraft in North
America.

Chart 6: Average Fleet Age by Cabin Class (Years)
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Chart 7: Average Fleet Age by Cabin Class (Years)
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Chart 8: 11-20 Year Old Business Jet Installed Base by Region
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Cessna, with 60-70% of its deliveries and installed base in North America, is the

most levered to a recovery in North America bizjets.

Chart 9: Bombardier Deliveries by Region

Chart 10: Cessna Deliveries by Region

L America L Amesica
10% Asia 0%
) 6%
Asia ;
o M Ame_nu:a Emenging
394 EMEA
T
Emardi
merging W Europe .
EMEA W America
¥
18% 68%
W Europe
23%
Source: JETHET and UBS estimatas Source: JETHET and LIBS astimates
Chart 11: Dassault Deliveries by Region Chart 12: Gulfstream Deliveries by Region
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m Statement of Risk

The business jet market 15 cyclical in nature, largely driven by the general
economic environment. Business jet manufacturers' earnings and cash flow are
dependent on end-user demand, availability of customer financing, program
execution and inventory management. A weak market for business jets could
negatively affect General Dynamics, Textron, Bombardier, Embraer, Rockwell
Collins, Honeywell, B/E Aerospace, Rolls-Royee and United Technologies.

m Analyst Certification

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

LUBS 7

EFTA01112883



UES Business Jet Update 12 January 2012

Required Disclosures

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

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer o the past: past performance is
not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co.
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory

Commission.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage' IB Services®
Buy Buy 57% 36%
Neutral Hold/Neutral 7% 35%
Sell Sell 7% 17%
UBS Short-Term Rating Rating Category Coverage” IB Services®
Buy Buy less than 1% 0%
Sell Sell less than 1% 12%

1:Percentage of companies under coverage globally within the 12-month rating category.
2:Percentage of companies within the 12-manth rating category for which investment banking (IB) services were provided within

the past 12 manths.

J: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 (1B} services were provided

within the past 12 months.

Source: UBS. Rating allocations are as of 31 December 2011.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating

Definition

Buy
Meutral
Sell

FSR 15 = 6% above the MRA.
FSR is between -6% and 6% of the MBA.
FSR is = 6% below the MRA.

UBS Short-Term Rating

Definition

Buy

Sell

Buy: Stock price expected to rise within three months from the time the rating was assigned

because of a specific catalyst or event.

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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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% {a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock’s price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

Equity Price Targets have an investment horizen of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Meutral on factors such as structure, management, performance record, discount; Sell:
Megative 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 1o higher or lower bands as they relate to the rafing.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NY'SE and therefore are not subject to the restrictions contained in
the NASD and NYSE rules en communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report. if any,
follows.

UBS Securities LLC: David E. Strauss; Darryl Genovesi; Ryan Thackston.

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

This repant has been prepared by UBS Securities LLC, an alfifale of UBS AG. UBS AG, ils subsidianies, branches and affiliates are relermed ta berein as UBS. In cerlain countries, UBS AG is
refarred to as UBS SA

This repart &= far distibution oaly under such circumstances as may be permilted by appicable law. Mothing in this repor! cansfiftules a represantalion thal army irmeestment sirabagy or
recommendalion cantained herein is suitable ar appropriate o a recipient's individual dreemstances or otherwise constilules a persanal recommendation. It is pubished salely ler information
purposes, it deas nal constitule an advarfisemant and is not 1o be construed as @ solicitation or an affer 1o buy or sell any secwiities ar related financial instruments in any uisdiction. Na
represeniation or warranty, gilher express or implied, is provided in relation b the accuracy, completeness or relability aof the information conlained herein, except with respect & nformalion
concerning UBS AG. ils subsidiaries and alfiliales, nor is @ infended ta be a complele slatemant or summary of the securites, markels ar desslapments relermed o in the report. UBS does not
underiake that invesiors will abtain profits, nor will it share with investors any imsestment prafils nor accepl any liabilty for any investiment osses. Imaestments imalve isks and investors should
mxarcise prudence in making their imesiment decisions. The reparl should nal be regarded by recpiants az a subsStute for the easrdze of their own judgement. Past pedarmance is nal
recessarly a guide 1o future performance. The value of any invesiment or income may go doen as well 2z up and you may nol get back the ful amawnl invested. Ary cpinions expressed in this
repart are subject 1o change wilboul ralice and may difler or be canlrary o epinions expressed by other business areas or groups ol UBS as a resull ol using different assumplions and citeda.
FResearch wil iniiabe, update and cease coverage salely at the discralion of UES Invesiment Bank Fessarch Management. The analysis contained bersin is based an rumarowes assumplions.
Dilferent assumplians could result in matedaly different results, The analysi(s) responsible for the preparation of this regert may inleract with irading deshk personnel, sales personnel and ather
constituencies far the purpase ol gathering, synthesizing and inlerpreSng marke! information. UBS is under na abligation 1o updale or keep current the infarmation contained berein. UBS reies
on infarmatian barfers 1o cantrol the low of indarmration corfained in one or mone aress wiltkin DBS, inta alher aress, uniks, graups ar affiliates af UBS. The compensalion ol the analys! who
prepared 1his report is delermined axclusively by research managemeant and senior managamant (nol induding imvestment banking). Analyst compensatian is nal based an invesiment bankirg
revenues, howeeer, compensation may relale (o the revenues of UBS Imeestment Bark as a whole, af which investment banking, sales and trading are a parl.

The sacurilies desoribed herein may nal be eligible for sale in all jurisdictions ar 1o certain calegonies of invesiors. Optians, dedvalive products and lutures are nod suitable fiar all ineestors, and
trading in Ihese insfumenls is considersd rzky. Morigage and asset-backed sacurilies may invelve a ligh degree of risk and may b highly volatie in respanse to lluctuations in inleres? rates
and cther marke! condfians. Past performance iz nol necessarly mdicalive af luture resulls. Fareign currency rabes al axchange may adversely aflect the value, price ar income of any securily
or redabed instrument mentioned in this report. Far inwesiment advice, trade execution or ather anquines, dienls should contasl their local sales representative. Maither UBS nar any of ils
alliliales, nor any of LBS® ar any of ils atfliales, direclors, employees or agenls accepls any lisbilty far any loss or damage arising out of the use of al or any parl of this reporl. For linancial
instruments admitled 1o trading on an EU regulated market: UBS AG, ils afifistes or subsidiaries (excluding UBS Seourties LLC andar LBS Capital Markets LP) acls as a marke| maker ar
liguidily prowider {in accordances with the interpretation of these terms n the UK in the inancial instuments of the isswer sawe that where the activity af Equidity provider is carded aw in
sccardance with the dedinilion ghven to il by the laws and regulations of any other EL jurisdictions, such infarmation is separately disclossd in this research report. UBS and ils affiliabes and
emplayess may have long ar shor positians, rade as princpal and buy ard sel in instrurments ar dervatives idenSified herein.

Any prices slated in this report are far indormation purpases only and do nat represent waluations far individual securifies ar ather insinuments. Thers is no representation tiat any ransaction
can ar could hawe been effected al thase prices and any prices do nod necessariy rellect UBS's infernal books and recards or thearelical model-bagsed valuafians and may be based an cerain
assurmplions. Differert assumplions, by UBS ar any olher spurce, may yiald substantisly dilfensnt resulls.

United Kingdom and the rest of Europe: Excepl as atherwise specified berein, this maberial is communicated by UBS Limiled, & subsidiary of UES AG, 1o persons who are cigible
courier parties ar prolessional cients and is only available o such persans. The informalion contained hensin does not apply 10, and shawld nat be relied upon by, relal dients. UBS Limiled is
autharised and regulated by the Financial Servicss Autharity (FS&). UBS ressarch complies with all the FSA requirements and laws concerning diecosures and these are indicaled on the
research where applicable. France: Prepared by UBS Limited and distribuled by UBS Limited and UBS Securities France S, UBE Securnties France S0 is regulaled by the Autarilé des
Marchés Financiers [AMF). Where an analyst of UBS Securities France 5.4, has coniibuled ta this repan, the repar iz al=o deemed to have been prepared by UBS Securities France 5S4,
Germany: Prepared by LES Limiled and distribuled by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulaled by the Bundesanstall fur Finanediens heislungsaudsichl
(BaFin|. Spain: Prepared by UES Limited and disidbuted by UBS Limited and UBS Securilies Espafia 5Y, 5A. UBS Secuwilies Espaia 3V, 34 is regulated by the Camision Macional del
Mercado de Walores (CHMY). Turkey: Prepared by UBS Menkul Degerler AS an bahall of and disirbted by UBS Limiled. Russia: Propared and disirbuted by UBS Secorilies CJSC.
Switzerland: Distributed by LES AG 1o parsans who are institulional invesiors anly. Italy: Prepared by UBS Limited and distribuled by UES Limited and UBS |laia Sim S.pA.. UBS [talia Sim
S iz regulated by the Bank of ltaly and by the Commissione Mazionals per e Sacietd @ la Barsa (CONSOB). Where an analys) af UBS taka Sim 5.p.A has contributed o this report, the
repart = aso deemed 1o have been prepared by UBS Ralia Sim S.poh.. South Africa: UBS Sauth Adrica (Pty) Limited (Registration Ne. 19958011140007) iz a member of the JSE Limiled. the
Sauth Alrican Fulures Exchange and the Band Exchange of South Adrica. UBS South Adrica (Ply) Limiled is an autharised Finandal Services Pravider. Details of ils pastal and physical address
and a list of its direclors are available an request or may be sccessed al htlpaasww ubs.co.za. United Stales: Distribuled 1o US persons by either UBS Securilies LLC or by UBS Financial
Sardices Inc., subsdiades of UBS AG; ar by a group, subsidiary or affiliabe of UBS AG thal is not registered as a US broker-dealer [a 'non-US affiliate’), 1o major US instilutianal invesiors only.
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